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BILL NO. 7L

INTRODUCED BY A'A7 4 <.

BY REQUEST OF THE gééATE EDUCATION COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE
PUBLI1C SCHOOL FUNDING AND RELATED TAXATION LAWS; TO
ELIMINATE THE PRESENT ELEMENTARY AND HIGH SCHOOL PERMISSIVE
LEVIES; TO PROVIDE FOR PHASED-IN EQUALIZATION AID FOR
RETIREMENT BEGINNING IN FISCAL YEAR 1992; TO ELIMINATE THE
COUNTY RETIREMENT LEVY AND PROVIDE FULL EQUALIZATION SUPPORT
OF EACH DISTRICT'S RETIREMENT FUND EXPENDITURES BEGINNING IN
FISCAL YEAR 1994; TO INCLUDE COMPREHENSIVE INSURANCE COSTS
IN THE GENERAL FUND BUDGET OF SCHOOL DISTRICTS; TO ADJUST
THE FOUNDATION PROGRAM SCHEDULES FOR SCHOOL FISCAL YEAR 1991
BND SUCCEEDING YEARS; TO LIMIT, WITH CERTAIN EXCEPTIONS, THE
MAXIMUM GENERAL FUND BUDGET OF A DISTRICT TO 121 PERCENT OF
THE COMBINED FOUNDATION PROGRAM AND RETIREMENT FUND AMQUNTS
FOR THE DISTRICT; TO FURTHER LIMIT THE GEKERAL FUND RESERVE
OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE NUMBER OF
PUPIL-INSTRUCTION DAYS FOR WHICH FOUNDATION PROGRAM SUPPORT
MARY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE
EQUALIZATION AID IN MONTHLY PAYMENTS; TO INCREASE THE
GENERAI, BONUS PAYMENTS FOR ENLARGED DISTRICTS; TO REQUIRE
SCHOOL DISTRICTS TO USE GENERALLY ACCEPTED ACCOUNTING

PRINCIPLES; TO PROVIDE FUNDING FOR A TELECOMMUNICATIONS
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NETWORK FOR EDUCATION; TO PROVIDE FOR A LEGISLATIVE
OVERSIGHT COMMITTEE ON SCHOOL FUNDING IMPLEMENTATION TO
DIRECT STUDIES ON FURTHER EQUALIZATION QF TRANSPORTATION,
CAPITAL EXPENDITURES, AND RETIREMENT AND TC PERFORM OTHER
DUTIES; TO REALLOCATE LOTTERY REVENUE FROM RETIREMENT
EQUALIZATION TO STATE EQUALIZATION AID; TO IMPOSE A 45-MILL
STATEWIDE LEVY 1IN SUPPORT OF STATE EQUALIZATION AID; TO
INCREASE THE COUNTY ELEMENTARY LEVY FROM 28 MILLS TO 34
MILLS AND THE COUNTY HIGH SCHOOL LEVY FROM 17 MILLS TO 21
MILLS; TO EXCLUDE ALL SCHOOL LEVIES FROM THE PROPERTY TAX
LIMITATIONS OF INITIATIVE MEASURE NO. 105; TO IMPOSE A FLAT
TAX RATE ON COAL GROSS PROCEEDS; TO ELIMINATE TAXATION OF
NET PROCEEDS OF OIL AND GAS ON OTHER THAN INTERIM PRODUCTION
AND NEW PRODUCTION; TO ESTABLISE A LOCAL GOVERNMENT
SEVERANCE TAX IN LIEU OF A TAX ON NET PROCEEDS ON THE
PRODUCTION OF OIL AND GAS OTHER THAN INTERIM PRODUCTION AND
NEW PRODUCTION; TO PROVIDE FOR A 1-YEAR DELAY IN THE PAYMENT
OF LOCAL GOVERNMENT SEVERANCE TAX ON OIL AND GAS; TO
ALLOCATE THE PROCEEDS OF THE LOCAL GOVERNMENT SEVERANCE TAX
ON OIL AND GAS IN THE SAME MANNER AS PROPERTY TAXES ARE
DISTRIBUTED; TO CONTINUE THE 10 PERCENT PERSONAL INCOME
SURTAX; TO INCREASE THE ALLOCATION OF PERSONAL INCOME TAX
PROCEEDS TO STATE EQUALIZATION AID; TO REALLOCATE COAL
SEVERANCE TAX PROCEEDS AND INCREASE THE ALLOCATION TO STATE

EQUALIZATION AID; TO STATUTCRILY APPROPRIATE ALL REVENUE

2~ INTRODUCED BILL
SA 2.
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ALLOCATED BY LAW TO COUNTY AND STATE EQUALIZATION; TO
PROVIDE VARIOUS APPROPRIATIONS; AMENDING SECTIONS 2-7-504,
7-1-2111, 7-7-2101,

7-7-2203, 7-14-2524, 7-14-2525,

7-16-2327, 15-1-501, 15-6~132, 15-10-402, 15-10-412,

15-23-602, 15-23-603, 15-23-605, 15~23-607, 15-23-703,
15-30-108, 15-35-108, 15-36-101, 15-36-102, 15-36-105,

15-36-112, 15-36-121, 17-3-213, 17-7-502, 20-3-106,
20-3-205, 20-3-324, 20-3-331, 20-5-305, 20-5-312, 20-6-401,
20-6-506, 20~-6-603, 20-6-608, 20-7-414, 20-7-422, 20-7-431,
20-9-104, 20-9-141, 20-9-201, 20-9-212, 20-9-213, 20-9-301,
20-9-303, 20-%-311, 20-9-312, 20-9-315, 20-9-318 THROUGH
20-9-322, 20-9-331, 20-9-333, 20-9-343, 20-9-344, 20-9-346,
20-9-347, 20-9-351, 20-9-353, 2¢-9-501, 20-10-144,
23-5-1027, 90-6-309, AND 90-6-402, MCA; REPEALING SECTIONS
15-23-604, 15-23-615, 15-23-616, 20-9-105, 20-9-352,
20-9~531, AND 20-9-532, MCA, AND SECTION 12, CHAPTER 666,
LAWS OQF 1987; AND PROVIDING EFFECTIVE DATES AND

APPLICABILITY DATES."

STATEMENT OF INTENT
It is the intent of the legislature to enhance equality
of educational opportunity for students in the elementary
schools and secondary schools of Montana by revising the
school funding laws to provide greater equalization of the

funding available to school districts and to promate
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equalization of school district expenditures per student. It
is the further intent of the legislature to preseive local
control of the public schoel system, as guaranteed by
Montana's constitution.

For these purposes, the legislature determines to
equalize funding aid to the school districts through the
foundation program schedules for the school fiscal year
ending June 30, 1991, in an amount equal to the following
percentages of the total costs incurred by all the districts
in the state in school fiscal year 1988: 100% of
comprehensive insurance, after subtracting Public Law 81-874
support for insurance, and 100% of general fund
expenditures, after subtracting special education and Public
Law 81-874 general fund support.

The legislature also determines to fully egqualize
funding for retirement by providing state egualization aid
payments sufficient to finance 100% of the costs incurred by
each school district for retirement, social security, and
unemployment insurance, commencing in fiscal year 1994. The
superintendent shall adopt rules that provide for funding in
fiscal year 1992 the portion of any district's retirement
costs that are in excess of the amount raised in that
district by the statewide average mill levy per county and
Funding in Fiscal year 1993 50% of each district's total

retirement costs.
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The legislature also determines to fully fund approved
allowable costs for the special education programs of the
school districts through the foundation program.

The legislature also determines to provide state
funding for transportation costs as currently provided by
law but to study transportaéion funding and establish an
appropriate method to equalize transportation funding in the
1991 legislative session.

The legislature recognizes its responsibility to devise
an equalized system of school funding prior to July 1, 1983,
and recognizes that measures in addition to the provisions
in this bill are necessary to fully address equalization of
funding and expenditures for transportation, retirement,
capital improvements, and other needs of the districts.
Because it is necessary to identify those £factors that
affect disparate expenditure patterns, to determine whether
those factors are educationally relevant, and to develop
data not currently available to devise methods of equitably
funding those needs, the legislature determines that a study
should be conducted, as provided in [sections 52 through
58], and that -equitable funding methods for these needs
should be addressed by the 52nd legislature.

The legislature acknowledges the constitutional
guarantee of equal educational opportunity for each public

school pupil in Montana. The legislature also acknowledges
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the sound policy considerations for empowering local
trustees to supervise and control the schools in the
district, as required by the Montana constitution.
Therefore, to guarantee more equal expenditures per student
in similarly sized schools throughout Montana, while also
providing each district board of trustees the power ta
determine and meet the unique and individual needs of
students and schools in the district, the legislature
determines that it is reasonable and necessary to establish
a maximum general fund budget limitation for each district,
except as provided in 20-9-315, of 121% of the district's
foundation program amount, Because of different
circumstances that exist from district to district, the
legislature finds that it is reasonable and necessary to
permit that range of disparity in expenditures by similarly
sized districts throughout the state,

The legislature intends that the current system of
funding county equalization with elementary and high school
levies and other revenue sources be maintained without
change in order to preserve the current method of providing
equalized local support of schools. The statutory
appropriation of all revenue earmarked to fund county
equalization does not affect the manner in which that

revenue is collected, controlled, and distributed to

districts by the county. It is intended that a district

-§-
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eligible for federal funds wunder Title I of Public Law
81-874 will be able to maintain the local contribution rate
as required by 20 U.S.C. 238(d){3){(C) for continuing
eligibility.

It is intended that while schocl districts may conduct
more than 180 days of instructicn, a school district may not
receive foundation program support for more than 180 days of
pupil instruction.

Under 20-3~-106, 20-%-102, 20-9-201, 20-9-211, and
20-9-213, the superintendent of public instruction is
authorized to supervise school financial adwinistration and
to adopt rules establishing requirements for budgeting and
financial administration of public school districts,
including accounting and reporting requirements. Under
20~9-344, the board of public education has authority to
require any reparts it considers necessary. It is intended
that school districts be required to maintain accounting
systems based on generally accepted accounting principles
and that the superintendent of public instruction adopt
rules necessary to implement the requirement, The
superintendent of public instruction shall provide training
and assistance to the districts as necessary to enable the
districts to comply.

It is intended that the districts be required to file

accurate and timely reports with the superintendent of
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public instruetion, Districts must be required to provide
student and school district data as may be reguired by the
superintendent of public instruction concerning the
condition of education in Montana, including personnel
information, student and school district demographics,
assessment of student and school district achievement, and
other appropriate educational factors necessary to enable
the legislature to assess the eguality of educational
opportunity being provided by the public school districts
and to determine the amount of state aid to be diastributed
to school districts. Districts shall also provide data to
meet grant requirements and other natiocnal reporting needs.

It is intended that the superintendent of public
instruction conduct training and provide forms for the
personnel responsible for completing reports., Whenever
possible, the superintendent of public instruction shall
develop methods for collecting educational data
electronically, using formats consistent with school
district data processing capabilities. The educational data
must be maintained in an electronic format easily accessible
by other state agencies and the legislature.

State equalization aid and county equalization money
may be withheld €from school districts, as provided by

20-9-344, that do not comply with accounting and reporting

requirements.
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It is intended that the superintendent of public
instruction employ additional personnel during fiscal year
1999 and fiscal year 1991, not to exceed the appropriation,
for the purpecse of establishing standard accounting and
reporting practices in the public school districts and for
implementing the additional provisions of this bill.

The legislature determines that if county equalization
revenue is deficient because of noncollected tax payments,
state equalization aid may be provided to offset the
delinquency.

In providing equalization funding through continuation
of the 10% personal income surtax, it is not intended that

the surtax be a permanent funding source for state

equalization aid.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 2-7-304, MCA, is amended to read:

"2-7-504. Accounting wmethods., Phe Unless otherwise

required by law, the department shall prescribe the general

methods and details of accounting for the receipt and
disbursement of all meneys mconey belonging to governmental
entities referred to in this part and shall establish in
those offices general methods and details of accounting.
All governmental entity officers shall conform with the

standards prescribed by the department.”
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Section 2. Section 15-1-50i, MCA, is amended to read:

"15-1-501. Disposition of momeys money £from certain
designated 1license and other taxes. (1) The state treasurer
shall depcsit tc the credit of the state general fund all
moneys money received by him from the collection of:

(a) fees fram

driver’'s licenses, motorcycle

endorsements, and duplicate driver's licenses as provided in
61-5-121;

(b) electrical energy producer's license taxes under
chapter 51;

(¢) severance taxes allocated to the general fund
under chapter 36;

(d) liquor license taxes under Title 16;

{e) telephone [company] license taxes under chapter
53; and

{f) inheritance and estate taxes under Title 72,
chapter 16.

(2) All moneys money received from the collection of
income taxes under chapter 30 of this title sha*t must be

deposited as follows:

{a) 58+2Z% 51.8% to the credit of the state general
fund; -

(b) 36% 9.1% to the credit of the debt service account

for long-range building program bonds as described in

17-5-408; and

_10-
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(c) 3%+8% 39.1% to the credit of the state special
revenue fund for state equalization aid to the public
schools of Montana as described in 20-9-343.

{3) All memeys money received from the collection of
corporation license and income taxes under chapter 31 of
this title, except as provided in 15-31-702, shat} must be
deposited as follows:

(a) 64% to the credit of the state general fund;

(b) 11% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;
and

{c) 25% to the credit of the state special revenue
fund for state equalization aid to the public schools of
Montana as described in 20-9-343,

(4) The state treasurer shall also deposit to the
credit of the state general fund all memeys money received
by him from the collection of license taxes, fees, and all
net revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beverage Code.

{5} After the distribution provided for in 15-36-112,
the remainder of the ¢il severance tax collections shaii

must be deposited in the general fund."
Section 3. Section 15-10-402, MCA, is amended to read:

*15-10-402. Property tax limited to 1986 levels. (1)

Except as provided in subsections (2) and (3), the amount of
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taxes levied on property described in 15-6-133, 15-6-134,
15~6-136, 15-6=-139, 15-6-142, and 15-6-144 may not, for any
taxing jurisdiction, exceed the amount levied for taxable
year 1986.

(2) The 1limitation contained in subsection (1) does
not apply to levies for rural improvement districts, Title
7. chapter 12, part 21; special improvement districts, Title

7. chapter 12, part 41; elementary and high school

districts, Title 20; or bonded indebtedness.

{3) New construction or improvements to or deletions
from property described in subsection (1) are subject to
taxation at 1986 levels.

.(4) As used in this section, the ‘“amount of taxes
levied" and the "amount levied” mean the actual dollar
amount of taxes imposed on an individual piece of property.,
notwithstanding an increase or decrease in value due to
inflation, reappraisal, adjustments in the percentage
multiplier used to convert appraised value to taxable value,
changes in the number of mills levied, or increase or
decrease in the value of a mill."

Section 4. section 15-10-412, MCA, is amended to read:

*15-10-412. Property tax limited to 1986 levels -—
clarification -- extension to all property classes. Section
15-10-402 is interpreted and clarified as follows:

{1} The limitation to 1986 levels is extended to apply

_l 2_
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to all classes of property described in Title 15, chapter &,
part 1.

{2) The limitation on the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, the actual tax 1liability for an individual
property is capped at the dollar amount due in each taxing
unit for the 1986 tax year. In tax years thereafter, the
property must be taxed in each taxing unit at the 1986 cap
or the product of the taxable value and mills levied,
whichever is less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 through 1985 but
did not levy a tax in 1986, in which case the actual tax
liability for an individual property is capped at the dellar
amount due in that taxing unit for the 1985 tax year.

{3} The limitation on the amount of taxes levied doces
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

{a) annexation of real property and improvements into
a taxing unik;

{h) construction, expansion, ar remedeling of
improvements;

(c) transfer of property into a taxing unit;

(d} subdivision of real property;

(e) reclassification of property;

{£) increases in the amount of production or the value
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of production €for property described in 15-6-131 or
15-6-132;

(9} transfer of property £rom tax-exempt to taxable
status;

{h) revaluations caused by:

(i) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvements; or

(i) lincreases in property wvaluation pursuant to
15-7-111(4) through (B) in order to egqualize property wvalues
annually.

{4} The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax 1liability on individual
property in each class as a result of:

ta) a revaluation caused by:

(i) constructicn,

expansion, replacement., or

remodeling of improvements that adds value to the property;
or

(ii) cyclical reappraisal:

{b) transfer of property into a taxing unit;

lc) reclassification of property;

(d) increases in the amount of production or the value

of production for property described in 15-6-131
15-6-132;

Qr
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(e) annexation of the individual property into a new
taxing unit;

(E) conversion of the individual property £from
tax-exempt to taxable status; or

{g) increases in property valuation pursuant to
15-7-111{4) through {(8) in order to egualize property values
annually.

(5} Preoperty in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1%B2 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new
base year designated, if the property is:

(a) new construction:

(b) expanded, deleted, replaced, or remodeled
improvements;

(c) annexed property; or

(d) property converted from tax-exempt to taxable
status.

{6) Property described in subsections (5)(a} through
{5){d) that is not class four, class twelve, Or class
fourteen property is valued according to the procedures used
in 1986 but is also subject to the dollar cap in each taxing

unit based on 1986 mills levied.

(7) The 1limitation on the amount of taxes, as
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clarified in this section, is intended to leave the property
appraisal and valuation methodology of the department of
revenue intact. Determinations of county classifications,
salaries af local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations 1in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
iiability may not exceed the dellar amount due in each
taxing unit for the 1986 tax year unless the taxing unit's
taxaktle wvaluation decreases by 5% or more from the 1986 tax
year. If a taxing unit's taxable valuation decreases by 5%
or more from the 1986 tax year, it may levy additiconal mills
to conpensate for the decreased taxable valuation, but in no
case may the mills levied exceed a number calculated to
equal the revenue from property taxes for the 1986 tax year
in that taxing unit.

{8) The limitation on the amount of taxes levied does
not apply to the following 1levy 'or special assessment
categories, whether 6: not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402:

(a) rural improvement districts;

-16-
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{b) special improvement districts;

fe) levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

{d) city street maintenance districts;

(e) tax increment financing districts;

{(f) satisfaction of judgments against a taxing unit;

{g) street lighting assessments; and

(h) revolving funds [ofs] support any categories
specified in this subsection (8); and

(i} elementary and high school districts.

{9) The limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing unit
approve an increase in tax liability following a resolution
of the governing body of the taxing unit containing:

{a) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

{b} an explanation of the nature of the financial
emergency;

{¢) an estimate of the amount of funding shortfall
expected by the taxing unit;

{d) a statement that applicable fund balances are or
by the end of the fiscal year will be depleted;

(e} a finding that there are no alternative sources of

revenue;
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() a summary of the alternatives that the governing
body of the taxing unit has considered; and

{g) a statement of the need for the increased revenue
and how it will be used.

{(10) The limitation on the amount of taxes levied dces
not apply to levies required to address the funding of
relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity.

(11) The limitation on the amount of taxes levied by a
taxing jurisdiction subject to a statutory maximum mill levy
does not prevent a taxing jurisdiction from increasing its
number of mills beyond the statutory maximum mill levy to
produce revenue egual to its 1986 rewvenue.

{12) The 1limitation on the amount of taxes levied does
not apply to a levy increase to repay taxes paid under

protest in accordance with 15-1-4¢2."

Section 5. section 15-30-108, MCA, is amended to read:

“15-30-108. t(Femporaryy--Surtax. Afeer In addition to
the amount of tax liability ha=-been computed as regquired in
15-30-103, each person filing a Montana individual income
tax return shall add as a surtax 10% of the tax liabilityy
and-the-amount-so-arrived-at-is-the-amount--due—-the--stater
tTerminates-Becember-3t7-1989--3ecv-127-€hs-6665;-b--198%=F."

Section 6. Secticn 15-35-108, MCA, is amended to read:

*15-35-108., Disposal of severance taxes. Severance

-18-
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taxes collected under this chapter must be allocated
according to the provisions in effect on the date the tax is
due under 15-35-104. Severance taxes collected under the
provisions of this chapter are allocated as follows:

(1} To the trust fund created by Article IX, section
5, of the Montana constitution, 50% of total coal severance
tax collections, The trust fund moneys shall be deposited
in the fund established under 17-6-203(5) and invested hy
the board of investments as provided by law.

{2) sStarting July i, 1987, and ending June 30, 1993,
12% of coal severance tax collections are allocated to the
highway reconstruction trust fund account in the state
special revenue fund.

(3) Coal severance tax ccllections remaining after the
allocations provided by subsections (1) and (2) are
allocated in the following percentages of the remaining

balance:

(a) after June 30, 1991, 20% to the state special

revenue fund to the credit of the education trust fund
account and 17.5% to the credit of the local impact account.
Unencumbered funds remaining in the local impact account at
the end of each biennium are allocated to the education

trust——fund--aceount state special revenue fund for state

equalization aid to public schools of the state.

{(b) 35% until June 30, 1991, and thereafter 10% to the
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state special revenue fund for state equalization aid to

public schools of the state:

(c) 1% to the state special revenue fund to the credit

of the county land planning account:;

(d} 1 1/4% to the credit of the renewable resource

development bond fund;

(e) after June 30, 1891, 5% to a nonexpendable trust

fund for the purpose of parks acquisition or management,
protection of works of art in the state capitol, and other
cultural and aesthetic projects. Income from this trust fund
shall be appropriated as follows:

{i) 1/3 for protection of works of art in the state
capitol and other cultural and aesthetic projects; and

(ii) 2/3 for the acquisition, development, operation,
and maintenance of any sites and areas described in
23-1-102;

{f} 1% to the state special revenue fund to the credit
of the state library commission for the purposes of
praviding basic library services for the residents of all
counties through library federations and for payment of the
costs of participating in regional and national networking;

{g) 1/2 of 1% to the state special revenue fund for
conservation districts;

(h) 1 1/4% to the debt service fund type to the credit

of the water development debt service fund;
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{i) 2% to the state special revenue fund for the
Montana Growth Through Agriculture Act;

(j) all other revenues from severance taxes collected
under the provisions of this chapter to the credit of the
general fund of the state."

Section 7. Section 17-3-213, MCA, is amended to read:

"17-3-213. Allocation to general road fund and
countywide school levies. (1) The forest reserve funds so
apporticned to each county skai® must be apporticned by the
county treasurer in each county between-the-severai-funds as
follows:

{a) to the general road fund, 66 2/3% of the total
amount received;

{b) to the following countywide school levies, 33 1/3%
of the total sum received:

{i} the--annumi-basic-tax-itevy county equalization for

elementary schools provided for in 20-9-331:

(ii) the-annuai-speetat--ta¥ county equalization for

high schools provided for in 20-9-333; and
{iil) the high schocl transportation fund provided for
in 20-10-1437¢
tivi-the--etementary--teacher--retrrement--and---seciat
seeurtby-fund-provided-for-in-20-9-561+
tvy-~the--high~-scheet--teacher--retirement--and-social

seeyrity-fund-provided-for-in-26-3-58%.
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{2) The apportionment of money to the funds provided
for under subsection (l)(b) shaii must be made by the county
superintendent based on the proportion that the mill levy of
each fund bears to the total number of mills for all the
funds. Whenever the total amount of money available Ear
apportionment under this section is greater than the total
requirements of a levy, the excess money and any interest
income must be retained in a separate reserve fund, to be
reapportioned in the ensuing school fiscal year to the
levies designated in subsection (l)(b).

{3) In counties wheredn in which special road
districts have been created according toc law, the board of
county commissioners shall distribute a proportionate share
of the 66 2/3% of the total amount received for the general
road fund to suweh the special road disteiee-or districts
within the county based upon the percentage that the total

area of suveh the road district bears to the total area of

the entire county."
Section 8. Section 17-7-502, MCA, is amended to read:
"17-7-502. Statutory appropriations -- definition --
requisites for validity. (1) A statutory appropriation is an
appropriation made by permanent law that authorizes spending
by a state agency without the need for a biennial
legislative appropriation or budget amendment.

(2) Except as provided in subsection (4), to be
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effective, a statuteory appropriation must comply with both

of the following provisions:

(a) The law containing the statutory authority must be
listed in subsection {3}.

{b) The law or portion of the law making a statutory
appropriation must specifically state that a statutory
appropriation is made as provided in this section.

(3) The following laws are the only laws containing

statutory appropriations: 2-9-202; 2-17-140%; 2-18-812;
10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304;
15-25-123; 15-31-702; 15-36-112; 15-37-117; 15-70-101;

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424;

17-5-804; 19-8~504; 19-9-702; 19-9-1047; 19-10-205;

19-10-305; 19-10-506; 19-11-512; 19-11-513; 19-11-606;

19-12-301; 19-13-604; 20-6-406; 20-8-111; [sectien 650];

23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-1016;
23-5-1027; 27-12-206: 37-51-501; 39-71-2504; 53-6-150;
53-24-206; 61-2-406; 61-5-121; 67~-3-205; 75-1-1101;
75-5-1108; 75-11-313; 76—-12-123; 80-2-103; 82-11-136;

#82-11-161; 90-3-301; 90-4-215; 90-4-613; 90-6-331; 90-9-306;
and section 13, House Bill No. 861, Laws of 1985.

(4) There is a statutory appropriation to pay the
principal, interest, premiums, and costs of issuing, paying,
and securing all bonds, notes, or other obligations, as due,

that have been authorized and issued pursuant to the laws of
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Montana. Agencies that have entered into agreenents
authcrized by the laws of Montana to pay the state
treasurer, for deposit in accordance with 17-2-101 through
17-2-107, as determined by the state treasurer, an amount
sufficient to pay the principal and interest as due on the
bonds or notes have statutory appropriation authority for
such payments. (In subsection (3), pursuant to sec. 10, Ch.

664, L. 1987, the inclusion of 39-71-2504 terminates June
30, 1991.)"

Section 9. section 20-3-106, MCA, is amended to read:

"20-3-106. Supervision of schools -- powers and
duties. The superintendent of public instruction has the
general supervision of the public schools and districts af
the state, and he shall perform the following duties or acts
in implementing and enforcing the provisions of this title:

(1) resolve any controversy resulting from the
proration of costs by a joint board of trustees under the
provisions of 20-3-362;

(2) issue, renew, or deny teacher certification and
emergency authorizations of employment;

{(3) negotiate reciprocal tuition agreements with other
states in accordance with the provisions of 20-5-314;

(4} serve on the teachers' retirement board in
accordance with the provisions of 2-15-1010;

(5) approve or disapprove the corders of a high school
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boundary commission in accordance with the provisions of
20-6-311;

{6} approve or disapprove the opening or reopening of
a school in accordance with the provisions of 20-6-502,
20-6-503, 20-6-504, or 20-6-505;

(7) approve or disapprove school iscolation within the
limitations prescribed by 20-9-302;

(8) generally supervise the school budgeting
procedures prescribed by law in accordance with the
provisions of 20-9-102 and prescribe the school budget
format in accordance with the provisions of 20-9-103 and
20-9-506;

{9) establish a system of communication for
calculating joint district revenues in accordance with the
provisions of 20-9-151;

(10} approve or disapprove the adoption of a district's
emergency budget resclution under the conditions prescribed
in 20-9-163 and publish rules for an application for
additional state aid for an emergency budget in accordance
with the approval and disbursement provisions of 20-9-166;

(11) generally supervise the school financial
administration provisions as prescribed by 20-9-201(2):

(12) prescribe and furnish the annual report forms to
enable the districts te report to the county superintendent

in accordance with the provisions of 20-9-213(5) and the
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annual report forms tc enable the county superintendents to
report to the superintendent of public instruction in
accordance with the provisions of 20-3-209;

{13) approve, disapprove, or adjust an jincrease of the
average number belonging (ANB) in accordance with the
provisions of 20-9-313 and 20-9-314;

(14) distribute state equalization aid in support of
the foundation program in accordance with the provisions of

20-9-331, 20-9-333, 20-9-342, 20-9-346, and 20-9-347;

(15) distribute state impact aid in accordance with the
provisions of 20-9-304;

{16) provide for the uniform and equal provision of
transportation by performing the duties prescribed by the
provisions of 20-10-112;

{17) approve or disapprove an adult education program
for which a district proposes to levy a tax in accordance
with the provisicons of 20-7-705;

(18) request, accept, deposit, and expend federal
meneys money in accordance with the provisions of 20-9-603;

(19) authorize the use of federal memeys money for the
support of an interlocal cooperative agreement in accordance
with the provisions of 20-9-703 and 20-9-704;

{20) prescribe the form and contents of and approve or
disapprove interstate contracts in accordance with the

provisions of 20-9-705;
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(21) approve or disapprove the conduct of school on a
Saturday or on pupil-instruction-related days in accordance
with the provisions of 20-1-303 and 20-1-304;

(22) recommend standards of accreditation for all
schools to the board of public education and evaluate

compliance with =ueh the standards and recommend

accreditation status of every school to the board of public
education in accordance with the provisions of 20-7-101 and
20-7-102;

(23) collect and maintain a file of curriculum guides
and assist schools with instructional programs in accordance
with the provisions of 20-7-113 and 20-7-114;

(24) establish and maintain a library of visual, aural,
and other educational media in accordance with the
provisions of 20-7-201;

(25) license textbook dealers and initiate prosecution
of textbook dealers violating the law in accordance with the
provisions of the textbooks part of this title:

(26) as the governing agent and executive officer of
the state of Montana for K-12 vocational education, adopt
the policies prescribed by and in accordance with the
pravisions of 20-7-301;

(27) supervise and coordinate the conduct of special

education in the state in accordance with the provisions of
20-7-403;
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(28) administer the traffic education program in
accordance with the provisions of 20-7-502;

(29) administer the school food services program in
accordance with the provisions of 20-10-201, 20-10-202, and
20-10-203;

(30) review school building plans and specifications in
accordance with the provisions of 20-6-622;

({31) prescribe the method of identification and signals
to be used by school safety patrols in accordance with the
pravisions of 20-1-408;

(32) provide schools with information and technical
asslistance for compliance with the student assessment rules
provided for in 20-~2-121 and collect and summarize the
resulcs of sueh the student assessment for the board of
public education and the legislature;

(33) administer the distribution of state retirement

equal.zation aid for each district's retirement fund

expenditures in accordance with 29-9-532 20-9-347; and

{34) perform any other duty prescribed from time to
time by this title, any other act of the legislature, or the
policies of the board of public education.”

Section 10. section 20-3-205, MCA, is amended to read:

"20-3-205. Powers and duties. The county
superintendent has general supervision of the schools of the

county within the limitations prescribed by this title and
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shall perform the following duties or acts:

(1) determine, establish, and reestablish trustee
nominating districts in accordance with the provisions of
20-3-352, 20-3-353, and 20-3-354;

({2) administer and file the oaths of members of the
boards of trustees of the districts in his county in
accordance with the provisions of 20-3-307:

{3) register the teacher or specialist certificates or
emergency authorization of employment of any person employed
in the county as a teacher, specialist, principal, or
district superintendent in accordance with the provisions of
20-4-202;

(4) act on each tuition application submitted to him
in accordance with the provisions of 20-5-301, 20-%-302,
20-5-304, and 20-5-311 and transmit the tuition information
required by 20-5-312;

(5) file a copy>of the audit report for a district in
accordance with the provisions of 20-9-203;

(6) classify districts in accordance with the
provisions of 20-6-201 and 20-6-301:

{7) keep a transcript and reconcile the district
boundaries of the county in accordance with the provisions
of 20-6-103;

{8) fulfill all responsibilities assigned to him under

the provisions of this title requlating the organization,
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alteration, or abandonment of districts;

{(9) act on any unification propesition and, if
approved, establish additional trustee nominating districts
in accerdance with 20-6-312 and 20-6-313;

(10) estimate the average number belonging (BNB} of an
opening schoel in accordance with the provisions of
20-6-502, 20-6-503, 20-6-504, or 20-6-506; -

{11} process and, when required, act on school
isolation applications in accordance with the provisions of
20-9-302;

{12) complete the budgets, compute the budgeted
revenues and tax levies, file final and emergency budgets,
and fulfill such other responsibilities assigned to him
under the provisions cf this title regulating school
budgeting systems;

(13) submit an annual financial report to the
superintendent of public instruction in accordance with the
provisions of 20-9-211;

(14) guarteriy monthly, unless otherwise provided by
law, order the county treasurer to apportion state money,
county school money, and any other school money subject to
apportionment in accordance with the provisions of 20-9-212,
20-9-334, 20-9-347, 20-10-145, or 20-10-146;

(15) act on any request to transfer average number

belonging (ANB) in accordance with the provisions of

=30~
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20-9-313(3});

{16) calculate the estimated budgeted general £fund
sources of revenue in accordance with the provisions of
20-9-348 and the other general fund revenue provisions of
the general fund part of this title;

(17) compute the revenues and the district and county
levy requirements for each fund included in each district's
final budget and report such the computations to the board
of county commissicners in accordance with the provisions of
the general fund, transportation, bonds, and other school
funds parts of this title;

{18) file and forward bus driver certifications,
transportation contracts, and state trangportation
reimbursement claims in accordance with the provisions of
20-190-103, 20-10-143, or 20-10-145;

(19) for districts which do not employ a district
superintendent or principal, recommend 1library book and
textbook selections in accordance with the provisions of
20~7-204 or 20-7-602;

(20) notify the superintendent of public instruction of
a textbook dealer's activities when required under the
provisions of 20-7-605 and otherwise comply with the
textbook dealer provisions of this title;

{21) act on district reguests to allocate federal money

for indigent children for school food services in accordance
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with the provisions of 20-10-205;

{22) perform any other duty prescribed from time to
time by this title, any other act of the legislature, the
policies of the board of public education, the policies of
the board of regents relating to community college

districts, or the rules of the superintendent of public

instruction;

{23) administer the oath of office to trustees without
the receipt of pay for administering the oath:

(24) keep a record of hie official acts, preserve all
reports submitted to him under the provisions of this title,
preserve all boeks and instructional equipment or supplies,
keep - all documents applicable to the administration of the
office, and surrender such all records, books, supplies, and
equipment to his successor;

{25) within 90 days after the close of the scheool
fiscal year, publish an annual report in the county
newspaper stating the following financial information for
the school fiscal year just ended for each district of the
county:

(a) the total of the cash balances of all funds
maintained by the district at the beginning of the year:

(b} the total receipts that were realized in each fund
maintained by the district;

(c} the total expenditures that were made from each
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fund maintained by the district; and

(d) the total of the cash balances of all funds
maintained by the district at the end of the school fiscal
year; and

[26) hold meetings for the members of the trustees from
time to time at which matters for the good of the districts
shatt must be discussed."”

Section 11. section 20-3-32d4, MCA, is amended to read:

“20-3-324. Powers and duties. As prescribed elsewhere
in this title, the trustees of each district shall:

{1) employ or dismiss a teacher, principal, or other
assistant upon - the recommendation of the district
superintendent, the ccunty high school principal, or other
principal as the board considers necessary, accepting or
rejecting any recommendation as the trustees in their scle
digcretion determine, in accordance with the provisions of
Title 20, chapter 4;

{2) employ and dismiss administrative personnel,
clerks, secretaries, teacher aides, custodians, maintenance
personnel, =zchool bus drivers, food service personnel,
nurses, and any other perscnnel c¢onsidered necessary to
carry out the various services of the district:

(3) administer the attendance and tuition provisions
and otherwise govern the pupils of the district in

accordance with the provisions of the pupils chapter of this
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ticle;

(4) call, conduct, and certify the elections of the
distriet in accordance with the provisions of the school
elections chapter of this title;

(5) participate in the teachers' retirement system of
the state of Montana in accordance with the provisions of
the teachers' retirement system chapter of Title 19;

(6) participate in district boundary change actions in
accordance with the provisions of the districts chapter of
this title;

{7) organize, open, close, or acquire isolation status
for the schools of the district in accordance with the
provisions of the school organization part of this title;

{8) adopt and administer the annual budget or an
emergency budget of the district in accordance with the
provisions of the school budget system part of this title;

(9) conduct the fiscal business of the district in
accordance with the provisions of the schoal financial
administration part of this title;

(10) establish the ANB, foundation program, permissive
tevy7 additional levy, cash reserve, and state impact aid
amount for the general fund of the district in accordance
with the provisions of the general fund part of this title;

(ll) establish, maintain, budget, and finance the

transportation program of the district in accordance with
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the provisions of the transportation parts of this title;

(12) issue, refund, sell, budget, and redeem the bonds
of the district in accordance with the provisions o©of the
bonds parts of this title;

(13) when applicable, establish, financially
administer, and budget for the tuition £fund, retirement
fund, building resgrve fund, adult education fund,
nonoperating fund, school food services fund, miscellaneous
federal programs fund, building fund, lease or rental
agreement fund, traffic education fund, and interlocal
cooperative agreement fund in accordance with the provisions
of the other school funds parts cof this title;

(14) when applicable, administer any interlocal
cooperative agreement, gifts, legacies, or devises in
accordance with the provisions of the miscellaneous
financial parts of this title;

{15) hold in trust, acquire, and dispose of the real
and personal property of the district in accordance with the
provisions of the school sites and facilities part of this
title;

{16) operate the schools of the district in accordance
with the provisions of the school calendar part of this
title;

{17) establish and maintain the instructional services

of the schools of the district in accordance with the
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provisions of the instructional services, textbooks,

vocaticnal education, and special education parts of this
title;

(18) establish and maintain the school food services of
the district in accordance with the provisions of the school
food services parts of this title;

(19) make reports from time ¢to time as the county
superintendent, superintendent of public instruction, and
board cof public education may require;

(20) retain, when considered advisable, a physician or
registered nurse to inspect the sanitary conditions of the
school or the general health conditions of each pupil and,
upon regquest, make available to any parent or guardian any
medical reports or health records maintained by the district
pertaining to his child;

(21) for each member of the trustees, visit each school
of the district not less than once each school fiscal year
to examine its management, conditions, and needs, except
trustees from a first-class school district may share the
responsibility for visiting each school in the district;

{22) procure and display outside daily in suitable
weather at each school of the distriét an American flag that
measures not less than 4 feet by 6 feet;

{23) adopt and administer a district policy on

assessment for placement of any child who enrclls in a
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achool of the district from a nonpublic school that is not
accredited, as required in 20-5-110; and

(24) perform any other duty and enforce any other
requirements for the government of the schools prescribed by
this title, the policies of the board of public education,
or the rules of the superintendent of public instruction."

Section 12. Section 20-3-331, MCA, is amended to read:

"20-3-331. Purchase of liability insurance. The
trustees of any district may purchase insurance coverage for
the district, trustees, and employees against liability for
the death, injury, or disability of any person or damage to

property. The trustees shall inciude the cost of coverage in

the general fund budget of the district.”

Section 13. section 20-5-305, MCA, is amended to read:
*20-5-305. Elementary tuition rates. (1) Whenever a
pupil of an elementary district has been granted approval to

attend a school outside of the district in which he resides,

under the provisions oFf 20-5-301 or 20-5-302, such the

district of residence shall pay tuition to the elementary
district where the pupil attends school. Except as provided
in subsection {2), the basis of the rate of tuition shall be
determined by the attended district. The rate of tuition
shatt must be determined by:

(a) totaling the actual expenditures from the district

general fundy and the debt service fundr-andy-if--ehe--pupii
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ts-a-resident-of-another-countyr-the-rebirement-£fund;

(b) dividing the amount dJdetermined in subsection
{l){a) by the ANB of the district for the current fiscal
year, as determined under the provisions of 20-9-311; and

{c) subtracting the--—totat---of from the amount

determined in subsection (1)(b) the per-ANB amount allowed

by 28-9-3i6-through-20-9-321i-that-represents the foundation
program schedules as-preseribed-by~-28-9-383-pius-che-per—ANB
amoune-deeermined-by-dividing-the——scate——-Einancing--ef--the
district--permianive——levy--by-the-ANB~of-the-distcricey-£from
the-amount-decermined-in-subsection—¢tytby.

(2) The tuition for a Ffull-time elementary special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculaticn
of elementary tuition for full-time elementary special
education pupils as designated in 20-9-311 for funding

purposes,”

Section 14. section 20-5-312, MCA, is amended to read:

*20-5-312. Reporting, budgeting, and payment for high
school tuition. {1) Except as provided in subsection (2), at
the close of the school term of each school fiscal year, the
trustees of each high school district shall determine the
rate of tuition for the current school fiscal year by:

{a) totaling the actual expenditures from the district

general fundy and the debt service fundy-and;-if--the--pupii
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ta-a-resident-ef-another-countyr—the-retirement-fund;

(b} dividing the amount determined in subsectian
(1){a) above by the ANB of the district as determined under
the provisions of 20-9-311; and

{c) subtracting the---totat---of from the amocunt

determined in subsection (1)(b) the per-ANB amount allowed

by 28-9-336-through-26-9-32i-¢thak-sepresents the foundation
program as-prescribed-by-20-3-383-pitus——the--per—AND——amernt
determined--by--dividing—the-state-finanetng-ef-the-districe
permissive—tevy-hy-the-ANB-of-the-districk;-frem—the——amaunt
detearmined-in-subseceion-¢y¢tby schedules.

(2) The tuition for a Eull-time high school special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculation
of tuition for full-time high school aspecial education
pupils as designated in 20-9-311 for funding purposes.

(3) Before July 15, the trustees shall report to the
county superintendent of the county in which the district is
located:

(a) the names, addresses, and resident districts of
the pupils attending the schools of the district under an
approved tuition agreement;

(b} the number of days of school attended by each
pupil;

{c) the amount, if any, of each pupil's tuition
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payment that the trustees, in their discretion, have the
authority to waive; and

(d) the rate of current school figeal year tuition, as
determined under the provisions of this section,

(4) When the county superintendent receives a tuition
repott from a district, he shall immediately send the
reported information to the superintendent of each district
in which the reported pupils reside.

(5) When the district superintendent receives a
tuition report or reports for high school pupils residing in
his district and attending an out-of-district high school
under approved tuition agreements, he shall determine the
total amount of tuition due such the out-of-district high
schools on the basis of the following per—pupil schedule:
the rate of tuition, number of pupils attending under an
approved tuition agreement, and other information provided
by each high school district where resident district pupils
have attended school.

(6) The total amount of the high school tuition, with
congideration of any tuition waivers, for pupils attending a
high school outside the county of residence must be financed
by the county basic special tax for high schools as provided
in 20-9-334. In December, the county superintendent shall
cause the payment by county warrant of at least one-half of

the high school tuition cbligations established under this
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section out o©of the first money realized from the county
basic special tax for high schools. The remaining
obligations must be paid by June 15 of the school fiscal
year. The payments must be made to the county treasurer of
the county where each high school entitled to tuition is
located. The county treasurer shall credit tuition receipts
to the general fund of the applicable high school district,
and the tuition receipts must be used in accordance with the
provisions of 20-9-141.

{(7) For pupils attending a high school outside their
district of residence but within the county of residence,
the total amount of the tuition, with consideration of any
tuition waivers, must be paid during the ensuing school
fiscal year. The trustees of the sending high school
district shall include the tuition amount in the tuition
fund of the preliminary and final budgets. This budgeted
tuition amount is not subject to the budget adjustment
provisions of 20-9-132. The county superintendent shall
report the net tuition fund levy requirement for each high
school district to the county commissioners on the second
Monday of August, and a levy on the district must be made by
the county commissioners in accordance with 20-9-142. The
levy requirement must be calculated by subtracting from the
total expenditure amount authorized in the final tuition

fund budget the sum of the cash balance in the tuition fund
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at the end of the immediately preceding school fiscal year
plus any other anticipated money that may be realized in the
tuition fund. The trustees shall pay by warrants drawn on
the tuition fund the tuition amounts owed to each district
included in the county superintendent's notification.
Payments must be made whenever there is a sufficient amount
of cash available in the tuition fund but no later than the
end of the school fiscal year for which the budget is

adopted. However, if the trustees of either the sending or
receiving high school district feel the transfer privilege
provided by this subsection is being abused, they may appeal
to the county superintendent of schools, who shall hold a

hearing and either approve or disapprove the transfer."
Section 15. Secticn 20-6-401, MCA, is amended to read:

“20-6~401. Definitions. As wused in this part. unless
the context clearly indicates otherwise, the following
definitions apply:

(1) “Component districts" means the elementary or high
school districts incorporated into the enlarged district.

(2) “Eligible pupils" means the average number
belonging (ANB) in the operating schools of the component
districts and the tuition pupils residing in the component
districts and attending another district's school under the
tuition provisions of the school laws, except that the

pupils residing in the component district having the largest

-42-



[V I S N ]

w W ~ o,

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0127/01

total number of pupils are ineligible for bonus payment
consideration.

(3) "Enlarged district" means the elementary or high
school district resulting from the consolidation or
annexation of two or more component districts.

(4) "General bonus payment" for first- and
second-ciass school districts must be $380 $450 per eligible
pupil per year for a period of 3 years and must be deposited
in the enlarged district's general fund. General bonus
payment for third-class school districts must be $588 $750
per eligible pupil per year for a period of 3 years and must
be deposited in the enlarged district's general fund. The
general bonus payment must be made from the state school
equalization aid account.

(5) "Transportation bonus payment" is the provision of
66 2/3% state financing of the cn-schedule transportation
amoynt as provided by the transportation provisions of the
school laws. When an eligible pupil is entitled to
transportation, the enlarged district is entitled to the
transportation bonus payment for the eligible pupil for a
period of 3 years. The payment must be made from the state
transportation aid account. When the eligible pupil rides a
bus providing transportation Ffor ineligible pupils, the
66 2/3% state financing of the on-schedule amount for this

payment must be prorated to provide financing for the
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eligible pupil.”

Section 16. section 20-6-506, MCR, is amended to read:

"20-6-506. Budgeting and cost sharing when junior high
school operated by elementary district and high school
district operating a county high school. (1)} Whenever the
opening of a junior high school is approved for the ensuing
school fiscal year under 20-6-505, the county superintendent
shall estimate the average number belonging (ANB) after
investigating the probable enroliment for the junior high
school. The ANB determined by the county superintendent and
the ANB actually realized in subseguent schocl fiscal years
shaii must be applied under 20-9-320 to prorate the
maximum-genarat-fund-budget-witheut-a-voted-tevy foundation

program schedule amount provided in 20-9-303(2})(a) between

the elementary and high school districts. Each district
shall adopt its general fund budget on the basis of the
proraced amount and shall finance its proportionate share of
the cost of operating the junior high school.

(2) The cost of operating the junior high school sheii
must be prorated between the elementary district and the
high school district on the basis of the ratio that the
number of pupils of their district is to the total
enrollment of the junior high school.”

Section 17. Section 20-6-603, MCA, is amended to read:

#20-6~503. Trustees' authority to acquire or dispose
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of sites and buildings -— when election required. (l) The
trustees of any district shati-have-the-anthority-eo may
purchase, build, exchange, or otherwise acquire, er sell, or
otherwise dispose of sites and buildings of the district.
Such--actien--shat:* Action may not be taken by the trustees
without the approval of the qualified electors of the

district at an election called for s=sueh the purpose of

approval unless:

{a) a bond issue has been authorized for the purpocse
of constructing, purchasing, or acguiring the site or
building;

{b) an additional 1levy under the provisions of
20-9-353 has been approved for the purpose of constructing,
purchasing, or acquiring the site or building;

(c) the cost of constructing, purchasing, or acquiring
the site or building is financed without exceeding the
maximum-genarai-fund-budget-without-a-vote—anount-prescribed

tn--20-9-316-—threugh--28-9-323 foundation program schedule

amount provided in 20-9-303(2j{a), andy in the case of a

site purchase, the site has been approved under the
provisions of 20-6-621; or

(d) moneys-are money is otherwise available under the
provisions of this title and the ballot for the site
approval for sumen the building incorporated a description of

the building to be located on the site.
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(2) When an election is conducted under the provisions
of this section, it sheit must be called under the
provisions of 20-20-201 and shai} must be conducted in the
manner prescribed by this title for school elections. An
elector qualified to vote under the provisions of 20-20-301
shati-be-permitted-+te may vote in sueh the election. I£f a
majority of those electors voting at the election approve
the proposed action, the trustees may take the proposed
action."”

Section 18. section 20-6-608, MCA, is amended to read:

"20-6-608. Authority and duty of trustees tc insure
district property. The trustees of any district shall have
the--authority-—and--+t-shaii-be-thetr-duty-+o insure any or
all real and personal property of the district. The trustees

shall include the cost of insurance in the general fund

budget of the district."

Section 19. secticn 20-7-414, MCA, is amended to read:
"20-7-414. Determination of children in need and type
of special education needed -- approval of classes and
programs by superintendent. (1) The determination of the
children requiring special education.and the type of special
education needed by these children shaii--be is the

responsibility of the trustees, and seuch the determination

shatt¥ must be made in compliance with the procedures

established in the rules of the superintendent of public
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instruction. Whenever the trustees of a school distriect or
the governing authority of an institution iearn of a
handicapped c¢hild in their jurisdiction who is in need of
special education, they shall determine whether the child is
in need of a surrogate parent by determining whether the
parents or guardian is unknown or unavailable or if the
child is a ward of the state. The determination must be made
within 10 days of the date on which the trustees of a school
district or the governing authority of an institution
learned of the presence of the child in the district. If the
child is in need of a surrogate parent, the trustees of a
school district or the governing autheority of an institution
must nominate a surrogate parent for the child as provided
in 20-7-461.

{2) vWhenever the trustees of any district intend to
establish a special education c¢lass or program, they shall
apply for approval and funding of the class or program by
the superintendent of public ingtruction. The superintendent
of public instruction shall approve or disapprove the
application for the special education ¢lass or program on
the basis of its compliance with the laws of the state of
Montana, the special education pollicies adopted by the board
of public education, and the rules of the superintendent of
publie instruction. No special education class ~may be

operated by the trustees without the approval of the
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superintendent of public instruction. Each special education
clase or program must be approved annually to be funded as

part of the maximum-budget-withewr-s-veee foundation program

for special education.®

Section 20. section 20-7-422, MCA, is amended to read:

*20-7-422. Out-of-state tuition for special education
children. (1) If the trustees of any district recommend to
the superintendent of public instruction the attendance of
a child in need of special education in a special educatien
program offered outside of the state of Montana, suweh the
arrangements shatt are not be subject to the out-of-state
attendance provisions of the laws governing the attendance
of pupils in schools outside the state of Montana.

(2) Whenever the attendance of a c¢hild at an
out-of-state special educaticon program is approved by the
superintendent of public instruction, it--shai}--be--the
responsibitiity~0f the superintendent of public instruction
shail, in cooperation with the department of family
services, teo negotiate the program for the c¢hild and the
amount and manner of payment of tuition. The amount of
tuition shai¥® must be included as a contracted service in
20-7-431(1){a){iii)(A) in the maximum-budget-without-a-vete

foundation program amount for special education.®

Section 21. Section 20-7-431, MCA, is amended to read:

"20-7-431. Allowable cost schedule for special
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programs - superintendent to make rules -- annual
accounting. (1) For the purpose of determining the

maximum-budget-without-a-vote foundation program amount for

special education as defined in 20-9-321, the following
schedule of allcwable costs shatt must be followed by the
schocl district in preparation of its special education
budget for state aid request purposes and by the
superintendent of public instruction in his review and
approval of the budget {for the purposes of determining the
amcunt of the maximum-buadget-withoue—a-vote foundation
pregram for special education for the district., and as used
in this schedule, “full-time special pupil" and “regular
ANB* are to be determined in accordance with 20-9-311 and
20-9-313):

(a) instruction: salaries, benefits, supplies,
textbooks, and other expenses including:

(i} salaries and benefits of special program teachers,
regular program teachers, teacher aides, special education
supervisors, audiologists, and speech and hearing
clinicians--the entire cost if employed full time in the
special program; if such personnel are shared between
special and regular programs—-a portion of the entire cost
corresponding to the entire working time which each sueh
person devotes to the special program;

(ii) teaching supplies and textbooks ig used
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exclusively for special programs--the actual total cost;
(iii) other expenses:
(A} contracted services, including fees paid for
professional advice and consultation regarding special
students or the special program, and the delivery of special

education services by public or private agencies--the actual

total cost;

(B) transpartation costs Eor special education

personnel who must travel on an itinerant basis from school

to school or district to district or to in-state child study

team meetings or in-state individualized education program

meetings--the actual cost to the district calculated on the
same mileage rate used by the district for other travel

reimbursement purposes;
(b) supportive services, including:

(i) salaries and benefits of professicnal supportive

personnel--the entire cost if employed full time in the

special program; if such the personnel are shared between

special and reqular programs--a portion of the entire cost

corresponding to the entire working time which each sueh

person devotes ta the special program. Professional

supportive personnel may include counselors, social workers,

paychologists, psychometrists, physicians, nurses, and

physical and occupational therapists.

(ii) salaries and benefits of clerical personnel £or
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who assist professional personnel in  supportive
services--the entire cost if employed full time in the
special program; if such the personnel are shared between
special and regular programs-~-a portion of the entire cost
corresponding to the entire working time which each sueh
person devotes to the gpecial program;

(¢) equipment:

(i) equipment--the actual total cost:

(ii) special equipment for district-owned school buses
necessary to accommodate special students--the actual total
cost;

{iii) special equipment for school buses contracted to
transport special students--that portion of the contract
price attributable to the cost of special equipment or
perscnnel required to accommodate special students--the
actual special cost;

{iv) repair and maintenance of egquipment--the actual
total cost;

{(d) room and board costs when the special pupil has to
attend a program at such a distance from his home that
commuting is undesirable as determined by the superintendent
of public instruction.

(2) The superintendent of public instruction shalls
prior-~to--September—~iy--19FF;--revise-~the adopt rules in

accordance with the policies of the board of public
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education for:

{a) keeping necessary records £for supportive and
administrative personnel and any perscnnel shared between
special and regular programs;

(b} defining the total special program caselcad that
shail must be assigned to specific support persons and the
kinds of professional specialties to be considered relevant
to the program before the district may c¢ount an allowable
cost under subsection {l1}{b} of this section; and

{c¢) defining the kinds or types of egquipment whose
costs may be counted under subsection (1)(ec)({i) of this
section.

{3) An annual accounting of all expenditures of school
district general fund menmsys money for special education
shatt must be made by the district trustees on Eorams
furnished by the superintendent of public instruction. The
superintendent of public instruction shall make rules for
sweh the accounting,

{4) If a board of trustees chooses to exceed the
budget approved by the superintendent of public instruction,
costs in excess of the approved budget may not be reimbursed

under the maximem-brdgeb-withouk-a-vote foundation program

for special education.
(5) Allowable costs prescribed in this section do not

include the costs of the teachers' retirement system, the
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public employees' retirement system, the federal social
security system, or the costs for unemployment compensation
insurance.

{6) {a) Notwithstanding other provisions of the law,
the superintendent of public instruction shesi:* may not

approve a maximum-budget-witheut-a-vete foundation program

amount for special education whieh that exceeds legislative
appropriations; however, any unexpended balance from the
first year of a biennial appropriation may be spent in the
second year o©f the biennium in addition to the second year
appropriation.

{bY If the total allowable cost of the special
education budgets exceeds legislative appropriations
available for special education, each district shall receive
a pro rata share of the available appropriations based upon
prioritized budget items as established by the
superintendent of public instruction. The amount of the
approved budgets in excess of the available appropriations
may not be reimbursed under the

marimum-pudget-without-a-veee foundation program for special

education and is the responsibility of the school district."
Section 22. Section 20-9-104, MCA, is amended to read:

*20-9-104. General fund cash reserve. (1) At the end
of each school fiscal year, the trustees of each district

shall designate what the portion of the general £fund
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end-of-the-year cash balance shaii that is ta be earmarked

as cash reserve for the purpose of paying general fund
warrants issued by the district from July 1 to November 30

of the ensuing school fiscal year. ¥he Except as provided in

subsections (3) and (4), the amount of the general fund cash

balance that 1is earmarked as cash reserve shat: may not

exceed 35% the following percentages of the £final general

fund budget for the ensuing school fiscal year and-sheii:

{a) 35% for a district that did not receive state

equalization aid during the current school fiscal year;

(b) 30% for a district that received state

egualization aid equal to 25% or less of its foundation

program schedule entitlement in the current school fiscal

year; and

{(c) 201% for a district that recejved state

equalization aid equal to more than 25% of its foundation

program schedule entitlement in the current school fiscal

year.

{(2) The amount heid as cash rederve may not be used

for property tax reduction in the manner permitted by
20-9-141(1)(b) for other receipts. Any portion of the
general fund end-of-the-year cash balance that 1is not
earmarked for cash reserve purposes shaii--be is cash
reappropriated whéeh-shai: and must be used for property tax

reduction as provided in 20-9-141(1)(b)(iii).
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{3) The limitation of subsection (1)} does not apply

when the amount in excess of the limitation is equal to or

less than:

(a} any amount received during the current school

figcal vear under Public Law 81-874;

{b) the unused balance of any amount received in

settlement of tax payments protested prior to [the effective

date of this sectionl]; or

(c) any amount received as a general bonus payment

under 20-6-401.

{4) The limitation of subsection {1} does not apply if

the amount earmarked as cash reserve ig $10,000 or less."”

Section 23. Section 20-9-141, MCA, is amended to read:

*20-9-141, Computation of general £fund net levy
requirement by county superintendent. (1) The county
superintendent shall compute the levy requirement f£or each
district's general Ffund on the basis of the following
procedure:

(a) Determine the eetai-ef-the funding required for
the district's final general fund budget less the amount
established by the schedules in 20-9-316 through 20-9-321 by
totaling:

{i} the district's nonisclated school foundation
program requirement to be met by a district levy as provided

in 20-9-303;
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tti)-the--distriecla-permisnive-tevy-amcunt-ns-previded
in-28-9-3532+ and

tz%%}(ii) any additional general fund budget amount
adopted by the trustees of the district under the provisions
of 20-9-353, including any additional levies authorized by
the electers of the district.

(b} Determine the tetmi-ef-the-moneys money available
for the reduction of the property tax on the district for
the general fund by totaling:

(i) anticipated federal moneys money received under
the provisions of Title I of Public Law 81-874 aor other
anticipated federal moneys money received in lieu of such
that federal act;

(ii) anticipated tuition payments for out-of-district
pupils under the provisions of 20-5-303, 20-5-307, 20-5-312,
and 20-5-313;

tiii) general fund cash reappropriated, as established
under the provisions of 20-9-104;

(iv) anticipated or reappropriated state impact aid
received under the provisions of 20-9-304;

(v) anticipated or reappropriated revenue from vehiete

property taxes and fees imposed under 23-2-517, 23-2-803,

61-3-504{2), 61-3-521, and 61-3-537, and 67-3-204;
{vi) anticipated net proceeds taxes for interim

production and new production, as defined in 15-23~601;
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{vii) anticipated intereat to be earned or
reappropriated interest earned by the investment of general
fund cash in accordance with the provisions of 20-9-213(4};

and

{viii) anticipated revenue from corporation license

taxes collected from financial institutions under the

provigions of 15-31-702; and

tvxidy(ix) any other revenue anticipated by the
trustees to be received during the ensuing school fiscal
year which may be used to finance the general fund.

{c) Subtract the totat-of-the-meneys money available
to reduce the property tax required to finance the general
fund that has been determined in subsection {(1){b) from the
total requirement determined in subsection (1l)(a).

(2) The net general fund levy requirement determined
in subsection ({l){(c) shai} must be reported to the county
commissioners on the second Monday of August by the county
superintendent as the general fund levy requirement for the
district, and a levy »shat¥ must be made by the county
commissioners in accordance with 20-9-142."

Section 24. section 20-9-201, MCA, is amended to read:

"20-9-201. Definitions and application. (1) As used in
this title, unless the context clearly indicates ctherwise,
"fund" means a separate detailed account of receipts and

expenditures for a specific purpose as authorized by law.

-

o o~ ™,

10
11
12
13
14
15
16
17
px: |
19
20
21
22
23
24

25

LC 0127/01

Funds are classified as follows:

(a) A "budgeted fund" means any €Eund for which a
budget must be adopted in order to expend any money from
such the fund. The general fund, transportation fund, bus
depreciation reserve fund, elementary tuition Ffund,
retirement fund, debt service fund, leased facilities fund,
building reserve fund, adult education fund, nonoperating
fund, veeational-eechnieat-eentar-fundy and any other £funds
so designated by the legislature shaii--be are budgeted
funds.

(b} A "nonbudgeted fund" means any fund for which a
budget is not required in order to expend any money on
deposit in sueh the fund. The school food services £fund,
miscellaneous federal programs fund, building fund, lease or
rental agreement fund, traffic education fund, interlocal
cooperative fund, and any other funds so designated by the
legislature shaii-be are nonbudgeted funds.

{2) The school financial administration provisions of
this title apply to all money of any elementary or high
school district except the extracurricular money realized

from pupil activities, Elementary and high school districts

shall record the receipt and disbursement of all money in

accordance with generally accepted accounting principles.

The superintendent of public instruction has general

supervisory authority as prescribed by law over the school
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financial administration provisions, as they relate to
elementary and high school districtsr-as-preseribed--by——iaw
and. He shall eatabiish-sueh adopt rules as-are necessary to
secure compliance with the law."

Section 25. secticn 20-9-212, MCA, is amended to read:

"20-9-212. Duties of county treasurer. The county
treasurer of each county shall:

{1} receive and hold all school money subject to
appartionment and keep a separate accounting of its
apportionment to the several districts which are entitled to
a portion of sueh the money according to the apportionments
ordered by the county superintendent. A separate accounting
shati must be maintained for each county fund supported by a
countywide levy for a specific, authorized purpose,
including:

{a) the Dbasic county tax in support of the elementary
foundation programs;

{b) the basic special tax for high schools in support
of the high school foundation programs:

(c) the county tax in support of the county's high
school transportation obligation: and

tdy-—the-connty-tax--in-—support--of--the-——-high~-school
obligationa-—to——the-—resirenent—-systens——-of-~the--state-of
Moncana;

tey--any-additionat--county-—tax--required--by--taw--te
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provide——-for---defictency---financing---of-—-the-—eiementary
feundation-pregramss

t+€y--any-additionai--county--tax--reguired--by--taw--te
provide-—-for-——defictency--financing--of~--the--high--school
foundacion-programs:-and

t9¥(d) any other county tax for schools, including the
community colleges, which may be authorized by law and
levied by the county commissioners;

{2) whenever requested, notify the county
superintendent and the superintendent of public iastruction
of the amount of county school money on depcsit in each of
the funds enumerated in subsection (1) of this section and
the amount of any other school money subject to
apportionment and apportion such the county and other school
money to the districts in accordance with the apportionment
ordered by the county superintendent;

(3) keep a separate accounting of the expenditu:es»fo:
each budgeted fund included in the final budget of each
district;

(4) keep a separate accounting of the receipts,
expenditures, and .cash balances for each budgeted fund
included in the final budget of each district and for each
nonbudgeted fund established by each district;

{5) except as otherwise limited by law, pay all

warrants properly drawn on the county or district school
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money and properly endorsed by their holders;

{6) receive all revenue collected by and for each
district and deposit these receipts in the fund designated
by law or by the district if no fund is designated by law.
Interest and penalties on delinguent school taxes shall be
credited to the same fund and district for which the
original taxes were levied.

{(7) send all revemues revenue received for a joint
district, part of which is situated in his county, to the
county treasurer designated as the custodian of sueh
revenues the revenue, no later than December 15 of each year
and every 3 months thereafter until the end of the school
fiscal year;

(8) at the direction of the trustees of a district,
assist the district in the issuance and sale of tax and
revenue anticipation notes as provided in Title 7, chapter
6, part 11;

{9) register district warrants drawn on a budgeted
fund in accordance with 7-6-2604 when there is insufficient
money available in--the--sum--ef-meney in all funds of the
district to make payment of sueh the warrant. Redemption of
registered warrants shal} must be made in accordance with
7-6-2116, 7-6-2605, and 7-6-2606.

(10) invest the money of any district as directed by

the trustees of the district within 3 working days of auch
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the direction;

{11) give each month give to the trustees of each
district an itemized report for each fund maintained by the
district, showing the paid warrants, outstanding warrants,
registered warrants, amounts and types of revenue received,
and the cash balance; ané

{12) remit promptly to the state treasurer receipts for
the county tax for a vocaticnal-technical center when levied

by the board of county commissioners under the provisions of

20-16-202; and

{13) invest the money received from the basic county

tax in support of the elementary foundation programs and the

basic special tax in support of the high school foundation

pregrams within 3 working days of receipt. The money must be

invested until the working day before it is required to be

distributed to school districts within the county or

remitted to the state. Permissible investments are specified

in 20-9-213(4). All investment income must be deposited, and

credited proportionately, in the funds established to

account for the taxes received for the purposes specified in

subsections (1)(a) and (1)(b}."

Section 26. sSection 20-9-213, MCA, is amended to read:

"20-9-213. Duties of trustees. The trustees of each
district shall have the scle power and authority to transact

all fiscal business and execute all contracts in the name of
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sueh the district. No person other than the trustees acting
as a governing board shali-have-the-gutherity—to may expend
moneys money of the district. In conducting the fiscal
business of the district, the trustees shall:

(1) cause the keeping of an accurate, detailed
accounting of all receipts and expenditures of school moneys
money for each fund maintained by the district in accordance

with generally accepted accounting principles and the rules

prescribed by the superintendent of public instruction. The
record of sueh the accounting sheaii must be open to public
inspection at any meeting of the trustees.

(2) authorize all expenditures of district moneys
money and cause warrants to be issued for the payment of
lawful obligations:

(3) have—the--anthority--to issue warrants on any
budgeted fund in anticipation of budgeted revenues, except
that such the expenditures shai: may not exceed the amount
budgeted for sueh the fund;

(4) invest any meneys money of the district, whenever
in the judgment of the trustees suwech the investment would be
advantagecus to the district, by directing the county
treasurer to invest any money of the district in direct
obligations of the United States government; in savings or
time deposits in a state or naticnal bank, building or loan

association, savings and loan association, or credit union
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insured by the FDIC, FSLIC, or NCUA located in the state; or
in a repurchase agreement as authorized in 7-6-213. All
interest collected on aueh the deposits or investments shaii
must be credited te the fund from which the money was
withdrawn, except that interest earned on account of the
investment of money realized from the sale of bonds shaii
must be credited to the debt service fund or the building
fund, at the discretion of the becard of trustees. The
placement of the investment by the county treasurer shait is
not be subject to ratable distribution laws and shei: must
be done in accordance with the directive from the board of
trustees. R district may invest moneys money under the state
unifi=d investment program established in Title 17, chapter

6.

{5) cause the district to record every transaction in

the appropriate account before the accounts are closed at

the ond of the fiscal year in order to properly report the

receipt, use, and disposition of all money and property far

which the digtrict is accountable;

€5¥(6) report annually to the county superintendent,
not later than August 1, the financial activities of each
fund maintained by the district during the last completed
school fiscal year, on the forms prescribed and furnished by
the superintendent of public instructiaon., Annual fiscal

reports for joint school districts shai} must be submitted
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to the county superintendent of each county in which part of
the joint district is situated.

£63(7) whenever requested, report any other fiscal
activities to the county superintendent, superintendent of
public instruction, or board of public education;

t7¥({8) cause the accounting records of the district to
be audited annuatiy biennially as required by taw 2-7-503;
and

t8y(9} perform, in the manner permitted by law, such
other fiscal duties that are in the best interests of the
district."

Seaction 27. Section 20-9-301, MCA, is amended to read:

"20-9-301. Purpose and———defintpion of foundation
program and definition of general fund budget. (1) A uniform
system of free public schools sufficient for the education
of and open to all school age children of the state shaii
must be established and maintained throughout the state of
Montana. The state shall aid in the support of its several
school districts on the basis of their financial need as
measured by the foundation pregram and in the manner
established in this title.

{2) The principal budgetary vehic¢le for achieving the
minimum financing as established by the foundation program
shaiti-be is the general fund budget of the district. The

purpose of the general fund shaii-be budget is to finance
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those general maintenance and operational costs of a

district not financed by other funds established for special

purposes in this title.

(3) The amount of the general fund budget for each
school fiscal year shait may not exceed the financing
limitations established by this title but shaii-be-ps may
not be less than the amount estabiished by law as the
foundation program. The general fund budget shaii must be

financed by the foundation program revenues and may be

supplemented by the-permissive-ievy-and an additional voted
tevies-in-the-manner levy and other revenue, as provided by

taw 20-9-353."

Section 28. section 20-9-303, MCA, is amended to read:

"20-9-303. Definition of Foundation program and-its

Proportion-of-the--maximum-general-fund-witheut-a-vered-tevy

schedule——amount -- nonisolated school Efoundation program

financing —- special education fynds. (1) As wused in this

title, the term “foundation program"” shaii-mean means the

minimum epetating expendituress-as-established-herain; that

are sufficient to provide for the educational program of a

school. The foundation program relates only to those

expenditures authorized by a district's general fund budget
and shaii may not include expenditures from any other fund.

It shaii-be is financed by:

{a) county equalization menmeys money, as provided in
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20-9-331 and 20-9-333; and

{b)}) state equalization aid, as provided in 20-9-343;

(c] appropriations for special educatiocn; and

{d) a district levy as provided in subsection (3) for

suppert of a school not approved as an isolated school under

the provisions of 20-9-302.

{2) 9Phe-doitiar-amount-of-tha-foundatten-program—-shaii

maximum-generai-fund-budget-without-a-voted-tevy--iimitarion
as--set-forth-in-the-schedutes-in-20-9-336-threngh-20-9-32%=
The foundation program ef-an includes:

{a] amcunts in support of general education programs

as provided in the schedules in 20-9-316 through 20-9-320;

and

(b} payments in support of special education programs

under 20-9-321.

{(3) An elementary schcol having an ANB of nine or
fewer pupils for 2 consecutive years which is not approved
as an isclated school under the provisions of 20-9-302 shai®

be--88%-6f may budqet ang spend the schedule amount, but the

county and state shall participate in financing cone-half of
the foundaticn program, and the district shall finance the
remaining one-half by a tax levied on the property of the
district. When a school of nine or fewer pupils is approved

as isolated under the provisions of 20-9-302, the county and
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state shall participate in the financing of the total amount
of the foundation program.

¥3¥(4) Funds provided to support the special education
accounting budget may be expended only for special aducation
purpcses as approved by the superintendent of public
instruction in accordance with the special education
budgeting provisions of this title. Expenditures for special
education shatt musat be accounted for separately £from the
balance of the school district general fund. Transfers
between items within the special education budget for
accounting purposes may be made at the discretion of the
board of trustees in accordance with the financial
admiristration part of this title, The unexpended balance of
the special education accounting budget sha::-earry carries
over to the next year to reduce the amount of £funding
required to finance the district's ensuing year's

maximum-budget-without~a-vote foundation program amount for

special education.”
Section 29, section 20-9-311, MCA, is amended to read:
“20-9-311. Calculation of average number belonging
(ANB). (1) Average number belonging must be computed by
determining the total of the aggregate days of attendance by
regularly enrolled, full-time pypils during the second
semester of the preceding school fiscal year and the £flrst

semester of the current school fiscal year pilus the
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aggregate days of absence by regularly enrolled, full-time
pupils during the second semester of the preceding school
fiscal year and the first semester of the current school
fiscal year and by dividing the total by 180. However, when
a school district has approval to operate less than 180
school days under 20-9-804, the total must be calculated in

accordance with the provisions of 20-9-805. For the purpose

of calculating ANB under this secticn, the days of

attendance for a regularly enrolled pupil may not exceed 180

pupil-instruction days and 7 pupil-instruction-related days.

Attendance for a part of a morning session or a part of an
afternoon session by a pupil must be counted as attendance
for one-half day. In calculating the ANB for pupils enrolled
in a program established under 28-7-ii?-prior-teo-January-—i7y
397 47--or——pursuane-te 20-7-117(1), attendance at or absence
from a regular session of the program for at least 2 hours
of either a morning or an afternocon session will be counted
as one-half day attended or absent as the case may be, If a
variance has been granted as provided in 20-1-302, ANB will
be computed in a manner prescribed by the superintendent of
public instruction, but in no case may the ANB exceed
one-half for each kindergarten pupil. When any pupil has
been absent, with or without excuse, for more than 10
congecutive school days, including pupil-instruction-related

days, his absence after the 10th day of absence may not be
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included in the aggregate days of absence and his enrcllment
in the school may not be considered in the calculation of
the average number belonging until he resumes attendance at
school.

(2) I1f a student spends less than half his time in the
reqular program and the balance of his time in school in the
special education program, he is considered a full-time
special pupil but is not considered reqularly enrolled for
ANB purposes. If a student spends half or more of his time
in school in the reqular program and the balance of his time
in the special education program, he is considered regularly
enrolled Eor ANB purposes.

{3) The average number belonging of the regularly
enrolled, full-time pupils for the public schools of a
district must be based on the aggregate of all the regularly
enrolled, full-time pupils attending the schools of the
district, except that when:

{a) a school of the district is located mcore than 3
miles beyond the incorporated limits of a city or town or
from another school of the district, all of the regularly
enrolled, full-time pupils of the school must be calculated
individually for ANB purposes;

{b}) a junior high schoocl has been approved and
accredited as a junior high school, all of the regularly

enrolled, full-time pupils of the junior high school must be
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considered as high school district pupils for ANB purposes;

(c) a middle school has been approved and accredited,
211 pupils below the 7th grade must be considered elementary
school pupils for ANB purposes and the 7th and 8th grade
pupils must be considered high school pupils for ANB
purposes; or

(d) a school has not been accredited by the board of
public educaticn, the regularly enrolled, full-time pupils
attending the nonaccredited school are not eligible for
average number belonging calculation purposes, nor will an
average number belonging for the nonaccredited school be
used in determining the foundation program for the district.

(¢) When 11th or 12th grade students are regqularly
enrolled on a part-time basis, high schools may calculate
the ANB to include an "equivalent ANB" for those students.
The method for calculating an eguivalent ANB must be
determined in a manner prescribed by the superintendent of

public instruction.”

Section 30. Section 20-9-312, MCA, is amended to read:

*20-9-312. Maximum—-——generai--fund--budget Foundation

program schedule for grades seven and eight, The ANB

calculated for grades 7 and B shai} must be funded at the
high school rate, provided that the school meetes the
standards for accreditation of a middle school, When mueh

the pupils are actually enrclled in an elementary school,
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the foundation program schedule amount eof-the-genefai-fund

budget per ANB is determined from the high school schedule
using the total ANB of the elementary school. To determine
the total ANB of such-an the e¢lementary school, the 7th and
8th grade pupils shat® must be included in sweh the total.”

Section 31. section 20-9-315, MCA, is amended to read:

*20-9-315. Maximum general fund budget and exceptions.
{1) The total amount of the general fund budget of any
district sha*: may not be greater than the generat-fund
budget-—amount--speeifired——rn--28-9-316-—--threugh---28~-9-32%

district's foundatjon program as_provided in 20-9-303,

except when a district has adopted an emergency general fund
budget under the provisions of 20-9-165 or when a district
satisfies the requirements of 20-9-353.

(2) Notwithstanding the provisions of subsection (1),

a district's maximum general fund budget may not exceed 121%

of the foundation program amount for that district, except:

{a) when Public Law 81-874 funds are the source of

funding for the excess amount, until the state receives

approval of an_application to egualize the funds under 29
U.8.C, 240{d);

{b) when a district had combined expenditures in

schoal fiscal year 1988 from its general fund and

comprehensive insurance fund in an amount greater than the

maximum general fund budget allowed by this section, in
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which case the maximum general fund budget of the district

is limited to:

(i} its schocl fiscal year 1928B combined expenditure

amount until that amount does not exceed 121% of the

district's foundation program amount; or

(ii) the average of its school fiscal year 198B and

1989 combined expenditure amounts until that average amount

does not exceed 121% of the district's foundation program

amount . "

Section 32. Section 20-9-318, MCA, is amended to read:

*20-9-318. Elementary school mawimum-budgee foundation

program schedule for :+983-88 school fiscal year 1991 and

succeeding years. For 3987-88 the school fiscal year ending

June 30, 1991, and succeeding school years, the elementary

school maxtmum--budget foundation program schedule is as

follows:

(1) For each elementary school having an ANB of nine
or fewer pupils, the maximum shaii-be-§$287358 is $29,399 if
aatd the school is approved as an isolated school.

(2) For schools with an ANB of 10 pupils but less than
18 pupils, the maximum shati--be--$207%56 is $29,3%9 plus
5842750 $1,228.74 per pupil on the basis of the average
number belonging cver nine.

{3} For schocls with an ANB of at least 14 pupils but

less than 18 pupils that qualify for instructional aide
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funding under 20-9-322, the maximum shaii--be--9337042 is
$48,190 plus $842<56 $1,228.74 per pupil on the basis of the
average number belonging over 14.

(4) For schools with an ANB of 18 pupils and employing
one teacher, the maximum shati-be-§27774% is $40,459 plus
5842:58 $1,228.74 per pupil on the basis of the average
number belonging over 18, not to exceed an ANB of 25.

(S} For schools with an ANB of 18 pupils and employing
two full-time teachers, the maximum shati-ke-$5447298 is
$64,595 plus $523+68 $769.48 per pupil on the basis of the
average number belonging over 18, not to exceed an ANB of
50.

(6} For schools having an ANB in excess of 40, the
maximum, on the basis of the total pupils (ANB) in the
district fer-eiementary-pupits-witi-be, is as follows:

(a} For a school having an ANR of more than 40 and
employing a minimum of three teachers, the maximum of $1795%
shati--be $2,854.18 is decreased at the rate of $3+96 $2.77
for each additional pupil until the total number (ANB) shai
have-reached reaches a total of 100 pupils.

{b) For a school having an ANB of mocre than 100
pupils, the maximum of $iy843--shait——be $2,687.92 is
decreased at the rate of 9%-74 §2.54 for each additional
pupil until the ANB shaii-kave-reaeched reaches 300 pupils.

(¢) For a schocl having an ANB of mere than 300
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pupils, the maximum shaii may not exceed $is496 $2,181.84
for each pupil.

{7} The maximum per pupil for all pupils (ANB) and for
all elementary schools shaii must be computed on the basis
of the amount allowed heretn in this section on account of
the last eligible pupil (ANB}. All elementary schools
operated within the incorporated limits of a city or town
shaii must be treated as one school for the purpose of this

schedule.”
Section 33. section 20-9-319, MCA, is amended tc read:

“20-9-319. High school maximum--budget foundation

program schedule for 198%-88 schocl fiscal year 1391 and

succeeding years. For 1987-688 the school fiscal vear ending

June 30, 1991, and succeeding school years, the high school

maximum-budget foundation program schedule is as follows:

(1} For each high school having an ANB of 24 or fewer
pupils, the maximum shaii—be-§ii4v845 is $178,762.
(2) For a secendary high scheol having an ANB of more

than 24 pupils, the maximum $47785-shali-be of $7,448.11 is

decreased at the rate of $26-30 $40.63 for each additional
pupil until the ANB shali-have-rezched reaches a total of 40
such pupils.

{3) For a school having an ANB of more than 40 pupils,
the maximum of $47368-shaii~be $6,799.03 is decreased at the
rate of $26w38 $40.63 for each additional pupil until the
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ANE shalti-have-reached reaches 100 pupils.

(4) For a school having an ANB of more than 100
pupils, & the maximum of $2y802-~-shail--be $4,361.47 is
decreased at the rate of $4:3% $6.80 for each additional
pupil until the ANB shaii-have-remched reaches 200 pupils.

(5) For a schoel having an ANB of more than 200
pupils, the maximum of $27365--shaii--be $3,681.25 is
decreased by §$2-48 $3.74 for each additional pupil until the
ANB shaii-have-reached reaches 300 pupils.

(6) For a schoeol having an ANBR of more than 300
pupils, the maximum of S$27125--shati--be $3,367.68 is

decreased at the rate of 44 68 cents for each additional

pupil wuntil the ANB shaii-have-reached reaches 600 pupils.
{7} For a school having an ANB aver of more than 600
pupils, the maximum shail may not exceed $iy393 $3,102.21
per pupil.
{8) The maximum per pupil for all pupils (ANB) and for
31} high schools shaii must be computed on the basis of the

amount allowed herein in this section on account of the last

eligible pupil (ANB). All high schools and junior high
schools which have been approved and accredited as junior
high schools, operated within the incorporated limits of a
city or town, shail must be treated as one school for the

purpose of this schedule."”

Section 34. section 20-9-320, MCA, is amended to read:
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"20-9-320. Maximum---generai--fund--budget Foundation

program schedule amount for junior high school., {l1) The

generai--fund-—budget foundation program schedule amount for

an approved and accredited junior high school shati must be
prorated between the elementary district generait-fund-budget

foundation program schedule amount and the high school

district genera¥-fund--budget foundation program schedule

amount in the following manner:

{a) determine the per—ANB schedule amount for the
school, as defined by 20-9-317 and 20-9-319, from the high
school schedule:

{b) calculate the ANB for the regularly enroclled
full-time pupils enrolled in the 7th and Bth grades of the
junior high school;

{(c) multiply the per-ANB schedule amount determined in
subsection (1}{a) by the ANB calculated in subsection {(1l)(b)
to determine the authorized generai-fund-budget amount whieh
shati--be available for the elementary district generai-funa

budget foundation program; and

{d) subtract the amount determined in subsection
(1){c) from the total authorized generai-fund-budgetr amount
for the school to determine the authorized generai--fund
budget amount whieh-shall-be available for the high school

district gemerai-fund-budger foundation program.

(2) The generai-fund-budget amount determined for each
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school of a district wunder the schedules provided in
20-9-316 through 20-9-319 shali must be totaled to determine

the maxtmum-generat-fund-budgec-witheut-a-veted-ievy

foundation program schedule amount for swen the district.”
Section 35. Section 20-9-321, MCA, is amended to read:
"20-9-321. Maximum—-—-generai——£fond--budget Foundation
program and contingency funds for special education. (1) For
the purpose of establishing the

maximum-budget-without-a-vete foundation program ameunt for

a current year special education program for a school
district, the superintendent of public instruction wiid
shall determine the total estimated cost of the special
education program for the school district on the basis of a
special education program budget submitted by the district.
The budget wii} must be prepared on forms provided by the
superintendent of public instruction and wii} must set out
for each program:

{a) the estimated allowable costs associated with
operating the program where allowable costs are as defined
in 20-7-431;

(b) the number of pupils expected to be enrolled in
the program; and

(c) any other data required by the superintendent of
public instruction for budget justification purposes and to

administer the provisions of 20-9-315 through 20-9-321.
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(2) The total amount of allowable costs approved by
the superintendent of public instruction shaii-be is the
special education maximum-budget-without-a-vote foundation
program amount for current year special education program
purposes. The total amount of allowable costs that are
approved for the special education budget shei: may not,
under any

condition, be less than the

maximum-budget-without~a-vaes foundation program amount for

one reqular ANB for each speecia} full-time special pupil in

the school district.

{(3) If a special education program is implemented or
expanded during a given schocl term tco late ta be included
in the

determination of the district

maximum-budget-without-a-vote foundation program £or the

school year as prescribed in this part, allowable costs
approved under the budgeting provisions of subsections (1)
and (2) for the operation of the program during the giwven
year muat be funded from any legislative appropriation for
contingency £Einancing for special education. Contingency
funds granted under thlis subsection must be deposited in a
separate account of the miscellaneous programs fund cf the
district as provided in 20-9-507. However, if contingency
funds are not available, then subject to the approval of the
praogram by the superintendent under the emergency budget

provisions of 20-9-161(5), allowable costs for the given
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year may be added to the maximum-budget-withouk-a-vote

foundation program amount for special education Ffor the

subsequent school year. Such The allowable costs must be
recorded as previous year special education expenses in the
schocl district budget for the subsequent school year.

(4) The sum of the previous year special education
expenses as defined in subsection (3) abave and the

maximem-budget-withane-a-vate foundation program amount for

current year special educaticn as defined in subsections (1)
and {(2) shati--be is the special education budget for
accounting purposes.

{5} The maxtmum-budget-without~a—-vote foundation
program amount for special education wiit must be added to

the maximum-budget-without-a-vote foundation program amount

of the regular program ANB defined in 20-9-311 and 20-9-313
to obtain the total maximum-budget-withent-a-vete foundation
program amount for the district."

Section 36. Ssection 20-9-322, MCA, is amended to read:

*20-9-322. Elementary instructional aide funding
qualification. (1) An elementary school that anticipates an
ANB of at least 14 but lesas than 18 pupils for the ensuing
school fiscal year may determine the mawimum--generat--fund
budget foundation program amount under the provisions of
20-9-316(3) or 20-9-318(3) if eligibility is approved in

accordance with the following provisiona:

...Bn—
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(a} No later than May 10 of each year, the school
district shall submit its application for approval for
instructional aide funding to the superintendent of public
instruction. The application must include:

(i) the ANB for the preceding ANB calculation period;

(ii) the current ANB and the number of grade levels
being taught on May 1 of the current year;

(iii) an estimate of the ANB and the number of grade
levels anticipated for the ensuing ANB calculation period;

(iv) the factual information on which the estimate |is
based; and

{v)} any other information or data that may be required
by the superintendent of public instruction.

(b} The superintendent of public instruction shall
immediately review all of the factors of the application and
shall approve the application if the anticipated ANB is at
least 14 but less than 18 pupils and a minimum of five grade
levels are being taught as of May 1 of the current year oOr
documentation is  provided that indicates that the
anticipated ANB will require a minimum of five grade levels
to be taught in the ensuing school year.

(2} Whenever a school district applies for and is
approved for instructional aide funding under the provisions
of subsection (1), the district shall hire an instructional

aide.
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{3) For the purposes of this section, the term

“instructional aide" means:

{(a) a person who is under the direct supervision of a
teacher; or

(b) a certified teacher."

Section 37. section 20-9-331, MCA, is amended to read:

*20-9-331. Basic county tax and other revenues for
county equalization of the elementary district foundation
program. (1) ft--shaiti--be--the--duty--of--the The county
commissioners of each county teo ghall levy an annual basic
tax of 28 34 mills on the doitars dollar of the taxable
value of all taxable property within the county, except for
vehicies-subiect——to--taxation--under--63-3-584{2} property
subiject to a tax or fee under 23-2-517, 23-2-803,

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, £for the

purposes of local and state foundation pregram support. The

revenue to-—-be collected from this levy shait+ must be
apportioned to the support of the foundation programs of the
elementary school districts in the county and to the state

special revenue fund, state equalization aid account, in the

following manner:

{a} In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum af the
estimated revenues revenue identified in subsection (2)

betow—-shat¥ must be subtracted from the sum of the county
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elementary transportation obligation and the total of the
foundation programs of all elementary districts of the
county.

(b) If the basic 1levy prescribed by this section
produces more revenue than is required to finance the

difference determined above in subsection (1){(a), the county

treasurer shall remit the surplus funds to the state
treasurer for deposit to the state special revenue fund,
state equalization aid account, immediately upon occurrence
of a surplus balance and each subseguent month thereafter,
with any final remittance due no later than June 20 of the
fiscal year for which the levy has been set.

fc) If revenue from the basic levy prescribed by this

section when combined with the other revenue from subsection

{2) is insufficient to fully fund the percentage determined

in 20-9-347¢(1){b) and the county is eligible for an

apporticnment of state equalization aid under the provisions

of 20-9-347({l}(c). the county superintendent shall notify

the superintendent of public instruction of the deficlency.

The superintendent of public instruction shall increase the

state equalization aid payments to the districts in the

affected county to offget the deficiency. A payment may not

be made under this subsection {c} that allows a district to

receive  foundation program funding in excess of the

foundation program amount of the district.
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(2) The praeeeds revenue realized from the county's
portion of the levy prescribed by this section and the
revenues revenue from the following sources shaii must be
used for the equalization of the elementary district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shai: nust be kept of such
proceeds-and-revenues the revenue by the county treasurer in
accordance with 20-9-212(1):

{a) the portion of the federal Taylor Grazing Act
funds distributed to a county and designated for the common
school fund under the provisions of 17-3-222;

{(b) the portion of the federal flood control act funds
distributed to a county and designated for expenditure for
the benefit of the county common Schocls under the
provisions of 17-3-232;

{c) all money paid into the county treasury as a
result of fines for violations of law, except money paid to
a justice's court, and the use of which 1is not otherwise
specified by law;

{d) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
aceount accounts for the wvarious sources of revenue
established or referred to in this section;

{e) any federal or state maney distributed to the

cournty as payment in lieu of the property taxation,
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estabiished-by-the-county--itevy--required~—by-—-this--section

including federal forest reserve funds allocated under the

provisions of 17-3-213;

(E) net proceeds taxes for interim production and new

production, as defined in 15-23-601; and

{g) anticipated revenue from vehicie property taxes

and fees imposed wunder 23-2-517, 23-2-803, 61-3-504(2),

61-3-521, and 61-3-537, and 67-3-204."

Section 38. section 20-9-333, MCA, is amended to read:

*20-9-333. Basic special levy and other revenues for
county equalization of high school district foundatien
program. (1) ft--shali--be--the——duty--of--the The county
commissioners of each county to shall levy an annual basic
special tax for high schools of 3?7 21 mills on the deollar of
the taxable value of all taxable property within the county,
except for vehicies--aubject-to-taxation-under-63-3-504¢2%

property subject to a tax or fee under 23-2-517, 23-2-803,

61-3-504¢(2), 61-3-521, 61-3-537, and 67-3-204, for the

purposes of local and state foundation program support. The
revenue to--be collected from this levy sha:t must be
apportioned to the support of the foundation programs af
high school districts in the county and to the state special
revenue fund, state equalization aid account, in the

following manner:

{a) In order to determine the amount of revenue raised
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by this levy which is retained by the county, the sum of the
estimated revenues revenue identified in subsections—¢t23tad

and-{2¥tby-betow-shatt subsection (2) must be subtracted

from the sum of the county's high school tuition obligation
and the total of the foundation programs of all high school
districts of the county.

(b) If the basic levy prescribed by this section
produces more revenue than 1is required to finance the

difference determined above in subsection (l){a), the county

treasurer shall remit the surplus to the state treasurer for
deposit to the state special revenue fund, state
equalization aid account, immediately upon occurrence of a
surplus balance and each subsequent month thereafter, with
any final remittance due no later than June 20 of the fiscal

year for which the levy has been set.

{c} If revenue from the basic levy prescribed by this

section when combined with the other revenue from subsection

(2) is insufficient to fully fund the percentage determined

in 20-9-347(1)(b} and the county is eligible for an

apportionment of state equalization aid under the provisions

of 20-9-347(l}(c), the county superintendent shall notify

the superintendent of public insttuciion of the deficiency.

The superintendent of public instruction shall increase the

state equalization aid payments to the districts in the
affected

county to offset the deficiency. A payment may not

-86~
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be made under this subsection (c) that allows a district to

receive foundation program funding in excess of the

foundation program amount of the district.

{2) The proceeds revenue realized from the county's
portion of the levy prescribed in this section and the
revenues revenue from the following sources shaii must be
used for the equalization of the high school district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shai} must be kept of these
proceeds the revenue by the county treasurer in accordance
with 20-9-212(1);:

{a) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
accounts for the various sources of revenue established in
this section;

(b} any federal or state moneys money distributed to
the county as a payment in lieu of the property taxation,
estabiished--by--the—-county-—tevy—-required-by-this—section

including federal forest reserve funds allocated under the

provisions of 17-3-213;

(c) net proceeds taxes for interim production and new
production, as defined in 15-23-601; and
(d} anticlpated revenue from vehteite property taxes

and_fees imposed under 23-2-517, 23-2-803, 61-3-504(2),

61-3-521, and 61-3-537, and 67-3-204."
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Section 39. section 20-9-343, MCA, is amended to read:

"20-9-343. Definition of and revenue for state
equalization aid. (1) As used in this title, the term "state
equalization aid" means these-moneys the money deposited in
the state special revenue fund as required in this section
plus any legislative appropriation of money from other
sources for distribution to the public schools for the
purpose purposes of egualization of the foundation program

and retirement fund expenditures of the public school

districts.

(2} The----leqistative--——appropriation—---for--—state
equatization-aid-shati-be-made--tn--a--singie——sum——far-—the
bienniums The superintendent of public instruction has
apthority-+to may spend such-appropriationy-tegether-with-the
earmarked--revenues~-pravided--in--subsection---{3¥7  funds

appropriated for state equalization aid as required for

egualization of the foundation program  purpeoses and

retirement fund expenditures throughout the biennium.

{3) The following shait* must be paid into the state
special revenue fund for state equalization aid to public
schools of the state:

{a) 3i:8%-of-21} money received from the collection of

income taxes under chapter 30 of Title 15, as provided by

15-1-501;

(b} 25%-of-ati-meneyy except as provided in 15-31-702,



w @ ~ o

10
11
12
13
14
15
16
17
18
18
20
21
22
23
24
25

LC 0127701

money received from the collection of corporation license

and income taxes under chapter 31 of Title 15, as provided
by 15-1~501;

{(c) 186%-of-the money allocated to state equalization
from the collecticon of the severance tax on coal;

(d) 1080%--of--the money received from the treasurer of
the United States as the state's shares of o0il, gas, and
other mineral royalties under the federal Mineral Lands
Leasing Act, as amended;

(e) interest and income money described in 20-9-341
and 20-9-342;

(£) income from the education trust fund account; and

{g) money received From the state egualization aid

levy under [section 491;

(h) income from the lottery, as provided in 23-5-1027;

tg¥(i) in-—addition——to--these——revenunes;7 the surplus
revenues collected by the counties £for foundation program
support according to 20-9-331 and 20-9-333%; and

{j) investment income earned by investing money in the

state egualization aid account in the state special revenue

fund.

{4) The superintendent of public instruction shall

request the board of investments to invest the money in the

state equalization aid account to maximize investment

earnings to the account.
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t43(5) Any surplus revenue in the state equalization
aid account in the second year of a biennium may be used to
reduce the any appropriation required for the next
succeeding biennium."

Section 40. Section 20-9-344, MCA, is amended to read:

*20-9-344. Purpose of state equalization aid and
duties of the board of public education for distribution --
conditions of first payment. (1)} The money available for
state equalization aid shat* must be distributed and
apportioned to provide an annual minimum operating revenue
tor the elementary and high schools in each county,
exclusive of revenues required for debt service and for the
payment of any and--a}t costs and expense incurred in
connection with any adult educaticn program, recreation
program, school food services program, new buildingss-new
and grounds, and transportation.

{2) The board of public education shall administer and
distribute the state equalization aid in the manner and with
the powers and duties provided by law. To this end, the
board of public education shall:

(a) adopt policies for regulating the distribution of
state equalization aid in accordance with the provisions of
law and in a manner that would-mest-effeckivery-meet—the

financiat--needs---of-~-districts provides for monthly

distribution to each district of its foundation program
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amount ;

{b) bhave the power to require sueh reports from the
county superintendents, budget boards, county treasurers,
and trustees as it may-deem considers necessary; and

{c) order the superintendent of public instruction to
distribute the state equalization aid on the basis of each
district's annual entitlement to such the aid as established
by the superintendent of public¢ instruction. In ordering the
distributicn of state egualization aid, the board of public
-education sheit may not increase or decrease the state
equalization aid distribution to any district on account of
any difference whieh that may occur during the school fiscal
year between budgeted and actual receipts from any other
source of school revenue.

{3) The board of public education may order the

superintendent of public instruction to withhold

distribution of state equalization aid or order Lthe county

superintendent of gschools to withhold county eqgualization

money from a district when the digtrict fails to:

(a) sgubmit reports or budgets as required by law or

rules adopted by the board of public education; or

{b) maintain accredited status.

(4) Prior to any proposed order by the board of public

education to withhold distribution of state equalization aid

or county equalization money, the district is entitled to a
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contested case hearing before the board of public education,

as provided under the Montana Administrative Procedure Act.

+3¥(5) Sheuixd [f a district reeceive receives more
state equalization aid than it is entitled to, the county
treasurer must shall return the overpayment to the state
upan the request of the superintendent of public instruction
in the manner prescribed by the department of commerce.

t4¥(6) (a) The first payment of state equalization aid
must bes

ta¥ based on an estimate of 20% of each district's
entitlements and

+by distributed by July 15 of the school fiscal year.

{b) Each subsequent monthly payment must be at least

7% o: the district's amount.*

Section 41. sSection 20-9-346, MCA, is amended to read:

*20-9-346., Duties of the superintendent of public
instruction for state egqualization aid distribution. The
superintendent of public instruction shall administer the
distribution of the state equalization aid by:

{1) establishing each district's annual entitlement to

state equalization aid in support of its retirement fund and

foundation program, based on the data reported in the budget

retirement and general fund budgets for each Jdistrict that

mnas have been duly adopted for the current school fiscal

year and verified by the superintendent of publice

-G2-
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instruction and by applying suweh the verified data under the
provisions of the state equalization aid allocation
procedure prescribed in 20-9-347;

{2} recommending to the board of public education the
annual entitlement of all districts to state equalization
aid to enable the board of public education to order the
distribution of state equallizatien aid:

{3) distributing by state warrant or electronic
transfer the state equalization aid, for each district
entitled to =uch Lhe aid, to the county treasurer of the
county where the district is located, in accordance with the
distribution ordered by the board of public education:;

{(4) keeping a record in his office of the full and
complete data concerning moneys money available for state
equalization aid and the entitlements for state equalization
aid of the severat districts of the state:

{5) reporting to the bcard of public education the
estimated amount whiech that will be available for state
equalization aid; and

(6) reporting to both branches houses of the state
legislature in any year when a session is convened:

(a) the figures and data available in his office
concerning distributions of state equalization aid during

the preceding 2 school fiscal years;

{b) the amount of state equalization aid then
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available;

{¢) the apportionment made of suen the available
moneys money but not yet distributed; and

(d) the latest estimate of accruals of moneys money
available for state equalization aid."

Section 42. sSection 20-9-347, MCA, is amended to read:

"20-5%-347. Formula for state equaltization aid

apportionment in sSupport of foundation program and

retirement. (1) The superintendent of public instruction
shall apportion the state equalization aid available for

support of the foundation program, individually for the

elementary districts of a county or the high school
districts of a county, in accordance with 20-9-346 and on
the basis of the following procedure:

{a) Determine the percentage that the total funds
available to all counties in the state in support of the
foundation program (including the state meneys money
available for state equalization aid in support of the

foundation program) is of the total amount of the foundation

programs of all counties.
(b} Determine the percentage that the total funds

available in each county in support of the foundation

programs in sueh the county (excluding state moneys money

available for state equalization aid in support of the

foundation program) is of the total amount of the foundation

-04-
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programs of all districts of sueh the county.

() Counties in which the percentage determined in
subsection (1)(b) exceeds the percentage determined in
subsection {1){a) shati--met--be are not entitled to an

apportionment of the state equalization aid in_ support of

the foundation program.

{d) After elimination of the counties referred ko in
subsection (1)(¢)., determine the percentage that the total
moneys money available to all remaining counties in support
of the foundation program {including the state moneys money

available for state equalization aid in support of the

foundation program) is of the total amount of the foundation
programs of all suweh remaining counties.

(e} Each district of each remaining county =hati-be is
entitled to an apportionment of the state equalization aid

which-shati-be in support of the foundation program equal to

the difference between the percentage determined in
subsection (1)(d) and the percentage determined for sneh the
county in subsection {1){b} multiplied by the foundation
program amcunt for sweh the district.

(2) The superintendent of public instruction shall

also apportion state egualization aid to each district in

support of the district's retirement fund expenditures,

except as provided in 20-9-501(3), in the following manner

and _in accordance with rules that must be adopted by the
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superintendent of public_instruction:

(a} For school fiscal vyear 1992, each county that

would be required to levy, in support of the retirement fund

budgets of the elementary and high school districts in the

county, more than the average number of mills levied per

county in taxable year 1989 for elementary or high school

district retjirement fund budgets, regpectively, shall

receive egualization aid equal to the amount required to be

raised in excess of the amount raised in that county by the

average levy per county.

{b) For schocl fiscal year 1993, each county shall

receive retirement egqualization aid equal to 50% of the

amount required by the elementary districts and high school

digtricts in the county.

(c) For school fiscal vears 1994 and succeeding years,

each district shall receive retirement egualization aid

equal to the full amount required by the elementary

districts and high school districts in the county.

+2+{3) The superintendent of public instruction shall
supply the county treasurer and the county superintendent
with a report of the apportionments of state equalization

aid to the several-diseriees county and each district of the

county, and the state equalization aid shait mugt be

apportioned to =uch the county and the districts in

accordance with sueh the report."”
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Section 43. section 20-9-351, MCA, is amended to read:
*20-93-351. Punding of deficiency in state equalization
aid. If the £foundation--program—-itevei--made--under—-the
provisions-of-28-3-348-is-tess-than-100%7-tt--shati--be—-the

dubty--of money available for state equalization aid is not

sufficient to provide the foundation program schedule

support  determined in  20-9-348 and the retirement fund

support required under 20-9-347, the superintendent of

public instruction &® shall request the budget director to
submit a reguest for a supplemental appropriation in the
second year of the biennium that wouid-be is sufficient to
complete the funding of retirement and the foundation
programs of the elementary or secondary scheols, or both,
for the current biennium."

Section 44. section 20-9-353, MCA, is amended to read:

“20-9-353, Additional levy for general Eund -
election for authorization to impose. (1) Tmhe Except as

limited by 20-9-315(2), the trustees of any district may

propose to adopt a general fund budget in excess of the

generai-fund-budget-amount foundation program for suehr the

district ms-eatablished-by-the-scheduites—in-20-9-3t6-through

20-9-32% for any of the following purposes:

(a) building, altering, repairing, or enlarging any

schoolhouse of the district;

{b) furnishing additional school facilities for the
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district;
{(c) acquisition of land for the district;

(d) proper maintepnance and operation of the school

programs of the district.

{2) When the trustees of any district determine that
an additional amount of financing 1is required for the

general fund budget that is in excess of the statutory

schedule amount, the trustees shall submit the proposition
of an additional levy to raise sueh the excess amount of

general fund financing to the electors who are qualified

under 20-20-301 to vote upon suweh the proposition, except
that no an election shati-be is not required to permit the
school trustees to use any funds available to finance the

additional amount other than those funds to be raised by the
additional levy. Seeh The special election shait must be
called and conducted in the manner prescribed by this title
for school elections, The ballot for such the election sheii
must state only the amount oﬁ money to be raised by
additional property taxation, the approximate number of
mills required to raise sueh the money, and the purpose for
which sweh the money will be expendedy. and--ift--shatt The
ballot must be in the following format:
PROPOSITION
Shall a levy be made in addition to the levies

authorized by law in sueh the number of mills as may be

-08-
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necessary to raise the sum of (state the amount to be raised
by additional tax 1levy), and being approximately {give
number) mills, for the purpose of (insert the purpose for
which the additional tax levy is made)?

[JFOR the lewvy.

{JAGAINST the levy.

(3) If the election on any additicnal levy for the
general fund is approved by a majority vote of these the
electors wvoting at such the election, the proposition shaii
earry carries and the trustees may use any portion or all of
the authorized amount in adopting the preliminary general
fund budget. The trustees shall certify the additicnal lewy
amount authorized by swemh-a the special election on the
budget form that is submitted to the county superintendent,

and the county commissioners shall levy sweh the authorized

number of mills on the taxable value of all taxable property
within the district, as prescribed in 20-9-141, as-are
required to raise the amount of sseh the additional levy.

(4} Authorization to levy an additional tax under the
provisions of this section shaii-be is effective for only 1
school fiscal year and shai® must be authorized by a special
election conducted before August 1 of the school fiscal year
for which it is effective."

Section 45. Section 20-9-501, MCA, is amended to read:

"20~9-501. Retirement fund. (1)} The trustees of any
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district employing personnel who are members of the
teachers' retirement system or the public enployees’
retirement system or who are c¢overed by unemployment
insurance or who are covered by any federal social security
system requiring employer <contributions shall establish a
retirement fund for the purposes of budgeting and paying the
employer's contributions to such systems. The district's
contribution for each employee who 1is a wmember of the
teachers' retirement system shat: must be calculated in
accordance with Title 19, chapter 4, part 6. The district's
cohtribution for each employee who is a member of the public
emplayees' retirement system shal® must be calculated in
accordance with 19-3-801. The-distriee-may-itevy-a-special
tax—-—-to--pay--its--contribution--to--the--pubtic——empioyeest
retirement—--system---under--the--conditcions—-prescribed--in
13-3-264r The district's contributions for each employee
covered by any federal social security system shail must be
paid in accordance with federal 1law and regulation. The
district's contribution for each employee who is covered by
unemployment insurance shaii must be paid in accordance with
Title 39, chapter 51, part 1i.

(2) The trustees of any district required to make a

contribution to any sweh system referred to in subsection

{1) shall include in the retirement fund of the preliminary

budget the estimated amount of the employer's contribution

=100~
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and-sueh-additionati-moneysy--within--tegat--timitationay—-as
they--may-—-wish--to--pravide—-for--the—-reecirement-fund-cash
reserve, After the final retirement fund budget has heen
adopted, the trustees shall pay the employer contributions
to such systems in accordance with the financial
administration provisions of this title.
+3y-—-When——-the--finat--retirement—-fund-budgee-has-been
adoptedy-the-councy-superintendent-shali-estabiish—the--tevy
requirement—by-
te}--determining-—the--sum--of—-the-meneys-avaiiabte-te
reduce-the-retirement-fund-ieavy-requirement-by-adding+
tty--any-anticipated-moneys-that-may-be-reattzed-in-the
retirement-£fund--during-—-the-—ensuing--scheet—-fiscat--yeary
incinding--anticipated--revenve-—-£from-vehicte-property-taxes
imposed-under-61-3-504¢2)-and-61-3-53%;
tiiy-net-proceeds-taxes-for-interim-production-and--new
production;-as-defined-in-15-23-66+r-and
titxy-any--—ecash---availabie--—far--reappropriation--as
determined-by-subtracting—the-ameunt-af-the——end-sf-the-yenr
cash—-batance--ecarmarked-as-ehe-retirement-fund-eash-reserve
for-che-ensuing-school-fiscat-year-by-the-trusceea-from——the
end-of-the-year-—caah--batance—-in--che-retirenent-£fund-—FPhe
recirement-fund-cash-reserve-shati-net-be-more-chan--35%—-of
the——£inni--recirement—--fund--budget--for-the—ensuing-schoot

fiscal-year-and-shall-be-uaed-~for--the—-purpose--of--paying
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retirement-—fund--warrants--issued-by-the-diserick-under-che
Einal-recirement-fund-budgets
tb}--subtracting-the-totai-of-the-moneys-avaitabie--for
reduesion---of-——the---ievy--requiremene——as——derermined-—in
subsection-t3ytaj-from-the-budgeted-amount-for—-expenditures
in-the-finat-reciremene-fund-budgets
t4)--The-county-superintendenc-shatis
ta}--totai--the--net--rebivement-fund-tevy-requivrements
separateiy-éor—aii-eiementary-—:chooi-—districtsrv—aii——high
schoo}*dishrietsr—aud—aii-conmanity-:ei}ege—éishf&eba—of—the
county;i--incinding--any--prorated--joint-diatrict-or-speciai
educazion-cosperative-agreement-tevy-requirementss
Thy--rednee—the-totai-retirement-fund-levy-requirements
aE-e%euentary—seheei-districts-and-high—aehoo*—districta~~by
the-amount-available-in-state-retirement-equatization-atd-as
catcutated-and-diseribnted-under-the-provistons-of-20-9-532+
and
ter-—report--cach--such--tevy-requirement-to-the-county
commiasieners--on--the--second--Monday--cf—-August--as—--the
respeetive—county—ievy-requirements—far-eienentary-déstrieef
hégh--—schooi———districtr-—and—-eonnnnéty—-ceiiege--disteéet
retirement-funds<
t54--the-ceuncy-commissionera-shati-fix--and--sse—-such
eounty-tevy—in-accordance-with-20-9~142+

t6y-—FThe-—net—-retirement--fund--tevy-requirement-for-a
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joint-eiementary-district-sr-a-joint--high--scheot--distriect
shaii--be--prorated--bto--each-county-in-which-a-part-of-such
diskriet-ras-tocated-in-the-same-proportion-as-—the--district
ANB--of-the-joint-district-ita-distributed-by-pupri-residence
tn-each-sueh--ecountyr--Fhe--county-—superintendents—-—-cf--the
ceuntins-affected-shati-jointiy-determine-the-net-retirement
fund--levy--requirement--for--each--esunty--as——provided—-in
20-9-151<
t#1~-Phe——net——recivement-—fund-—tevy--regquirenent—-for
diskricts——that-are-members-of-speciat-ednention-cocperative
agreements-shali-be-preraced-to-each-county--in--which--suech
district-is-iocated-in-the-same-proportion-as-the-budget-£or
the--apeciat-educacion-cooperative-agreement-of-the-diseriet
beara-te-the-total-budget-of--the--cooperativer——Fhe-—-county
superintendents-——cf--the—-counties--affected--shati—-jointly
determine-the-net-retirement-fund-tevy-requiremenec-£or--each
county--in-—the--same-manner-as-provided-in-28-9-15-and-£fix
and-ltevy-the-net-retirement-fund-ievy-for-cach-ecounty-in-the
same-manner-as-provided--in--20-9-152:--—tSubsection--t43tb}y
effective-duty-17-1988--sec+-87-Bhr-6357-h=-19387=}

(3) Retirement equalization aid may not be paid in

support of discretionary retirement costs incurred by a

district that provides termination pay or lump-sum deferred

compensation for an employee. The trustees may levy a

special tax to pay the district's contribution to the
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appropriate retirement system for these discretionary

cbligations in accordance with 20-9-142."

Section 46. Section 23-5-1027, MCA, is amended to
read:

"23-5-1027. Disposition of revenue. (1} A minimum of
45% of the money paid for tickets or chances must be paid
out as prize money. The prize money is statutorily
appropriated, as provided in 17-7-502, to the lottery.

{2) Commissions paid to lottery ticket or chance sales
agents are not a state lottery operating expense.

{3) That part of all gross revenue not used for the
payment of prizes, commissions, and operating expenses,
together with the interest earned on the gross revenue while
the gross revenue is in the enterprise fund, is net revenue
and must be paid gquarterly from the enterprise fund
established by 23-5-1026 to the superintendent of public
instruction for distribution as state equalization aid ee
the--retirement--fund--obtigations--of--etementary—-and-high
schoot-districts-in-the-manner-provided-tn-28-9-532 for the

public schcols of Montana. The net revenue is statutorily

appropriated, as provided in 17-7-502, to the superintendent
of public instruction.

{4) The spending authority of the lottery may be
increased in accordance with this section upon review and

approval of a revised operation plan by the budget office."
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Section 47, section 90-6-309, MCA, is amended to read:

"90-6-309. Tax prepayment -—- large-scale aineral
development. (1) After permission to commence operaticn is
granted by the appropriate governmental agency, and upon
request of the governing bedy of a county in which a
facility is to be located, a person intending to construct
or locate a large-scale mineral development in this state
shall prepay property taxes as specified in the impact plan.

This prepayment shall exclude the 6-mill university levy

established under 20-25-423 and may exclude the mandatory
county tevy levies for the school foundation program of-45

miits established in 20-9-331 and 20-9-31313,

{2) The person who is to prepay under this section
shatt is not be obligated to prepay the entire amount
established in subsection (1) at one time. Upon request of
the governing body of an affected local government unit, the
person shall prepay the amount shown to be needed from time
to time as determined by the board.

t3) The person who is to prepay shall guarantee to the
hard-rock mining impact board, through an appropriate
financial institution, as may be required by the board, that
property tax prepayments will be paid as needed for
expenditures created by the impacts o¢f the large-scale

mineral development.

{4) When the mineral development facilities are
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complated and assessed by the department of revenue, they
shati-be are subject during the first 3 years and thereafter
to taxation as all other property similarly situated, except
that in each year after the start of production, the local
government unit that received a property tax prepayment
shall provide for repayment of prepaid property taxes in
accordance with subsectlion (5}.

{5) A local government unit that received all or a
portion of the property tax prepayment under this section
shall provide for tax crediting as specified in the impact
plan. The tax credit allowed in any year may not, however,
exceed the tax obligation of the develcper for that year,
and :he time peried for tax crediting is limited to the
productive life of the mining operation.”

NEW SECTION. Section 48. Comprehensive insurance fund
balance —- tranafer. A district that has a balance remaining
on [the effective date of this section] in the district
comprehensive insurance fund shall transfer the balance to
the district general fund.

NEW SECTION. Section 49. sState equalization aid lewy.
There is a levy of 45 mills imposed on all taxable property
within the state, except propertf for which a tax or fee is
required under 23-2-517, 23-2-801, 61-3-504(2), 61-3-521,
61-3-537, and 67-3-204. Proceeds of the levy must be

remitted to the state treasurer and must be deposited to the
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credit of the state special revenue fund for state

equalization aid for the publie schools of Montana.

NEW SECTION. Section 50. State and county
equalization revenue -- statutory appropriation. Revenue

received in support of state and county equalization under
the provisions of 20-9-331, 20-9-333, and 20-9-343 is
statutorily appropriated, as provided in 17-7-502, to the
superintendent of public instruction to be used for county
equalization and state equalization aid for the public
schools, as provided by law, and must be accounted for in
accordance with generally accepted accounting principles.

NEW SECTION. Section 51. rurpose -
telecommunications network -- implementation —- consultant,
{1) The purpose of this section is to promote the use of
telecommunications technology for the purposes of enhancing
educational opportunities provided to students in the
Montana public school system and promating equal access by
students to those opportunities,

{2) To provide for the training and education needs of
public schools, the department of administration shall
retain a telecommunications engineering consultant Lo
support the development of design criteria and
specifications for statewide video networking and

improvements in the use of existing voice and data networks

in the state.
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(3) The telecommunications engineering consultant
shall:

(a) seek advice and recommendations on improvements in
telecommunications within Montana from the following
entities:

(i) the office of the superintendent of public
instruction;

(ii) the university system:

(iii) local government and school district officials;

(iv) agencies invelved in economic development;

{v) the executive, judicial, and legislative branches
of state government; and

{(vi) local exchange carriers providing service within
the state; and

(b) recommend and initiate network improvements during
the biennium through shared use and enhancements of existing
telecommunications systems, with emphasis on limiting
financial commitments to the extent possible.

NEW SECTION. Section 52. pefinition. As wused in
[sections 52 through 58], “committee" means the legislative
oversight committee on school Eunding implementation created

in [section 53].

NEW SECTION. Section 53. Legislative oversight
committee on school funding implementation -- composition

and appointment. (1) There 1is a 1legislative oversight
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committee on school funding implementation.

{2) The committee consists of 11 members, including:

{a) four members of the hcuse ©Of representatives
appointed by the apeaker of the house;

{b) four members of the senate appointed by the
committee on committees of the senate;

(c) the superintendent of public instruction or his
designee as an ex officioc nonvoting member;

(d) a member of the board of public education as an ex
officio nonvoting member; and

{e) the governor or his designee as an ex officico
nonvoting member.

(3) No more than two legislative members from each
house may be of the same pclitical party.

NEW SECTION., Section 54. Term of office -- vacancies.
(1} A committee member shall serve until the committee
terminates as provided in {[section 58}.

(2) A vacancy on the committee must be filled in the
same manner ad the original appeintment.

NEW SECTION, Section 55. Officers -- meetings -—-
quorum -- compensation. (1) The committee shall choose from
its membership a chairman and vice chairman.

(2) ‘“he committee shall meet upon the call of the
chairman or at the request of any five members.

(3) six members constitute a gqueorum to transact
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businass.

{4) A legislative member i% entitled to compensation

as provided in 5-2-302,

HEW SECTION. Section 56. Duties of committee. The
duties of the committee include but are not limited to:

(1) monitering the implementation of school Eunding
equalization, including:

(a) identification of any problems of implementation
and options for resolving these problems;

(b) continued analysis of school district budget and
expenditure data and of improvements in school district
accounting and reporting procedures; and

\c} examination of other issues related to
implementaticn;

(2) directing the following studies of issues related
to school funding equalization:

{a) school transportation equalization, including but

not limited to:

(i) mechanisms to equalize transportation funding; and

(ii) analysis of issues related to the costs and

efficiencies of school

transportaticn, including

reimbursement schedules, load requirements, 3-mile limit,
transporting ineligible transportees, functions of the

county transportation comnittee, and school district

reporting and budgeting duties:
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(b} school district capital putlay and debt service
equalization, including but not limited to:

(i) analysis of schocl district funds and budgets for
various school district capital outlay and debt service
obligations; and

{ii) options for equalizing school district capital
ocutlay and debt service obligations; and

{c) continued study of issues related to egualization,
including but not limited to retirement, uncollected taxes,
tuition, student-based funding distribution methods, special
educaticon funding, and federal Public Law B1-874 revenue,
egpecially as it pertains to revenue not 1linked ¢to Native
American students;

(3) ongoing analysis of revenue sources related to
scheool funding;

f4]) holding discussions with any party contemplating
litigation regarding compliance with the supreme court and
district court rulings on school funding equalization; and

{(5) reporting its findings, options for legislative
consideration, and any proposed legislation ta the governor

and the 52nd legislature.

NEW SECTION. Section 57. staff assistance. The
committee may request the following governmental entities to
provide staff assistance to the committee:

{1) the office of public instruction;
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{2) the governor's office of budget and program
planning;

{3) the board of public education;

{4) the legislative council;

{5) the office of the legislative fiscal analyst; and

(6) the office of the legislaktive auditor.

NEW SECTION. Section 58. Termination. (Sections 52
through 58] terminate December 31, 1990.

Section 59. Section 7-1-2111, MCA, is amended to read:

#4-1-2111, Classification of counties. (1) For the
purpose of regulating the compensation and salaries of all
county officers, not otherwise provided for, and for fixing
the penalties of officers' bonds, the severa: counties of
this =state shail must be classified according to that
percentage of the true and full valuation of the property

therein in the counties upon which the tax levy is made,

except for vehicles subject to taxation wunder 61-3-504(2),
as follows:

(a) first class-—-all counties having suzeh a taxable
valuation of $50 million or over;

{b) second c¢lass-—-all counties having sueh a taxable
valuation of more than $30 million and 1less than $50
million;

(c) third class--all counties having sweh a taxable

valuation of more than $20 millien and less than $30
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miliion;

(d} fourth class--all counties having sueh a taxable
valuation of more than $15 million and less than $20
million;

(e} £fifth class--all counties having aueh a taxable
valuation of meore than $10 million and 1less than $15
million;

{£) sixth class--all ccunties having such a taxable
valuation of more than $5 million and less than $10 million:

(g) seventh c¢lass-—-all counties having sueh a taxable
valuation of less than $5 million.

{2) As used in this section, taxable wvaluation means
the taxable wvalue of taxable property in the county as of
the time of determination plus:

{a) that portion of the taxable value of the county on
December 31, 1981, attributable to automobiles and trucks
having a rated capacity of three-quarters of a ton or less;

{b} that portion of the taxable wvalue of the county on
December 31, 1989, attributable to automobiles and trucks
having a rated capacity of more than three-quarters of a ton
but less than or equal to 1 ton;

{(c) the amount of interim production and new
production taxes levied, as provided in 15-23-607, divided
by the appropriate tax rates described in 15-23-607(2){a) or

(2)(b) and multiplied by 60%; and
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{d) the amount of value represented by new production
exempted from tax as provided in 15-23-612 multiplied by

60%, plus the value of any other production occurring after

December 31, 1988, multiplied by 60%."

Section 60. section 7-7-2101, MCA, is amended to read:
"7~-7-2101, Limitation on amount aof county
indebtedness. (1) No county may beccme indebted in any
manner or for any purpose to an amount, including existing
indebtedness, in the aggregate exceeding 23% of the total of
the taxable value of the property therein subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(a) or ({2)(b) and multiplied by
60%, plus the amount of value represented by new production
exempted from tax as provided in 15-23-612 multiplied by

60%, plus the value of any other production occurring after

December 31, 1988, multiplied by 60%, as ascertained by the

last assessment for state and county taxes previous to the
incurring of sueh the indebtedness.

{(2) No county may incur indebtedness or liability for
any single purpose to an amount exceeding $500,000 without
the approval of a majority of the electors thereof voting at

an election to be provided by law, except as provided in

7-21-3413 and 7-21-3414.

{3} Nothing in this section shall apply to the
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acquisition of conservation easements as set forth in Title
76, chapter 6."

Section B1. Ssection 7-7-2203, MCA, is amended to read:

®7-7-2203. Limitation on amcunt of bonded
indebtedness. (1) Except as provided in subsections (2)
through (4), no county may issue general obligation bonds
for any purpose which, with all outstanding bonds and
warrants except county high school bonds and emergency
bonds, will exceed 11.25% of the total of the taxable value
cf the property therein, plus the amount aof interim
producticn and new production taxes levied divided by the
appropriate tax rates described in 15-23-607{2)({a) or (2){b})
and multiplied by 60%, plus the amount of value represented
by new production exempted from tax as provided in 15-23-612

multiplied by 60%, plus the value of any other production

occurring after December 31, 1988, multiplied by 60%, to be

ascertained by the last assessment for state and county
taxes prior to the proposed issuance of bonds.

{2) In addition to the bonds allowed by subsection
(1}, & county may issue bonds which, with all outstanding
bonds and warrants, will not exceed 27.75% of the total of
the taxable value of the property in the county subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates

described in 15-23-607(2){(a) or (2)(b) and multiplied by
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60%, plus the amount of value represented by new production
exenpted from tax as provided in 15-23-612 multiplied by

60%, when necessary to do so, plus the value of any other

production occurring after December 31, 1988, multiplied by

60% for the purpose of acquiring land for a site for county
high school buildings and for erecting or acguiring
buildings thereon and furnishing and equipping the same for
county high school purposes.

{3) In addition to the bonds allowed by subsectionsg
{1) and {2), a county may issue bonds for the construction
or improvement of a jail which will not exceed 12.5% of the
taxable value of the property in the county subject to
taxation,

(4} The limitation in subsection (1) does not apply to
refunding bonds issued for the purpose of paying or retiring
county bonds lawfully issued prior to January 1, 1932, or to
bonds issued for the repayment of tax protests lost by the
county.”

Section 62. Section 7-14-2524, MCA, is amended to
Tead:

"7-14-2524. Limitation on amount of bonds issued --
excess void. (1) Except as otherwise brovided hereafter and
in 7-7-2203 and 7-7-2204, no a county shait may not issue
bonds which, with all outstanding bonds and warrants except

county high school bonds and emergency bonds, will exceed
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11.25% of the total of the taxable value c¢f the property
therein, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(a) or (2){(b} anéd multiplied hy
60%t, plus the amount of value represented by new production
exempted from tax as provided in 15-23-612 multiplied hy

60%, bplus the value of any other production cccurring after

December 31, 1988, multiplied by 60%. The taxable property

and the amount of interim production and new production
taxes levied shatt* must be ascertained by the last
assessment for state and county taxes prior to the issuance
of sueh the bonds.

(2) A county may issue bonds which, with all
outstanding bonds and warrants except county high school
bonds, will exceed 11.25% but will not exceed 22.5% of the
total of the taxable value cof such property, plus the amount
of interim production and new production taxes levied
divided by the appropriate tax rates described in
15-23-607(2)(a) or (2)}(b) and multiplied by 60%, plus the
amount of value represented by new production exempted from

tax as provided in 15-23-612, plus the wvalue of any other

production occurring after December 31, 1988, multiplied by

60% when necessary for the purpose of replacing, rebuilding,
or repairing county buildings, bridges, or highways which

have been destroyed or damaged by an act of God, disaster,
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catastrophe, or accident.

(3) The value of the bonds issued and all other

outstanding indebtedness of the county, except county high

school bonds, shall not exceed 22.5% of the total of the
taxable value of the property within the county, plus the
amount of interim production and new production taxes levied
divided by the appropriate tax rates dJescribed in
15-23-607(2)(a) or (2){b) and multiplied by 60%, plus the
amount of value represented by new production exempted from

tax as provided in 15-23-612, plus the value of any other

production occurring after December 31, 1988, multiplied by

60%, as ascertained by the last preceding general

assessment.”
Section 63, Section 7-14-2525, MCA, is amended to
read:

"7-14-2525. Refunding agreements and refunding bonds

authorized., (1) Whenever the total indebtedness of a county

exceeds 22.5% of the total of the taxable value of the

property therein, plus the amount of interim preduction and

new production taxes levied divided by the appropriate tax

rates described in 15-23-607(2)(a) or (2)(b) and multiplied

by 60%, plus the amount of value represented by new

production exempted from tax as provided in 15-23-612

multiplied by 60%, plus the value of any other production

occurring after December 31, 1988, multiplied by 60%, and
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the board determines that the county is unable to pay such
the indebtedness in full, the board may:

(a) negotiate with the bondholders for an agreement
whereby the bondholders agree to accept less than the full
amount of the bonds and the accrued unpaid interest thereon
in satisfaction thereof;

{b) enter into such agreement;

(c} 1issue refunding bonds for the amount agreed upon.

(2) These bonds may be issued in more than one series,
and each series may be either amcrtization or serial bonds.

{3) The plan agreed upon between the board and the
bondholders shall be embodied in full in the resolution

providing for the issue of the bonds."”

Section 64. section 7-16-2327, MCA, is amended to
read:

"7-16-2327. Indebtedness for park purposes. (1)
Subject to the provisions of subsection (2}, a county park
board, in addition to powers and duties now given under law,
shati---phave has the power and duty to c¢ontract an
indebtedness in behalf of a county, upon the credit thereof,
for the purposes of 7-16-2321(1) and {2).

(2) (a) The total amount of indebtedness authorized to
be contracted in any form, including the then-existing
indebtedness, must not at any time exceed 13% of the total

of the taxable value of the taxable property in the county,
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plus the amount of interim production and new production
taxes levied divided by the appropriate tax rates deacribed
in 15-23-607(2)(a) or (2)(b) and multipiied by 60%, plus the
amount of value represented by new production exempted from

tax as provided in 15-23-612, plus the value of any other

production occurring after December 31, 1988, multiplied by

60%, ascertained by the last assessment for state and county
taxes previcus to the incurring of suech the indebtedness.
(b} No money may be borrowed on bonds issued for the
purchase of lands and improving same for any such purpose
until the proposition has been submitted to the vote of
those qualified under the provisions of the state
constitution to wvote at such election in the county affected
thereby and a majority vote is cast in favor therecf.”
Section 65. section 15-6-132, MCA, is amended to read:
"15-6-132. Class two property -- description -
taxable percentage. (1) Class two property includest
tat+ the annual gross praceeds of metal miness
tb}--the--annuai--gross—-preceeds--of-—underground-coat
minesy-and
fc}——the—annuai—gross—praceedavof-ceai—mines—u:ing-—the
serip-mintng-methed.
(2) Class two property is taxed as—feiiows:
tay—-Froperty--described--in-subseceion-¢iyta)-in—taxed

at 3% of its annual gross proceeds, as defined in 15-23-801.
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thy-—-Property-deseribed-in-subsectien-+3{by--ts——taxed
at-33-1y34-of-ies-annuai—grosa-procesdsas

tey--Preoperey—-deseribed——in-subsection—tiitey-in-eaxed
at-45%-o0f-ita-annuat-gross-proceedss"

Section 66. section 15-23-602, MCA, is amended to
read:

"15-23-602. Statement of sales proceeds on interim

production and new production. (1) Except-as As provided in

subsection {2), each operator or producer of interim

production or new production of natural gas, petroleum, or
other crude or mineral oil mMest-on-or-before-Aprii-i5-in
each-year shall make out and deliver to the department of
revenue a statement of the gross sales proceeds of sueh

interim production or new production of natural gas,

petroleum, or other crude or wmineral oil from each well
owned or worked by sueh the person during-the-next-preceding
catendar-year. The gross sales proceeds shai? must be
determined by multiplying the units of production sold from
the well times the royalty unit value of that production at
the well. Such The statement shait must be in the form
prescribed by the department and must be werified by the
oath of the operator or producer or the manager,
superintendent, agent, president, or vice-president of sueh
the corporation, association, or partnership. Suek The

statement shei: must show the following:
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ra) the name and address 65 the operator, together
with a 1list in duplicate of the names and addresses of any
and-at} persons owning or claiming any royalty interest in
the production from the well or the proceeds derived from

the sale thereef of the production, and the amount ar

amennts paid or yielded as royalty to each of suek those
persons during the period covered by the statement;

{(b) the description and location of the well;

{¢c) the number of cubic feet of natural gas, barrels
of petroleum or other crude or mineral oil sold from the
well during the period covered by the statement; and

(d) the gross sales proceeds in dollars and cents or,
in the case of sales between parties not acting at arm's
length, the greater of the gross sales proceeds from or the
fair market value of the products solds

+ey--except-—-for——interim-productien-and-new-production
as-defined-tn-15-23-601+

tii--actual-cost-of-extracting-product-frem-weil;
tity-cost-of-constructiony-repairsr-and-bettermenta;
tttiy-actunt--cost--of--£fire——inaurance——and---wockerst
compensation—insurances
tivy-the-—amoune~-paid--er—-withhezd-in-satiafaction-of
tiabitity-for-excias-taxes-imposed-by-the-t-Ss-government-on
the—-productiony-—sater;--or--removai--of—-the-—naturai--gasy

petroteumz-—or--other-crude-or-minerat-oti-reported-pursnant
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to-aubsection-{i}teyr-inciuding-a-separnte-starement-of--che
amount--of--such-~taxes--paid--or-withheid-frem-each-reyaity
ewtter.

(2) Each operator having interim production or new
production as defined in 15-23~-601 shall, on or before the
last day of the months of October, January, April, and July,
make out and deliver to the department of revenue a
statement of the gross sales proceeds of such the interim
production or new producticn from each well owned or worked
by asweh the persen during the preceding calendar quarter.
The statement must be in the €form prescribed by the
department and verified as provided in subsection (1). The
statement she*: must show the information reguired in
subsections (1l){a) through (1)(d4)."

Section 67. Section 15-23-603, MCA, is amended to
read:

"15-23-603. Net proceeds -- how computed. (1) Bxcept
as As provided in subsection 3% (2), the department of
revenue shall calculate and compute from the returns the
gross sales proceeds of the product yielded from sueh the
well for the year covered by the statement and shall
calculate the net proceeds of the well yielded to the
producer, which net proceeds shaiti--be are determined by
subtracting from the gross sales proceeds thereof--the

fatiowings of the well
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tay all royalty paid in cash by the operator or
producer and the gross value of all royalty apperticned in
kind by the operator or producer that-shali-be determined by
using as the value of a barrel of oil or a cubic foot of gas
the average selling price for the calendar year of a barrel
of o0il or a cubic foot of gas from the well out of which the
royalty was paids.
tby--aii---money---expended--for--necessary--imbhor--and
machinery-neaded-and-used-in-the-speration-and--deveiopment;
{ey-—except-~as--provided-—in-aubsescion-t5yy-ati-money
expended-for~necessary——suppites--needed--and--ased--in--the
operation-and-deveiopments
td¥--ati--money-expended-for-improvemenesy-repairsy-and
betterments-necessary-in-and-aboot-the-working-of-the--weiis
te}--thac--portion--of-—ali--meney;-—-inciuding-cesta-cf
tnsurancer-expended-for-the-acquisttion-and-cperacion-of-any
vehiecte-used-in-the-operation-and-devetepment--of-—the-—wekt
whieh--bears-—the--same--ratio-ts-aii-money-expended-for-the
acguisition-and-use-of-the-vehiclte-during-the-~year--ecovered
by--the-scatement-as-the-number-of-mites-the-vehicie-ts-paed
tn-operation-and-deveiopment-of-che~--wveii-—-during-—the—-ypar
covered-—-by--the-—-statement--bears~—~to-—-the--totat-mites—the
vehicie-ts-used-during-the-year—covered-by-the-statement;
tEy--aii-meney-expended-for——-fire——itnanraneey——workerat

compensation-—-inanrancer——itabiiity—-insurancer-and-casuaity
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tnanrance--directiy——attribueable--to--the---eperatien——-and
development-—-of--the--weii--and-for-payments-by-sperators-te
wetfare-and-retirement--funds—-when--provided--for--in--wage
contracta-hetwasn-oparatars-and-smpicyees;
tgt~-ati-——money---expended---for-—any--performance——or
indemnity-bonds-required-by-che-;aws-of-this--state--or--the
rules——of--any--state--ageney;——with-respact-to-the-weti-for
which-the-net-proceeds-are-being-catcuiateds
thy--F0%-af-the-amoune-patd-sr-withheid-in-satiafaction
af-iinbiticy-for-excise-taxes—imposed-by-the-d-S--gevernment
on-the-preducstiony—sate;—or—-removai--of-—-the--naturai--gasy
petrsieumy——or--sther-crude-or-minerat-oti-yietded-£from-such
wetl;-sther-bhan——-the--amount-—-sf--such—-taxes——paid--by--or
withheld-Erom-each-royaity-owner;—and
ti}--nee-preoceeds-determined-under-subsection-t3y~
$2y--No——money-—-invested--in-—the-weii-and-improvements
during-any-year-except-the-yepr-far-which-such-statement——is
made-—-may--be--ineituded--in--such~--expenditures;--except--as
provided-in-15-23-6847-and-such-expenditures-may-not-inciude
the-sataries-or-any-partion-therecf-of-any-person-or-officer
not--actpatty--engaged--in--the--working—-of--the--wetlt---eor
superintending-che—management-therecfs
$3+(2) For interim production or new production, net
proceeds are the equivalent of the gross sales proceeds,

without deduction Eor excise taxes, of the product yielded
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from sueh the well for the year quarter covered by the
statement, except that in computing the total number of
barrels of petroleum and other mineral or crude oil ar cubic
feet of natural gas produced, there shai: must be deducted
there‘rom sSo much theresf of the product as is used in the
operation of the well froem which the petroleum or other
mineral or crude oil or natural gas is produced for pumping
the petroleum or other mineral or crude o0il or natural gas

from the well to a tank or pipeline.

t43{3) TPe--determine-net-proceeds-under-subsection-t1}

In the statement of sales proceeds required under 15-23-602

for lease or wunitized areas from which interim or new
production and other production have been sold, the
deduc=ions-ailowed-in-subsections-¢t13tby-through-ti3thi-must
be-prorated-on-the-basis—ef-the number of barrels of interim
and new production of oil or cubic feet of interim or new

production of gas ¢e& must be segregated from and stated

separately from the number of barrels of other production of
oil or cubic feet of other production of gas.

+5%(4) In calculating the deduction for money expended
for necessary chemical supplies needed and used in a
tertiary reccvery project approved by the department of
revenue, as provided in 15-36-101, the department shall
require that the necessary chemical supplies, which include

but are not limited to carbon dioxide supplies, be amortized
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ever a 1l0-year period beginning with the year in which the

money was expended.”

Section 68. section 15-23-605, MCA, is amended to

read:
*15-23-605. Assessment of royalties on interim

production and new production. tt¥~--The For interim

production and new production, the amount of royalty

received7—vaiued—as—provided-in—tS-iﬂ-ﬁGSf&}fn77—iess~?9%—o£
the-amount-of-excise-taxes-paid--by--ar—-withhetd--fram--+the
rayaity--owner-vaa~repcrted-pursuant~to~i5~23—692f17fe+fiv17

shatt in cash paid by the operator or producer and the qross

value of all rovalty apportioned in kind by the operator or

producer determined by using as the value of a barrel of oil

or a_ c¢ubic foot of gas the average selling price for the

calendar year of a barrel of oil or a cubic foot of gag from

the well out of which the royalty was paid must be

considered net proceeds to the recipient and shail must be
agsessed as follows: upen receipt of the lists or schedules
setting forth the names and addresses of any and-ai} persons
owning or claiming royalty and the amount paid or y¥ielded as
royalty to sueh the royalty owners or claimants during the
year for which sueh the return is made, the department of
revenue shall proceed to assess and tax the same as net

proceeds of mines,

t2¥--Net--proceeda--for——interim--productian~--and-—-new
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productiony--as--defined~~in-—15-23-661r--inciudes-royatties
received-without-deducttan-for-excise—taxess”

Section 69. section 15-23-607, MCA, is amended to
read:

"15-23-607. County assessors to compute taxes. (1)
Immediately after the board of county commigssioners has
fixed tax levies on the second Monday in August, the county

assessor shall, subject to the provisions of 15-23-612,

compute the taxes on suwech net proceeds, exeept as provided

+n-325-23-6:2-and in subsection (2) of this section, and

royalty assessments and shall deliver the book to the county
treasurer on or before September 15. The county treasurer

shall proceed to give full notice ehereof of the assessments

to such the operator and ke shall collect the same-in-mannes
taxes as provided by law.

{2) For interim production or new production, as
defined in 15-23-601, the county assessor may not levy or
assess any mills against the wvalue of sweh the interim
producticn or new production, but shall instead levy a tax
as follows:

(a) for interim production or new production of
petroleum or other mineral or crude 0il, 7% of net proceeds,
as described in 15-23-603¢3%{2): or

(b) for interim production or new production of

natural gas, 12% of net proceeds, as described in
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15-23-603¢39(2).

(1) The amount of tax levied in subsections (2)(a} and
(2)(b), divided by the appropriate tax rate and multiplied
by 60%, sha*t must be treated as taxable value for county
bonding purposes.

(4) The operator or producer shati-be is liable for
the payment of satd the taxes and-seme-shal® that, except as
provided in 15-16-121, be are payable by and sha}t must be
collected from such the operators in the same manner and
under the same penalties as provided for the collection of
taxes upon net proceeds of mines;-providedy-howevery;-that,
However, the cperatcor may at his option withhold from the
proceeds of royalty interest, either in kind or in money, an
estimated amount of the tax to be paid by him upon such the
royalty or royalty interest. After sueh the withholding, any
deviation between the estimated tax and the actual tax may
be accounted for by adjusting subsequent withholdings from
the proceeds of royalty interests.”

Section 70. Section 15-23-703, MCA, is amended to
read:

"15-23-703. Taxation of gross proceeds -~ taxable

value for bonding. (l) The county assesscor shall prepare

compute from the reported gross proceeds from coal a tax
roll whien that he shall transmit to the county treasurer cn

or before September 15 each year. The county assessor may
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not :evy or asgess any milis against the reported gross

proceaeds of ccal but ghall levy a tax of &% against the

value of the reported gross proceeds. The county treasurer

shall proceed to give full notice theresf to each coal

producer of the taxes due and to collect the taxes due

within-60-days-after-matting as provided in 15-16-101.

{2) The amount of tax levied in subsection (1) divided

by the tax rate jis the taxable value of the gross proceeds

of coal for bonding purposes.”

NEW SECTION. Section 71. Disposition of taxes. The

county treasurer shall credit all taxes collected under

15-23~703 in the relative proportions required by the levies

for state, county, school district, and municipal purposes

in the same manner as property taxes were distributed in the

year preceding the budget year.

Section 72. section 15-36-1D1, MCA, is amended to

read:

®15-36-101. Definltions and rate of tax -- local

government severance tax. (1) Every person

engaging in or
carrying on the business of producing petroleum, other

mineral or crude oil, or natural gas within this state or

engaging in or carrying on the business of owning,
controlling, managing, leasing, or operating within this

state any well or wells from which any merchantable or

marketable petroleum, other mineral or crude oil, or natural
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gas is extracted or produced sufficient in quantity to
justify the marketing of the same must, except as provided
in 15-36-121, each year when engaged in or carrying on any
sauch the business in this state pay to the department of

revenue a severance tax for the exclusive use and benefit of

the state of Montana a-severanee—-tax plus a local gaovernment

severance tax in lieu of a tax on net proceeds for the

exclusive use and benefit of local government. The severance

tax and the local government severance tax are computed at

the following rates:

(a) except as provided in subsections (1l}(b}, (1)(c).
and (1){d), 5% of the tctal gross value of all the petroleum
and other mineral or crude oil produced by the person, plus

the local government severance tax of 8.4% on producticen

cther than interim production and new production, from each

lease or unit; but in determining the amount of severance
tax, there shaii¥ must be excluded from consideration all
petroleum or other crude or mineral cil produced and used by
the person during the year in connection with his operations
in prospecting for, developing, and producing the petroleum
or crude or mineral oil;

{b) 2.65% of the total gross value of all natural gas

produced, plus the local government severance tax of 15.25%

on natural gas production other than interim production or

new production, from each lease or unit; but in determining
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the amount of severance tax, there shet: must be excluded
from consideration all gas produced and used by the person
during the year in connection with his operations in
prospecting for, developing, and producing the gas or
petroleum or crude or mineral oil; and there shai: must also
be excluded from consideration all gas, including carbon
dioxide gas, recycled or reinjected intc the ground;

(c) 2.5% of the total gross value of the incremental
petroleum and other mineral or crude oil produced, plus the

local government severance tax of 4.2% on production other

than interim production and new production, from each lease

or unit in a tertiary recovery project after July 1, 1985.
For purposes of this section, a tertiary recovery project
must meet the foliowing requirements:

(i} the project must be approved as a tertiary
recovery project by the department of revenue. The approval
may be extended only after notice and hearing in accordance
with Title 2, chapter 4.

{ii) the property to be affected by the project must be
adequately delineated according to the specifications
required by the department; and

{iii) the project must involve the application of one
ar more tertiary recovery methods that can reasonably be
expected to result in an increase, determined by the

department to be significant in light of all the facts and
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circumstances, in the amount of c¢rude 0il which may
potentially be recovered. For the purpose of this section,
tertiary recovery methods include but are not limited to:

{A) miscible fluid displacement;

(B) steam drive injection;

(€C) migellar/emulsion flooding;

(D) in situ combustiaon;

(E) polymer augmented water flooding;

(F) cyclic steam injection;

(G) alkaline or caustic flooding;

(H) carbon dioxide water flooding:

(I) immiscible carbon dioxide displacement; or

(J) any other method approved by the department as a

tertiary recovery method.

(8) Except as provided in 15-36-121{2), 3% of the

total gross value of all the petroleum and other mineral or

crude oil, plus the local government severance tax of 4.2%

on production other than interim production and new

production, after the first 5 barrels, produced by a
stripper well, as defined in 15-36-121, that produces more

than 5 barrels a day during the period beginning April 1,

1989, and ending March 31, 1991.

(2) For purposes of this section, the term
"incremental petroleum and other mineral or crude 0il"” means

the amount of o0il, as determined by the department of
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revenue, to be in excess of what would have been produced by
primary and secondary methods. The determination arrived at
by the department must be made only after notice and hearing
and shall specify through the life of a tertiary project,
calendar year by calendar year, the combined amount of
primary and secondary producktion that must be uged to
establish the incremental production from sach lease or unit
in a tertiary recovery project.

{(3) Nothing in this part may be construed as requiring
laborers or employees hired or employed by any person to
drill any o©il well or to work in or about any cil well or
prospect or explore for or do any work for the purpose of
developing any petroleum or other mineral or crude oil to
pay tne severance tax, nor may work done or the drilling of
a well or wells for the purpose of prospecting or exploring
for petroleum or other mineral or crude oils or £for the
purpose of developing them be considered to be the engaging
in or carrying on of the business, If, in the doing of any
work, in the drilling of any cil well, or in prospecting,
exploring, or development work, any merchantable or
marketable petroleum or other mineral or c¢rude oil in excess
of the quantity required by the person for carrying on the
operaticn is produced sufficient in quantity to justify the
marketing of the petroleum or cother mineral or crude oil,

the work, drilling, prospecting, exploring, or development
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work is considered to be the engaging in and carrying on of
the business of producing petroleum or other mineral or
crude oil within this state within the meaning of this
section.

(4) Every person required to pay the severance tax
under this section shall pay the tax in full for his own
account and <for the account of each of the otheér owner or
owners of the gross proceeds in value or in kind of all the
marketable petroleum or other mineral or crude oil or
natural gas extracted and produced, including owner or
owners of working interest, royalty interest, overriding
royalty interest, carried working interest, net proceeds
interest, production payments, and all other interest or
interests owned or carved out of the total gross proceeds in
value or in kind of the extracted marketable petroleum or
cther mineral or crude cil or natural gas, except that any
cf the interests that are owned by the federal, state,
County, Or municipal governments shati-be are exempt from
taxation under this chapter. Unless otherwise provided in a
contract or lease, the pro rata share of any royalty owner
or owners will be deducted from any settlements under the
lease or leases or division of proceeds orders or other
contracts. (Subsection (1)(d) terminates on occurrence of

contingency--sec. 7, Ch. 656, L. 1987.)"

Section 73. section 15-36-102, MCA, is amended to
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read:

"15-36—102. JQuarterly payment of tax -- delayed
payment of 1local government severance tax. Suek (1) Except

as provided in subsection {2}, severance tax shaii must bhe

paid in quarterly installments for the gquarterly periods
ending, respectively, March 31, June 30, September 30, and
December 31 of each year, and the amount of the tax for each
quarterly period sha*l must be paid to the department of
revenue within 60 days after the end of each quarterly

pericd.

(2) Local government severance tax must be paid in

quarterly installments 1 year after the end of each quarter

for which a statement is completed as required by
15-36-105."

Section 74. sSection 15-36-105, MCA, is amended to
read:

"15-36-105. Statement to accoapany payment -- records
-~ ¢collection of tax —— refunds. (1) Each =znd-emvery person
must shall, within 60 days after the end of each following
quarter, make--out complete on forms prescribed by the
department of revenue a statement showing the total number
of barrels of merchantable or marketéble petreleum and other
mineral or crude oil or cubic feet of natural gas produced
or extracted by such the person in the state during each

month of sweh the guarter and during the whole guarter, the
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average value thereof of the production during each month,

and the total value thereef cof the production for the whole

quarter, together with the total amount due to the state as

severance taxes and local government severance taxes for

sueh the quarter, and museé shall within such 60 days deliver
such the statement and, except as provided in 13-36-102(2)
and 15-36-121, pay to the department the amount of the taxes
shown by =uch the statement to be due toc the state for the
quarter for which such the statement is made. Such The
statement must be signed by the individual or the president,
vice-president, treasurer, assistant treasurer, or managing
agent in this state of the association, corporation,
joint=-stock company, or syndicate making the statement. Any
sueh person engaged in carrying on sueir business at more
than one place in this state or owning, 1leasing,
controlling, or operating more than one oil or gas well in
this state may include all theresf operations in one
statement. The department shall receive and file all sueh
statements and collect and receive from such the person
making and filing a statement the amount of tax payable by
such the person, if any, as the-same-shaii-appear-frem—the
face-of appears in the statement.

(2) It shati-be is the duty of the department to

examine each of such the statements and compute the taxes

thereon, and the amount se computed by the department shaii

=137~

m 4 ¢

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0127/01

be is the taxes tax imposed, assessed against, and payable

by the taxpayer making the statement £for the quarter for

which the statement is filed. If the tax found to be due
shatt-be is greater than the amount paid, the excess sha?
must be paid by the taxpayer to the department within 10

days after written notice of the amount of the deficiency

ashati-~-be is mailed by the department to suech the taxpayer,
If the tax imposed shaii-be is less than the amount paid,

the difference must be applied as a credit against tax

liability for subseguent quarters or refunded if there is no

subseguent tax liability.

(3} If the tax is not paid on or before the due date,
there shait must be assessed a penalty of 10% of the amount

of the tax, unless it is shown that the failure was due to

reasonable cause and not due to neglect. If any tax under

this chapter is not paid when due, interest shai* must be

added thereto to the tax at the rate of 1% a month or

fraction thereof, computed on the total amount of severance

tax and penalty from the due date until paid.”

Section 75. section 15-36-112, MCA, is amended to

read:

“15-36-112., Disposition of oil and gas severance taxes

-- calculation of unit value for local government severance

tax. (1) Each year the department of revenue shall determine

the amount of tax collected under this chapter from within
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each county.

(2) For purposes of the distribution of local

government severance taxes collected under 15-36-101, the

department shall determine the unit value of oil and gas for

each county as follows:

{a) The unit value for petroleum and other mineral or

crude oil for each county is the quotient obtained by

dividing the logcal government severance taxes calculated on

petroleum or mineral or crude oil produced in that county in

the current calendar vyear by the number of barrels of

petroleum or cther mineral or crude oil subject to 1local

government severance tax produced in that county during the

year.

{b) The unit value for natural gas is the gquotient

obtained by dividing the local government severance taxes

calculated on natural gas produced in that county in the

current calendar year by the number of cubic feet of natural

gas_ subject to 1local government severance tax produced in

that county during the vyear.

¢2¥(3) The severance Laxes collected under this
chapter are allocated as follows:

(a) the-—amounty--tf--any;--by-which-the-tax-collected
from-within-a-eounty-for-any-fiscai-year-excesds--the--total
amount--cottected-~£from-—-within-that-county-for-the-previous

fistat-year;-by--reason--of——-increased--production——and--noet
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because——of--increase——tn——or--edimination—-sf-fedaral-price

eettings-on-oti-and-gasy The local government severance tax

is statutorily appropriated, as provided in 17-7-502, for
allocation to the generat--fund---of---the county far
distribution as provided in subsection t3% (4)(b);

{b) any Any amount not alliocated to the county under
subsection ¢2y¢ay (3)(a} is allocated to the state general

fund.

+3%(4) {a) For the purpose of distribution of the

loccal government severance tax, the department shall adjust

the unit value determined under this section according to

the ratio that the 1local government severance taxes

cellected during the gquarters to be distributed plus

accumulated interest earned by the state and penalties and

interest on delinquent local government severance taxes

bears to the total liability for local government Severance

taxes for the quarters to be distributed. The taxes must be

calculated and distributed as follows:

{i) By November 30 of each year, the department shall

calculate and distribute to each eligible county the amount

of local government severance tax, determined by multiplying

upnit value as adjusted in this subsection (4)(a) times the

units of production on which severance tax was owed during

the calendar guarters ending March 31 and June 30 of the

preceding calendar vear.
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{ii) By May 31 of each year, the department shall

calculate and distribute to each eligible county the amount

of local government severance tax, determined by multiplying

unit value as adjusted in this subsection {4){(a) times the

units of production on which severance tax was owed during

the 2 calendar quarters immediately fcollowing those guarters

referred to in subsection (4)(a)(i).

ta¥(b) The county treasurer shall distribute the money
received under subsection {2}tay--ecf--this~-section——to——the
county--and--te-ali-the-incorporated-cities—and-towna-within
the-county-in-the-foiiowing-manner--FThe-county-recetves--the
avaiitable--money——muitipiied--by--the--ratio--of--the--rurat
population——te——the--eounty--populationT--Bach-—incorporated
munieipatity--receives-the-avaitabie-meney-muktipiied-by-the
rario-of-the-population-sf-the-incorporated-manicipatiey——to
the---county---popuiatienz--FThe--rurai--poputatton—-ia--that
poputation-of-the-counkty~tiving-cueside-the-beundartes—of-an
incorporated-municipatityr--Popuiaticon-—shaii-be-based-on--che
mest--recent--figures——-as--determined--by--the—deparement—of
commerces

tby--Fhe-money-distribated-under-chis-subsection-may-be
used-far-any-purpose-as-deternmined-by-the-governing-body--of

the-countyr—cttyr-oe—town (3)(a) in the same manner that all

other property tax proceeds were distributed during fiscal

year 1889.7
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Section 78. section 15-36-121, MCA, is amended to

reaq:

“15-36-121. Exemption from severance tax. (1) It is

the public policy of this state to promote a sufficient

supply of natural gas to provide for the residents of this
state, to lessen Montana's dependence on imported natural

gas, and to encourage the exploration for and development
and production of natural gas, petroleum, and other mineral

and crude oil within the state.

(2) All new production, as defined in 15-23-601, from
a well during the 24 months immediately following the date

of notification to the department of revenue that an oil

well is flowing or being pumped or that a gas well has been

connected to a gathering or distribution system is exempt

from all of the severance tax imposed by 15-36-101, provided
the notification was made after March 31, 1987, and before
July L, 1991.

(3) All the natural gas produced from any well that

has produced 60,000 cubic feet or less of natural gas a day

for the calendar year prior to the current year shall be

taxed as provided in this section. Production must be

determined by dividing the amount of production from a lease

or unitized area for the year prior to the current calendar

year by the number of producing wells in the 1lease or

unitized area and by dividing the resulting guotient by 36S.
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The first 30,000 cubic feet of average daily production per

well is exempt from all of the severance tax imposed by
15-36-101. Everything over 30,000 cubic feet of gas produced

is taxed at 1.59% plus a local government severance tax of

7.625%.

(4} The first 5 barrels of average daily production
from a stripper well are exempt from all of the severance
tax imposed by 15-36-101.

(5) For the purposes of this section, "stripper well"
means & well that produces less than 10 barrels per day.
determined by dividing the amount of production from a lease
or unitized area for the year pricr to the current calendar
year by the number of producing wells in the lease or
unitized area, and by dividing the resulting quotient by
365.

{6) Notwithstanding the provisions of subsections (2}
through (4), all reporting requirements under the severance
tax remain in effect. (Subsections (2) and (4) terminate on
cccurrence of contingency--sec. 7, Ch. 656, L. 1987.)"

Section 77. Section 20-9-141, MCA, is amended to read:

"20-9-141. Computation of general fund net levy
requirement by county sguperintendent. (1) The county

superintendent shall compute the levy requirement for each

district's general fund on the basis of the following

procedure:
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(a) Determine the totai--eof-the funding required for
the district's final general fund budget less the amount
established by the schedules in 20-9-316 through 20-9-321 by
totaling:

{i) the district's nonisolated school £foundation
program requirement to be met by a district levy as provided
in 20-9-303;

(ii)} the district's permissive levy amount as provided
in 20-9-352; and

(iii) any general fund budget amount adopted by the
trustees of the district under the provisions of 20-9-353,
including any additional levies authorized by the electors
of the district.

(b) Determine the totai-of-~the-moneys money available
for the reduction of the property tax on the district for
the general fund by totaling:

(i) anticipated federal moneys money received under
the provisions of Title I of Public Law 81-874 or other
anticipated federal meney» money received in 1lieu of anch
that federal act;

(ii} anticipated tuition payments for out-of-district
pupils under the provisions of 20-5-303, 20-5-307, 20-5-312,
and 20-5-313;

(iii) general fund cash reappropriated, as established

under the provisions of 20-9-104;
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(iv) anticipated or reappropriated state impact aid
received under the provisions of 20-9-304;

{(v) anticipated or reappropriated revenue from vehicle
property taxes imposed under 61-3-504(2) and 61-3-537;

{vi) anticipated net proceeds taxes for interim
production and new production, as defined in 15-23-601;

(vii) anticipated revenue from local government

severance taxes as provided in 15-36-112;

tvit+{viii) anticipated interest to be earned or
reappropriated interest earned by the investment of general
fund cash in accordance with the provisions of 20-9-213(4});
and

tvikiy(ix) any other revenue anticipated by the
trustees to be received during the ensuing school fiscal
year which may be used to finance the general fund.

{c) Subtract the ¢totai-of-the-moneys money available
to reduce the property tax required to finance the general
fund that has been determined in subsection (l){(b) from the
total requirement determined in subsection {l){a).

{2} The net general fund levy requirement determined
in subsection (1l){(c) shatt must be reported toc the county
commissioners on the second Monday cof August by the county
superintendent as the general fund levy requirement for the
district, and a levy sheit must be made by the county

commissioners in accordance with 20-9-142."
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Section 7B. section 20-9-331, MCA, is amended to read:

"20-9-331. Basic county tax and other revenues for
county equalization of the elementary district foundation
program. (1) ft-—shaiti--be--the--duty--af--the The county
commissioners of each county te shall levy an annual basic
tax of 28 mills on the doiimrs dollar of the taxable value
of all taxable property within the county, except for
vehicles subject te taxation under 61-3-504(2), for the
purposes of local and state foundation program suppert. The
revenue teo--be collected from this levy sahai: must be
apporticoned to the support of the foundation programs of the
elementary school districts in the county and to the state
specizl revenue fund, state egualization aid account, in the
following manner:

(a) In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimzted revenueas revenue identified in subsecticn (2)
betew-shatt must be subtracted from the sum of the county
elementary transportation obligation and the total of the
foundation programs of ail elementary districts of the
county.

(b) If the basic levy presc}ibed by this section
produces more rtevenue than is required to finance the

difference determined abeve in subsection (l)(a), the county

treasurer shall remit the surplus funds to the state
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treasurer for deposit to the state special revenue fund,
state equalization aid account, immediately upon occurrence
of a surplus balance and each subsequent month thereatter,
with any final remittance due no later than June 20 of the
fiscal year for which the levy has been set,

(2) The proceeds revenue realized from the county's
portion of the 1levy prescribed by this section and the
revenues revenue from the following sources shait must be
used for the egualization of the elementary district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shait must be kept of aueh
proceeds-and-revenues the revenue by the county treasurer in
accordance with 20-9-212(1):

(a) the portion of the federal Taylor Grazing Act
funds distributed to a county and designated for the common
school fund under the provisions of 17-3-222;

(b) the portion of the federal flood control act funds
distributed to a county and designated for expenditure for
the benefit of the county common schools under the
provisions of 17-3-232;

(c) all money paid into the county treasury as a
result of fines for violations of law, except money paid to
a Jjustice's court, and the use of which is not otherwise

specified by law;

{d) any money remaining at the end of the immediately
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preceding school fiscal year in the county treasurer's
mecount accounts for the wvarious sources of revenue
established or referred to in this section;

(e} any federal or state money distributed to the
county as payment in lieu of the property taxation
established by the county levy required by this section;

(£) net proceeds taxes for interim production and new

production, as defined in 15-23-801, and local government

severance taxes on any other production occurring after

December 31, 1988; and

[g) anticipated revenue from vehicle property taxes
impesed under 61-3-504{(2) and 61-3-537."

Section 79. section 20-9-333, MCA, is amended to read:

*20-9-333. Basic special levy and other revenues for
county equalization of high school district fouadatiocn
pregram, (1) f+--shari--be--the--duty--of-—-the The county
commissioners of each county & shall levy an annual basic
special tax for high schools of 17 mills on the dollar of
the taxable value of all taxable property within the county,
except for vehicles subject to taxation under 61-3-504(2},
for the purposes of local and state foundation program
support. The revenue to-be collected from this levy shal?¥
must be apportioned to the support of the foundation
programs of high school districts in the county and to the

state special revenue fund, state equalization aid account,
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in the following manner:

{a) In corder to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimated revenues revenue identified in subsections (2)(a}
and (2)(b) betew--shaii must be subtracted from the sum of
the county's high school tuition obligation and the total of
the foundation programs of all high school districts of the
county.

(b) If the basic levy prescribed by this section
produces more revenue than is required to finance the

difference determined abeve in subsectrion (l}(a}), the county

treasurer shall remit the surplus funds to the state
treasurer for deposit to the state special revenue £fund,
state equalization aid account, immediately upon occurrence
of a surplus balance and each subsequent month thereafter,
with any £final remittance due no later than June 20 of the
fiscal year for which the levy has been set.

(2) The preeeeds revenue realized from the county's
portion of the levy prescribed in this section and the
revenues revenue from the following sources shait must be
used for the equalization of the high school district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shati must be kept of these

proceeds the revenue by the county treasurer in accordance

with 20-9-212(1):

-149-

" ® -

10
11
12
13
14
is
16
17
i8
19
20
21
22
23
24

25

LC 0127/01

a) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
accounts for the various sources of revenue established in
this section;

\b) any federal or state moneys money distributed to
the county as & payment in iieu of ¢ehe property taxation
established by the county levy required by this section;

{c) net proceeds taxes for interim production and new

production, as defined in 15-23-601, and local government

severance taxes on any other production occurring after

December 31, 1988; and

{d) anticipated revenue from vehicle property taxes

imposed under 61-3-504(2} and 61-3-537."

Section B0. sSection 20-9-352, MCA, is amended to read:

"20-9-352. Permissive amount and permissive levy. (1)
Whenever the trustees of amy a district shaii-deem consider
it necessary to adopt a general fund budget in excess of the
foundation program amount but not in excess of the maximum
general fund budget amount for smeh the district as
established by the schedules in 20-9-316 through 20-9-321,
the trustees shall adopt a resolution stating the reasons
and purposes for exceeding the foundation program amount.
Seels The excess above the foundation program amount shaii-be

is known as the Ypermissive amount, and it shat* must be

financed by a levy, as prescribed in 20-9-141, on the
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taxable value of all taxable property within the district,
except for vehicles subject to taxation under 61-3-504(2),
supplemented with any biennial appropriation by the
legislature for this purpose., The proceeds of swesh-an the
appropriation shatl must be deposited to the state special
revenue fund.

(2) The district levies to be set for the purpose of
funding the permissive amount are determined as follows:

(a) For each elementary schocl district, the county
commissioners shall annually set a levy not exceeding 6
mills on all the taxable property in the district, except
fzor vehicles subject to taxaticn under 61-3-504(2), for the
purpose of funding the permissive amount of the district.
The permissive levy in mills shaii--be is obtained by
multiplying the ratic of the permissive amount to the
maximum permissive amount by 6 or by using the number of
mills which that would fund the permissive amount, whichever
is less. If the amount of revenue raised by this levy, plus
anticipated revenue from vehicle property taxes imposed
under 61-3-504(2) and 61-3-537, is not sufficient to fund
the permissive amount in full, the amcunt of the deficiency
shatt must be paid to the district from the state special
revenue fund according to the provisions of subsections (3)
and (4) of this section.

(b) For each high school district, the county
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commissioners shall annually set & levy not exceeding 4
mills on &1l taxable property in the district, except for
vehicles subject to taxation under 61-3-504(2}, for the
purpose of funding the permissive amount of the district.
The permissive levy in mills shaii--be is obtained by
multiplying the ratio of the permissive levy to the maximum
permissive amount by 4 or by using the number of mills which
that would fund the permissive amount, whichever is less. If
the amount of revenue raised by this levy, plus anticipated
revenue from vehicle property taxes imposed under
61-3-504(2) and 61-3-537, and plus net proceeds taxes for
interim production and new producticn, as defined in

15-23-601, and local government severance taxes on any other

production occurring afrer December 31, 1988, is not

sufficient to fund the permissive amount in full, the amount

of the deficiency shai must be paid to the district from

the state special revenue Fund according to the provisions

of subsections (3} and {4) of this section.

{3) The superintendent of public instruction shall, if
the appropriation by the legislature for the permissive
amount for the biennium is insufficient, reguest the budget

director to submit a request for a supplemental
appropriation in the gsecond vear of the biennium. The
supplemental appropriation skai: must provide enough revenue

to fund the permissive deficiency of the elementary and high
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school districts of the state. The proceeds of this
appropriation shai* must be deposited to the state special
revenue fund and shat: must be distributed to the elementary
and high school districts in accordance with their
entitlements as determined by the superintendent of public
instruction according to the provisions of subsections (1)
and (2) cf-this-seserian,

(4) Distribution under this section from the state
special revenue fund shaii must be made in two payments. The
first payment ahaii must be made at the same time as the
first distribution of state equalization aid is made after
January 1 of the fiscal year. The second payment shat: must
be made at the same time as the last payment of state
equalization aid is made for the fiscal year. If the
appropriation is not sufficient to finance the deficiencies
of the districts as determined according to subsection {2},
each district will receive the same percentage of its
deficiency. Surplus revenue in the second year of the
biennium may be used to reduce the appropriation required
for the next succeeding biennium or may be transferred to
the state equalization aid state special revenue fund if
revenues in that fund are insufficient to meet foundation
program requirements."

Section 81, Ssection 20-10-144, MCA, is amended to

read:
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“20-10-144. Cowmputation of revenues and net tax levy
requirements for the transportation fund budget. Before the
fourth Monday of July and in accordance with 20-9-123, the
county superintendent shall compute the revenue available to
finance the transportation fund budget of each district. The
county superintendent shall compute the revenue for each
district on the following basis:

{1) The "schedule amount" of the preliminary budget
expenditures that is derived from the rate schedules in
20-10-141 and 20-10-142 shai} must be determined by adding
the following amounts:

{a) the sum of the maximum reimbursable expenditures
for ul) approved school bus routes maintained by the
district (to determine the maximum reimbursable expenditurae,
multiply the applicable rate per bus mile by the total
numbar of miles to be traveled during the ensuing school
fisca. year on each bus route approved by the county
transportation committee and maintained by such district);
plus

(b) the total of all individual transportation per
diem reimbursement rates for sueh the district as determined
from the contracts submitted by the district multiplied by
the number of pupil-instruction days scheduled for the
ensuing schocl attendance year; plus

(c) any estimated costs for supervised home study or
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supervised correspondence study for the ensuing school
fiscal year: plus

{d) the amount budgeted on the preliminary budget for
the contingency amount permitted in 20-16-143, except if
suech the amount exceeds 10% of the total of subsections
(l)(a}, (1){b), and (1)(c} or $100, whichever is larger, the
contingency amount on the preliminary budget shait must be
reduced to sueh the limitation amount and used in this
determination of the schedule amount.

{2} The schedule amount determined in subsection (1)
or the total preliminary transportation fund budget,
whichever is smaller, shati--be is divided by 3 and the
resulting one-third amount shati-be is used to determine +he
available state and county revenue to be budgeted on the
following basis:

(a) the resulting one-third amcunt shai:-be is the
budgeted state transportation reimbursement, except that the
state transportation reimbursement for the transportation of
special education pupils under the provisions of 20-7-442
shatt must be two-thirds of the schedule amount attributed
to the transportation of special education pupils;

(b) the resulting one-third amount, except as provided
for joint elementary districts in subsection ({2)(e), shai:
be is the budgeted county transportation reimbursement for

elementary districts and shai: must be financed by the basic
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county tax under the provisions of 20-9-334;

{c) the resulting one-third amount multiplied by 2
shati-be is the budgeted county transportation reimbursement
amount for high school districts financed under the
provisicns of subsection {5) sf--this-—sectien, except as
provided for Jjoint high school districts in subsectien
{2)(e}, and except that the county transportation
reimbursement for the transportation of special education
pupils under the provisions of 20-7-442 ashei: must be
cne—-third of the schedule amount attributed to the
transportation of special education pupils;

{d) when the district has a sufficient amount of cash
for reappropriation and other sources of district revenue,
as determined in subsection (3), to reduce the total
district obligation for financing to zero, any remaining
amount of sueh district revenue and cash reappropriated
shatt must be used to reduce the county financing obligation
in osubsections subsection (2)(b) or (2)(c) and, if snch the
county financing obligations are reduced to zero, tc reduce
the state financial obligation in subsection (2)(a); and

(e) the county revenue requirement for a Jjoint
district, after the application of any district moneys money
under subsection (2)(4) above, sheit must be prorated to
each county incorpecrated by the joint district in the same

proportion as the ANB of the joint distriet is distributed
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by pupil residence in each sueh county.

{3} The total of the meneys money available for the
reduction of property tax on the district Eor the
transportation fund shatt must be determined by totaling:

(a) anticipated federal moneys money received under
the provisions of Title I of Public Law 81-874 or other
anticipated federal moneys money received in lieu of such
that federal act; plus

{b) anticipated payments from other districts for
providing schoecl bus transportation services for sueh the
district; plus

{c) anticipated payments from a parent or guardian for
providing school bus transportation services for his child;
plus

{(dy anticipated or reappropriated interest to be
earned by the investment of transportatien fund cash in
accordance with the provisions of 20-%-213(4); plus

(e) anticipated or reappropriated revenue from vehicle
property taxes imposed under 61-3-504({2) and 61-3-537; plus

{£) net proceeds taxes for interim production and new

production, as defined in 15-23-601, and local government

severance taxes on any other production occurring after

December 31, 1988; plus

(g) any other revenue anticipated by the trustees to

be earned during the ensuing school fiscal year which may be
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used <o finance the transportation fund; plus

(h}y any cash available for reappropriation as
determined by subtracting the amount of the end-of-the-year
cash halance earmarked as the transportation fund cash
reserve for the ensuing school fiscal year by the truatees
from the end-cf-the-year cash balance in the transportation
fund. Sueh The cash reserve shatl may not be more than 20%
of the final transportation fund budget £for the ensuing
school fiscal year and shaii-be is for the purpose of paying
transportation fund warrants issued by the district under
the final transportation fund budget.

{4) The district levy reguirement for each district's
transportation fund sha:t must be computed by:

{a) subtracting the schedule amount calculated in
subsection (1) from the total preliminary transportation
budget amount and, for an elementary district, adding suech
the difference tc the district obligation to finance
one-third of the schedule amount as determined in subsection
(2); and

{b} subtracting the amount of meoneys money available

to reduce the property tax on the district, as determined in
subsectian (3), from the amount determined in subsection
{d4)(a) above,

(5) The county levy requirement for the financing of

the county transportation reimbursement to high school
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districts shati-—-be is computed by adding all asueh
requirements for all the high school districts of the
county, including the county's obligation for reimbursements
in joint high school districts,

{6) The transportation fund levy requirements
determined in subsection (4) for each district and in
subsection ({5) for the county shaii must be reported to the
county commissioners on the second Monday of August by the
county -~ superintendent as the transportation fund levy
requirements for the district and for the county, and sueh
the levies sha}} must be made by the county commissioners in

accordance with 20-9-142."

Section 82, section 90-6-402, MCA, is amended to read:

“90-6-402. Definitions. As used in this part, the
following definitions apply:

(1) "affected local government unit" means a local
government unit that will experience a need to increase
services or facilities as a result of the commencement of
large-scale mineral development or within which a
large-gscale mineral development is located in accordance
with an impact plan adopted pursuant to 90-6-307.

{(2) “"Board" means the hard-rock mining impact board
established in 2-15-1822.

(3} “Mineral development employee” means a person who

resides within the Jjurisdiction of an affected 1local
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government unit as a result of employment with a large-scale
mineral development or its contractors or subcontractors.

(4) "Mineral development student" means a student
whose parent or quardian resides within the jurisdiction of
an affected local government unit as a result of employment
with a large-scale mineral development or its contractors or
subcontractors.

(5) ™"Jurisdictional revenue disparity" means property
tax revenues resulting from a large-scale hard-rock mineral
development that are inequitably distributed among affected
local government units as finally determined by the board in
an approved impact plan-

(6) "Large-scale mineral development"”, for the
purposes of this part, is defined in 90-6-302,

{7) "Local government unit", for the purposes of this
part, means a county, municipality, or school district.

{8) "Taxable valuation” of a mineral development means
the total of the gross proceeds taxable percentage specified
in 15-6-132{2)+a% when added toc the taxable percentages of
real property, improvements, machinery, equipment, and other
property classified under Title 15, chapter 6, part 1."

Section 83. Ssection 15-1-501, MCA, is amended to read:

"15-1-501. Disposition of moneys from certain
degignated license and other taxes. (1) The state treasurer

shall deposit to the credit of the state general fund all
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meneys money received by him from the collection of:

(a) feas from driver's licenses, motorcycle
endorsements, and duplicate driver's licenses as provided in
61-5~121;

(b) electrical energy producer's license taxes under
chapter 51;

(¢) severance taxes allocated to the general fund
under chapter 316;

{dy 1liquor license taxes under Title 16;

(e) telephone [company] Llicense taxes under chapter
53; and

(£) inheritance and estate taxes under Title 72,
chapter 16.

{2) All moneys money received from the collection of
income taxes under chapter 30 of this title shal must be
deposited as follows:

{a) 58:2% 48.1% to the credit of the state general
fund;

{b) 10% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;
and

{c) 3%-8% 41.9% to the credit of the state special
revenue fund for state equalization aid to the public
schools of Montana as described in 20-9-343.

(3) All moneys money received from the collection of
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corporation license and income taxes under chapter 31 of
this zitle, except as provided in 15-31-702, sha*} must be
deposited as follows:

ta) 64% to the credit of the state general fund;

:by 11% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408:
and

{c) 25% to the credit of the state special revenue
fund for state equalization aid to the public schools of
Montana as described in 20-9-343.

{4) The state treasurer shall also deposit to the
credit of the state general fund all moneys money received
by him from the cocllection of license taxes, fees, and all
net revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beverage Code.

{5) After the distribution provided for in 15-36-112,
the remainder of the 0il severance tax collections sheid
must be deposited in the general fund.®

Section 84. section 20-9-344, MCA, is amended to read:

"20-9-344. Purpose of state equalization aid and
duties of the board of public education for distribution -—
conditions of first payment. (1) The money available for
state equalization aid sheit must be distributed and
apportioned to provide an annual minimum operating revenue

for the elementary and high schools in each county,
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exclusive of revenues required for debt service and for the
payment of any and--a¥} costs and expense incurred in
connection with any adult education program, recreation
program, schoel food services program, new buildingsy--new
and grounds, and transpertation.

{2) The board of public education shall administer and
distribute the state equalization aid in the manner and with
the powers and duties provided by law, To this end, the
beard of public education shall:

(a} adopt policies for regulating the distributicn of
state equalization aid in accordance with the provisiocns of
law and in a manner that woutd—-mesc--sffectiveiy--meet~—the

financiai---needas---of-—-districts provides for monthly

distribution to each district of its retirement fund

equalizat!~n amount and foundation program amount;

(b) have the power to require such reports from the
county superintendents, budget boards., county treasurers,
and trustees as it may-deem considers necessary; and

{¢) order the superintendent of public instruction to
distribute the state equalization aid on the basis of each
district's annual entitlement to such the aid as established
by the superintendent of public instruction., In ordering the
distribution of state egualization aid, the board of public
education sheit may not increase or decrease the state

equalization aid distribution to any district on account of
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any difference whieh that may occur during the school fiscal
yvear between budgeted and actual receipts from any other
source of school revenue,

{3) The board of public education may order the

superintendent of public instruction to withhold

distribution of state egualization aid or order the county

superintendent of schools to  withhold county egualizatiaon

money from a district when the district fails to:

{a} submit reports or budgets as required by law or

rules adeopted by the board of public education; or

{b}] maintain accredited status.

{4) Prior to any proposed corder by the beoard of public

education to withheold distribution of state equalization aid

or county equalization money, the district is entitled to a

contested case hearing before the board of public education,

as provided under the Montana Administrative Procedure Act.

t34(5) Should If a district receive receives more
state egualization aid than it is entitled to, the county
treasurer maskt shall return the overpayment to the state
upon the request of the superintendent of public instructieon
in the manner prescribed by the department of commerce.

t4t(6) (a) The first payment of state egualization aid
must besr

tay based on an estimate of 20% of each district's

entitlement+ and
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tb+ distributed by July 15 of the school fiscal year.

{b)y Each subsequent monthly payment must be at least

7% of the district's amount."

NEW SECTION. Section 85. Repealer. (1) Sections
15-23-604, 15-23-615, and 15-23-616, MCA, and section 12,
Chapter 666, Laws of 1987, are repealed on passage and
approval of [this act].

(2) Sections 20-9-105,

20-9-3s52, 20-9-531, and

20-9-532, MCA, are repealed July 1, 1850.

NEW SECTION. Section 86. Appropriation. (1) There is
appropriated from the general fund $353,9%50 for the biennium
ending June 30, 1991, to the superintendent of public
instruction to establish standard accounting and reporting
practices in all Montana public school districts and to
implement {[this act].

(2) There 1is appropriated from the general fund
$20,000 to the legislative council for the bienaium ending
June 30, 1991, for use by the committee established in
{section 531].

{3) There is appropriated from the general fund to the
department of administration $200,000 for the fiscal year
ending June 30, 1%3%0, to retain a telecommunications
engineering consultant and to support development of and
improvements in telecommunications networks in Mentana as

provided in [section 51]).
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{4) There is appropriated from the general fund to the
department of administration $300,000 for the biennium
ending June 30, 19%1, to be used for education network
implerentation and improvements if a 50% match in funds or

equipnent is available from other socurces,

NEW SECTION. Section 87. codification instruction.
(1) [Sections 49 and 50] are intended to be codified as an
integral part ¢f Title 20, chapter 9, and the provisiecns of
Title 20 apply to [sections 49 and 50].

(2) ([Section 71] is intended to be codified as an

integral part of Title 15, chapter 23, part 7, and the

provisions of Title 15, chapter 23, part 7,

apply toe
[section 713.
NEW SECTION. Section B8, Effective dates -- rules.

{l) ({Sections 2, S, &, 39, and S51] are effective July I,
1989.

(2) (Sections 1, 3, 4, 10 through 12, 13{1)(b) and {(c}
and (2), l4(l)(b}) and {(c) and (2} through (7}, 15 through
24, 25(13), 26 through 38, 40, 44, 46 through 49, and 83}

are effective July 1, 1990.

{3) [Sections 9, 41 through 43, and 84) are effective
July 1, 1991,

(4) [Sections 7, 13{i){a}, 14(l)(a), 25(1) through
{12), and 45] are effective July 1, 1993.

(5) [Sections 8, 50, 52 through 82, and 85 through 90]
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are effective on passage and approval.

{6) The superintendent of public instruction may,
prier to July 1, 1990, adopt rules and conduct training
necessary to implement [sections 24 and 261}.

NEW SECTION. Section 89. Applicability. (1) [Section
49]), 20-9-331, and 20-9-333 apply retroactively, within the
meaning cf 1-2-109, to all taxable years beginning after
December 31, 1989.

(2} [Sections 59 through 82] apply retrocactively,
within the meaning o©f 1-2-109, to net proceeds taxes,
severance taxes, and local government taxes on oil and gas,
other than interim production and new producticon, produced
after December 31, 1988,

{3) [Sections 2 and 6] apply to all tax revenue
recorded on or after July 1, 1989, without regard to the
time the tax accrued.

(4) [Secrion 83] applies to ail tax revenue recorded
on or after July 1, 1990, without regard to the time the tax

accrued.

NEW SECTION. Section 90. cCoordination instruction. If
House Bill No. 16 is passed and approved, the appropriation
in [secticn B86(1)} is reduced by the amount of money
appropriated in House Bill No. 16.

-End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB27, as introduced

DESCRIPTION OF PROPOSED LEGISLATION:

An act imposing a tax on certain corporate stocks and bonds; exempting stocks of Montana corporations; prorating the
tax on stocks of a foreign corporation according to the percentage its Montana operations bear to its total
operations; allocating proceeds of the tax to the Worker's Compensation Tax Account to reduce the unfunded liability
in the state compensation mutual insurance fund; and providing an effective date, a termination date, and a
retroactive applicability date.

FISCAL IMPACT:

An accurate estimate of the revenue from this proposal is not possible. Estimating the revenue impact for this
proposal would require knowledge of the distribution of the market value of stocks by household, due to the
exclusions provided for single filers and married couples. Also it would require knowledge of the portion of total
market value attributable to corporations operating entirely in Montana and the percentage of Montana operations to

total operations of foreign corporations operating in Montana that have stock held by Montanans. None of this data
is readily available.

TECHNICAL NOTE:

The Division of Workers' Compensation is required by MCA 39-71-2304 to give 30 days notice to employers of a rate
change. This section would need to be amended to implement a rate change by July 1, 1989.

7/415; /Zr ,a[m%/ 4ty

W. DAVID DARBY, BUDGET D PAUL RAPP-SVECEK, PRIMARY smuson\ \ DATE

Office of Budget and Progr

Fiscal Note for SB27 as introduced

sB 27
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APPROVED BY COMM. ON EDUCATION

AND CULTURAL RESOURCES

INTRODUCED BY L

BY REGUEST OF THE TE EDUCATION COMMITTEE

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE
PUBLIC SCHOOL FUNDING AND RELATED TAXATION LAWS; TO
ELIMINATE THE PRESENT ELEMENTARY AND HIGH SCHQOL PERMISSIVE
LEVIES; TO PROVIDE FOR PHASED-IN EQUALIZATION AID FOR
RETIREMENT BEGINNING IN FISCAL YEAR 1992; TG ELIMINATE THE
COUNTY RETIREMENT LEVY AND PROVIDE FULL EQUALIZATION SUPPORT
OF EACH DISTRICT'S RETIREMENT FUND EXPENDITURES BEGINKNING IN
FISCAL YEAR 1994; TO INCLUDE COMPREHENSIVE INSURANCE COSTS
IN THE GENERAL FUND BUDGET OF SCHOOL DISTRICTS; TO ADJUST
THE FOUNDATION PROGRAM SCHEDULES FOR SCHOOL FISCAL YEAR 1991
AND SUCCEEDING YEARS: TO LIMIT, WITH CERTAIN EXCEPTIQONS, THE
MAXIMUM GENERAL FUND BUDGET OF A DISTRICT TC 121 PERCENT OF
THE COMBINED FOUNDATION PROGRAM AND RETIREMENT FUND AMOUNTS
FOR THE DISTRICT; TO FURTHER LIMIT THE GENERAL FUND RESERVE
OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE NUMBER OF
PUPIL-INSTRUCTION DAYS FOR WHICH FOUNDATION PROGRAM SUPPORT
MAY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE
EQUALIZATION AID IN MONTHLY PAYMENTS; TO INCREASE THE
GENERAL BONUS PAYMENTS FOR ENLARGED DISTRICTS;: TO REQUIRE
SCHOOL DISTRICTS TO USE GERERALLY ACCEPTED ACCOUNTING

PRINCIPLES; TO PROVIDE FUNDING FOR A TELECOMMUNICATICNS

)

THERE IS NO CHANCE ON SB 26 AND WILL NOT BE
REPRINTED. PLEASE REFER TO THE INTRODUCED
{(WHITE) COPY FOR COMLETE TEXT.

SECOND READING
SB 26
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SENATE BILL NO. 26
INTRODUCED BY NATHE, MAZUREK

BY REQUEST OF THE SENATE EDUCATION COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE
PUBLIC SCHOOL FUNDING AND RELATED TAXATION LAWS; TO
ELIMINATE THE PRESENT ELEMENTARY AND HIGH SCHOOL PERMISSIVE
LEVIES; TO PROVIDE FOR PHASED-IN EQUALIZATION AID FOR
RETIREMENT BEGIKNING IN FISCAL YEAR 1992; TO ELIMINATE THE
COUNTY RETIREMENT LEVY AND PROVIDE FULL EQUALIZATION SUPPORT
OF BACH DISTRICT'S RETIREMENT FUND EXPENDITURES BEGINNING IN
FISCAL YEAR 1994; TO INCLUDE COMPREHENSIVE INSURANCE COSTS
IN THE GENERAL FUND BUDGET OF SCHOOL DISTRICTS; TO ADJUST
THE FOUNDATION PROGRAM SCHEDULES FOR SCHOOL FISCAL YEAR 1991
AND SUCCEEDING YEARS; TO LIMIT, WITH CERTAIN EXCEPTIQNS, THE
MAXIMUM GENERAL FUND BUDGET OF A DISTRICT TO 121 PERCENT OF
THE COMBINED FOUNDATION PROGRAM AND RETIREMENT FUND AMOUNTS
FOR THE DISTRICT; TO FURTHER LIMIT THE GENERAL FUND RESERVE
OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE NUMBER OF
PUPIL-INSTRUCTION DAYS FOR WHICH FOUNDATICN PROGRAM SUPPORT
MAY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE
EQUALIZATION AID 1IN MONTHLY PAYMENTS; TO INCREASE THE
GENERAL BONUS PAYMENTS FOR ENLARGED DISTRICTS; TO REQUIRE
SCHOOL DISTRICTS TO USE GENERALLY ACCEPTED ACCQUNTING

PRINCIPLES; TO PROVIDE FUNDING FOR A TELECOMMUNICATIONS
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NETWORK FOR EDUCATION; TQ PROVIDE FOR A LEGISLATIVE
OVERSIGHT COMMITTEE ON SCHOOL FUNDING IMPLEMENTATION TO
DIRECT STUDIES ON FURTHER EQUALIZATION OF TRANSPORTATION,
CAPITAL EXPENDITURES, AND RETIREMENT AND TO PERFORM OTHER
DUTIES; TO REALLOCATE LOTTERY REVENUE FROM RETIREMENT
EQUALIZATION TO STATE EQUALIZATION AID; TO IMPOSE A 45-MILL
STATEWIDE LEVY 1IN SUPPORT OF STATE EQUALIZATION AID; TO
INCREASE THE COUNTY ELEMENTARY LEVY FROM 28 MILLS TO 34
MILLS AND THE COUNTY HIGH SCHOOL LEVY FROM 17 MILLS TO 21
MILLS; TO EXCLUDE ALL SCHOOL LEVIES FROM THE PROPERTY TAX
LIMITATIONS OF INITIATIVE MEASURE NO. 105; TO IMPOSE A FLAT
TAX RATE ON COAL GROSS PROCEEDS; TO ELIMINATE TAXATION OF
NET PROCEEDS OF OIL AND GAS ON OTHER THAN INTERIM PRODUCTION
AND NEW PRODUCTION; TO ESTABLISH A LOCAL GOVERNMENT
SEVERANCE TAX IN LIEU OF A TAX ON NET PROCEEDS ON THE
PRODUCTION OF OIL AND GAS OTHER THAN INTERIM FRODUCTION AND
NEW PRODUCTION; TO PROVIDE FOR A 1-YEAR DELAY IN THE PAYMENT
OF LOCAL GOVERNMENT SEVERANCE TAX ON OIL AND GAS; TO
ALLOCATE THE PROCEEDS OF THE LOCAL GOVERNMENT SEVERANCE TAX
ON OIL AND GAS IN THE SAME MANNER AS ©PROPERTY TAXES ARE
DISTRIBUTED; TO CONTINUE THE 10 PERCENT PERSONAL INCOME
SURTAX; TO INCREASE THE ALLOCATION OF PERSONAL INCOME TAX
PROCEEDS TO STATE EQUALIZATION AID; TO REALLOCATE COAL
SEVERANCE TAX PROCEEDS AND INCREASE THE ALLOCATION TO STATE

EQUALIZATION AID; TO STATUTORILY APPROPRIATE ALL REVENIUE

-2- SB 26
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ALLOCATED BY LAW TO COUNTY AND STATE EQUALIZATION; TO

PROVIDE VARIOUS APPROPRIATIONS; RMENDING SECTIONS 2-7-504,

7-1-2111, ?-7-2101, 7-7-2203, 7-14-2524, 7-14-2525,
7-16-2327, 15-1-501, 15-6-132, 15-10-402, 15~10-412,
15-23-602, 15-23-603, 15-23-605, 15-23-607, 15-23-703,

15-30-108, 15-35-108, 15-36~101, 15-36-102, 15-36-105,

15-~36-112, 15-36-121, 17-3-213, 17-7-502, 20-3-106,
20-3-205, 20-3-324, 20-3-331, 26-5-305, 20-5-312, 20-6-401,
20-6-506, 20-6-603, 20-6-608, 20-7-414, 20-7-422, 20-7-431,
20-9-104, 20-9-141, 20-9-201, 20-9-212, 20-9-213, 20-9-301,
20-9-303, 20-9-31:, 20-9-312, 20-9-315, 20-9-318 THROUGH
20-9-322, 20-9-331, 20-9-333, 20-9-343, 20-9-344, 20-9-346,
20-9-347, 20-3-351, 20-9-353, 20-9-501, 20-10-144,
23-5-1027, 90-6-309, AND 90-6-402, MCA; REPEALING SECTIONS
15-23-604, 15-23-615, 15-23-616, 20-9-105, 20-9-352,
20-9-531, AND 20-9-532, MCA, AND SECTION 12, CHAPTER 666,
LAWS OF 1987; AND PROVIDING EFFECTIVE DATES AND

APPLICABILITY DATES."

STATEMENT OF INTENT
It is the intent of the legislature to enhance equality
of educational appertunity for students in the elementary
echools and secondary schools of Montana by revising the
school funding 1laws to provide greater equalization of the

funding available to school districts and to  promote

-3- SB 26
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equalization of school district expenditures per student. It
is the Ffurther intent of the legislature to preserve local
control of the public school syatem, as guaranteed by
Montana's constitution.

For these purposes, the legislature determines to
equalize funding aid to the school districts through the
foundation program schedules for the school fiscal year
ending June 30, 1991, in an amount equal to the following
percentages of the total costs incurred by all the districts
in the state in sachoel fiscal year 1988: 100% of
comprehensive insurance, after subtracting Public Law 81-874
support for insurance, and 1008 of generzsl fund
expenditures, after subtracting special education and Public
Law 81-874 general fund support.

The legislature also determines to fully equalize
funding for retirement by providing state equalization aid
payments sufficient to finance 100% of the costs incurred by
each school district for retirement, social security, and
unemployment insurance, commencing in fiscal year 1994. The
superintendent shall adopt rules that provide for funding in
fiscal year 1992 the portion of any district’s retirement
costs that are In excess of the amount raised in that
district by the statewide average mill levy per county and
funding in figcal year 1993 50% of each district’s total

retirement costs,

bl 2 SB 26
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The legislature alsc determines to fully fund approved
aliowable costs for the special education programs of the
school districts through the foundation program.

The legislature alsc determines to provide state
funding for transportation costs as currently provided by
law but to study transportation funding and establish an
appropriate method to equalize transportation funding in the
1991 legislative sessibn.

The legislature recognizes its responsibility to devise
an equalized aystem of school funding prior to July 1, 1589,
and recognizes that measures in addition to the provisions
in this bill are necessary to fully address equalization of
funding and expenditures for transportation, retirement,
capital improvements, and other needs of the districts.
Because it is necessary to identify those factors that
affect disparate expenditure patterns, to determine whether
those factors are educationally relevant, and to develop
data not currently available to devise methods of equitably
funding those needs, the legislature determines that a study
should be conducted, as provided in ([sections 52 through
58], and that egquitable funding methods for these needs
should be addressed by the 52nd legislature,

The legislature acknowledges the constitutional
guarantee of equal educational opportunity for each public

school pupil in Montana. The legislature also acknowledges
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the sound policy considerations for empowering local
trustees to supervise and control the schools in the
district, as required by the Montana constitution.
Therefore, to guarantee more equal expenditures per student
in similarly sized schools throughout Montana, while also
providing each district board of trustees the power to
determine and meet the unique and individual needs of
students and schools in the district, the legislature
determines that it is reasonable and necessary to establish
a maximum general fund budget limitation for each district,
except as provided in 20-9-315, of 121% of the district's

foundation program  amount. Becausae of

different
circumstances that exist from district to district, the
leqislagute finds that it is reasonable and necessary to.
permit that range of disparity in expenditures by similarly
sized districts throughout the state.

The legislature intends that the current system of
funding county equalization with elementary and high school
levies and other revenue sources be maintained without
change in order to preserve the current method of providing
equalized local support of schools. The statutory
appropriation of all revenue earmarked to fund county
equalization does not affect the manner in which that

revenue ig collected, controlled, and distributed to

districts by the county. It is intended that a district

-6- sB 26



L

v @ ~ &

10
11
iz
13
14
15
16
17
18
19
20
21
22
23
24
25

88 0026/02

eligible for federal £funds wunder Title I of Public Law
81-874 will be able to maintain the local contribution rate
as required by 20 U.S.C. 238(d)(3)(C) for continuing
eligibility.

It is intended that while school digtricts may conduct
more than 180 days of instruction, a school district may not
receive foundation program support for more than 180 days of
pupil instruction.

Under 20-3-106, 20-9-102, 20-9-201, 20-9-211, and
20-9-213, the superintendent of public instruction is
authorized to supervise school financial administration and
to adopt rules establishing requirements for budgeting and
financial administration of public school districts,
including accounting and reporting requirements. Under
20-9-344, the board of public education has authority to
require any reports it considers necessary. It i3 intended
that school districts be required to maintain accounting
systems based on generally accepted accounting principles
and that the superintendent of public instruction adopt
rules necessary to implement the requirement. The
superintendent of public instruction shall provide training
and assistance to the districts as necessary to enable the
districts to comply.

It is intended that the districts be required to file

accurate and timely reports with the superintendent of
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public inatruction. Districts must be required to provide
student and school district data as may be required by the
superintendent of public  instructien concerning the
condition of education in Montana, including personnel
information, student and school district demographics,
assessment of student and school distriet achievement, and
other appropriate educational £factors necessary to enable
the legislature to assess the equality of educational
opportunity being provided by the public schoel districts
and to determine the amount of state aid to be distributed
to sBchool districts. Districts shall also provide data to
meet grant reguirements and other national reporting needs.

It is intended that the superintendent of public
instruction conduct training and provide £forms for the
personnel responsible Ffor completing reports. Whenever
possible, the superintendent of public instruction shall
develop methods for collecting educational data
electronically, using formats consistent with school
district data processing capabilities. The educational data
must be maintained in an electronic format easily accessible
by other state agencies and the legiaslature.

State equalization aid and county egualization money
may be withhelé from school districts, as provided by
20-9-344, that 4o not comply with accounting and reporting

requirements.
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It is intended that the superintendent of public
instruction employ additional personnel during fiscal year
1990 and fiscal year 1991, not to exceed the appropriation,
for the purpose of establishing standard accounting and
reporting practices in the public school districts and for
impiementing the additional provisions of this bill.

The legislature determines that if county equalization
revenue is deficient because of noncollected tax payments,
state equalization aid may be provided to offset the
delinguency.

In providing equalization funding through continuation
of the 10% personal income surtax, it is not intended that
the surtax be a permanent funding source for state

equalization aid.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 2-7-504, MCA, is amended to read:

"2-7-504. Accounting methods. ®he Unless otherwise

required by law, the department shall prescribe the general

methods and details of accounting for the receipt and
disbursement of all moneys money belonging to governmental
entities referred to in this part and shall establish in
thoge offices general methods and details of accounting.
All governmental entity officers shall conform with the

standards prescribed by the departmeat.”
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Section 2. section 15-1-501, MCA, is amended to read:

"15-1-501. Disposition of meneys money from certain
designated 1license and other taxes. (1) The state treasurer
shall deposit to the credit of the state general fund all
meneys money received by him from the collection of:

{a) fees from driver’s licenses, motarcycle
endorsements, and duplicate driver's licenses as provided in
61-5-121;

{b) electrical energy producer's llcense taxes under
chapter 51;

(c) severance taxes allocated to the general fund
under chapter 134;

(d) 1liquor license taxes under Title 16;

(e) telephone [company] license taxes under chapter
53; and

(£) inheritance and estate taxes under Title 72,
chapter 16.

(2) All mereys money received from the collection of
income taxes under chapter 30 of this title shati must be
deposited as follows:

{a) 58+2% 51.8% to the credit of the state general
fund;

(b) 30% 9.1% to the credit of the debt service account

for long-range building program bonds as described in

17-5-408; and

-10- SB 26
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(c) 3%:8% 39.1% to the credit of the state special
revenue Eun§; for state equalization aid te the public
schools of Montana as described in 20-9-341.

(3) All moneys money received from the collection of
corporation license and income taxes under chapter 31 of
this title, except as provided in 15-31-702, shaii must be
deposited as follows:

(a) 64% to the credit of the state general fund;

{b) 11% to the credit of the debt service account for
iong—range building program bonds as described in 17-5-408;
and

{c) 25% to the credit of the state special revenue
fund for state egualization aid to the public schools of
Montana as described in 20-9-343.

(4) The state treasurer shall also deposit to the
credit of the state genersl fund all moneys money received
by him from the collection of license taxes, fees, and all
net revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beverage Code.

(5) After the distribution provided for in 15-36-112,
the remainder of the oil severance tax collections shai}

must be deposited in the general fund."
Section 3. section 15-10-402, MCA, is amended to read:

"15-10-402. Property tax 1limited to 1986 levels. {1)

Except as provided in subsections (2) and (3), the amount of
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taxes levied on property described in 15-6-133, 15-6-134,
15-6-136, 15-6-139, 15-6-142, and 15-6-144 may not, for any
taxing jurisdiction, exceed the amount levied for taxable
year 1986,

{2) The limitation contained in subsection (1) does
not apply to levies for rural improvement districts, Title
7. chapter 12, part 21; special improvement districts, Title

7. chapter 12, part 41: elementary and high school

districts, Title 20; or bonded indebtedness.

(3) New construction or improvements to or deletions
from property described in subsection (1) are subject to
taxation at 1986 levels.

(4) As used in this section, the “amount of taxes
levied" and the “amount 1levied” mean the actual dollar
amount of taxes imposed on an individual piece of property,
notwithstanding an iacrease or decrease in value due to
inflation, reappraisal, adjustments in the percentage
multiplier used to convert appraised value to taxable value,
changes in the number of mills levied, or increase or

decrease in the value of a mill.”
Section 4. sSection 15-10-412, MCA, is amended to read:

"15-10-412. Property tax limited to 1986 levels —-—
clarification -- extension to all property classes. Section
15-10-402 is interpreted and clarified as follows:

(1} The limitation to 1986 levels is extended to apply

-i2- 5B 26
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to all classes of property described in Title 15, chapter 6,
part 1.

(2) The limitation on the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, the actual tax 1liability for an individual
property 1is capped at the dollar amount due in each taxing
unit for the 1986 tax year. In tax years thereafter, the
property must be taxed in each taxing unit at the 1986 cap
or the product of the taxable value and mills levied,
whichever is less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 throﬁgh 1985 but
did not levy a tax in 1986, in which case the actual tax
liability for an individual property is capped at the dollar
ampunt due in that taxing unit for the 1985 tax year.

(3) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

(a} annexation of real property and improvements into
a taxing unit;

(b) construction, expansion, or remodeling of
improvements;

{c) transfer of property intoc a taxing unit;

{d) subdivision of real property;

{e) reclassification of property;

(£} increases in the amount of production or the value
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of production for property described in 15-6-131 or
15-6-132;

(g) transfer of property from tax-exempt to taxable
status;

(h) revaluations caused by:

{i) cyclical reappraisal; or

{ii) expansion, addition, replacement, or remodeling of
improvements; or

{i) Iincreases in property valuation pursuant to
15-7-111(4) through (8) in order to egualize property values
annually.

(4) The 1limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax 1liability on individual
pProperty in each class as a result of:

{a) a revaluation caused by:

(i} construction,

expansion, replacement, or

remodeling of improvements that adds value to the property;
or

(ii) cyclical reappraisal;

(b) transfer of property into a taxing unit;

{¢) reclassification of property;

{d) increases in the amount of production or the value

of production Eor property described in 15-6-131 or
15-6-132;
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(e) annexation of the individual property into a new
taxing unit;

(f) conversion of the individual property from
tax-exempt to taxable status; or

(9) increases in property valuation pursuant to
15-7-111(4) through (8) in order to equalize property values
annually.

{5) Property in classes four, twelve, and fourteen is
valued according to the procedures used in 19886, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new
base vear designated, if the property is:

{a) new construction;

{(b) expanded, deleted, replaced, or remodeled
improvements:

(c) annexed praperty; or

(d) property converted from tax-exempt to taxable
atatus.

(6) Property described in subsections (5)(a) through
($)(d) that is not class four, class twelve, or class
fourteen property is valued accor@ing to the procedures used
in 1986 but is also subject to the dollar cap in each taxing

unit based on 1986 mills levied.

{(7) The Llimitation on the amount of taxes, as
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clarified in this section, is intended to leave the praperty
appraisal and valuation methodology of the department of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-482 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless the taxing unit's
taxable. valuation decreases by 5% or more from the 1986 tax
year. If a taxing unit's taxable valuation decreases by 5%
or more from the 1986 tax year, it may levy additional mills
to compensate for the decreased taxable valuation, but in no
case may the mills levied exceed a number calculated to
equal the revenue from property taxes for the 1986 tax year
in that taxing unit.

(8) The limitation on the amount of taxes levied does
not apply to the following levy or special assessment
categories, whether or not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402:

(a) rcural improvement districts;
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(b) special improvement districts;

(¢} 1levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

(d) city street maintenance districts;

(e) tax increment financing districts;

{£) satisfaction of judgments against a taxing unit;

{g) street lighting asgsessments; and

(h) revolving funds to support any categories
specified in this subsection (8); and

{i) elementary and high school districts.

{9) The limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing unit
approve an increase in tax liability following a resolution
of the governing body of the taxing unit containing:

(a) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

(b} an explanation of the nature of the Efinancial
emergency;

{c) an estimate of the amount of funding shortfall
expected by the taxing unit;

(d) a statement that applicable fund balances are or
by the end of the fiascal year will be depleted;

(e} a finding that there are no alternative sources of

revenue;
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(£) a summary of the alternatives that the governing
body of the taxing unit has considered; and

(g) a statement of the need for the increased revenue
and how it will be used.

{16) The limitation on the amount of taxes levied does
not apply to levies required to address the funding of
relief of suffering of inhabitants caused by Ffamine,
conflagration, or other public calamity.

{11) The limitation on the amount of taxes levied by a
taxing jurisdiction subject to a statutory maximum mill lewvy
does not prevent a taxing jurisdiction from increasing its
number of mills beyond the statutory maximum mill levy to
produce revenue equal to its 1986 revenue.

(12) The 1limitation on the amount of taxes levied does
not apply to a levy increase to repay taxes paid under
protest in accordance with 15-1-402."

Section 5. section 15-30-108, MCA, is amended to read:

"15-30-108. +¥emporaryy--Surtax. Afeer In addition to
the amount of tax llability has-Been computed as required in
15-30-103, each persen filing a Montana individual income
tax return shall add as a surtax 10t of the tax liabilityr
and-the-amount-so-arrived-at-is-the-amoant--due—-che--states

tferminates-Pecember-317;-1989--seer-¥27-Shs-6667-br-198%<}."
Section 6. section 15-35-108, MCA, is amended to read:

"15-35-108. Disposal of geverance taxes. Severance
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taxes collected under this chapter must be allocated
according to the provisions in effect on the date the tax is
due under 15-35-104. Severance taxes collected under the
provisions of this chapter are allocated as follows:

(1) To the trust fund created by Article IX, section
5, of the Montana constitution, 50% of total ccal severance
tax collections. The trust fund moneys shall be deposited
in the fund established under 17-6-203{5) and invested by
the board of investments as provided by law.

{2) Starting July 1, 1987, and ending June 30, 1993,
128 of coal severance tax collections are allocated to the
highway reconstruction trust fund account in the sgtate
special revenue fund.

(3) Coal severance tax collections remaining after the
allocations pravided by subsections (1) and (2) are
allocated in the following percentages of the remaining

balance:

(a) after June 30, 1991, 20% to the state special

revenue fund to the credit of the education trust fund
account and 17.5% to the credit of the local impact account.
Unencumbered funds remaining in the local impact account at
the end of each biennium are allocated to the education

trusk--fund--aceounkt state special revenue fund for state

equalization aid to public schools of the state.

{b) 35% until June 30, 1991, and thereafter 10% to the
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state special revenue fund for state equalization aid to
public schools of the state;

{c) 1% to the state special revenue fund to the credit
of the county land planning account;

{d} 1 1/4% to the credit of the renewable resource
development bond fund;

(e} after June 30, 1991, 5% to a nonexpendable trust

fund for the purpose of parks acquisiticn or management,
protection of works of art in the state capitol, and other
cultural and aesthetic projects. Income from this trust fund
shall be appropriated as follows:

(i) 1/3 for protection of works of art in the state
capitol and other cultural and aesthetic projects; and

(ii) 2/3 for the acquisition, development, operation,
and maintenance of any sites and areas described in
23-1-102;

(f) 1% to the state special revenue fund to the credit
of the state 1library commission for the purposes of
providing basic library services for the residents of all
counties through library federations and for payment of the
costs of participating in regional and national networking;

{g) 1/2 of 1% to the state special revenue fund for
conservation districts;

{h} 1 1/4% to the debt service fund type to the credit

of the water development debt service fund;
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(i) 2% to the state special revenue fund for the
Montana Growth Through Agriculture Act;
{j) all other revenues from gseverance taxes collected

under the provisions of this chapter to the credit of the

general fund of the state."

Section 7. section 17-3-213, MCA, is amended to read:

®17-3-213. Allocation to general road fund and
countywide achool levies. (1) The forest reserve funds so
apportioned to each county shat} must be apportiocned by the
county treasurer in each county between-the-severai-Ffunds as
follows:

{a) to the general road fund, 66 2/3% of the total

amount received:

{b) to the following countywlde school levies, 33 1/3%

of the total sum received:

{1) ¢the--annual-basic-tax-levy county equalization for

elementary schools provided for in 20-9-331;

(ii) the-annuat-speciat-——tax county egualization for

high schools provided for in 20-9-333; and

{iii) the high school transportation fund provided for
in 20-10-1437

tivi-the--elementary--teacher--retirement--and---secial
securtty-fund-provided-for-in-20-9-50%7
tvi--the--high--sehool--teacher—-petirement--and-social

seeurity-fund-previded-for-in-20-9-56%,
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{2) The apportionment of money to the funds provided
for under subsection (1)({b) shai} must be made by the county
superintendent based on the proportion that the mill levy of
each Ffund bears to the total number of mills for all the
funds. Whenever the total amount of money available for
apportionment under this gection is greater than the total
requirements of a levy, the excess money and any interest
income must be retained in a separate reserve fund, to be
reapportioned in the ensuing school fiscal year to the
ievies designated in subsection (1)(b).

(3) In counties " wherein in which special road
districts have been created according to law, the board of
county commissioners shall distribute a proportionate share
of the 66 2/3% of the total amount raceived for the general
road fund to such the special road district-or districts
within the county based upon the percentage that the total
area of sueh the road district bears to the total area of
the entire county.”

Section 8. Section 17-7-502, MCA, is amended to read:

»}17-7-502. Statutory appropriations -- definition --
requisites for validity. (1) A statutory appropriation is an
appropriation made by permanent law that authorizes spending
by a state agency without the need for a biennial
legislative appropriation or budget amendment.

{2) Except as provided in subsection (4}, to be

-22- SB 26



[T- TN TS - N I S TV R

[ S TR T B & R S T S S I S VR ]
& WL R OH O P @ OWN VN A oW N S

N
N

SB 0026/02

effective, a statutory appropriation must comply with both
of the following provisions:

(a) The law containing the statutory authority must be
listed in subsecticn (3).

(b) The law or portion of the law making a statutory
appropriation must specifically state that a atatutory
appropriation is made as provided in this section.

{3) The fecllowing laws are the only laws contalning
statutory appropriations: 2-9-202; 2-17-105; 2-18-812;

10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304;

15-25-123; 15-31-702; 15-26-112; 15-37-117%; 15~70-1G3;
16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424;
17-5-804; 19-8-504; 19-9-702;

19-9-1007; 19-10-205;

19-10-305; 19-10-506; 19-11-512; 19-11-513; 19~11-606;
19-12~3¢1; 19-~13~6D4; 20-6-406; 20-8-111; ({section 501};
23-5-306; 23-5-409;

23-5-610; 23-5-612; 23-5-1016;

23-5-1027; 27-12-206; 37-51-501; 39-71-2504; 53-6-150;

53-24-206; 61-2-406; 61-5-121; 67-3-205; 75-1-~1101;

75~5-1108; 75-11-313; 76-12-123; 80-2-103; 82-11-136;
82-11-161; %0-3-301; 90-4-215; 90-4-613; 90-6-331; 90-9-306;
and section 13, House Bill No. 861, Laws of 1985.

{4) There 1is a statutory appropriation to pay the
principal, interest, premiums, and costs of issuing, paying,

and securing all bonds, notes, or other obligations, as due,

that have been authorized and issued pursuant to the laws of
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Montana. Agencies that have entered into agreements
authorized by the laws of Montana to pay the state
treasurer, for deposit in accordance with 17-2-101 through
17-2-107, as determined by the state treasurer, an amount
sufficient to pay the principal and interest as due on the
bonds or notes have statutory appropriation authority for
such payments. (In subsection {3}, pursuant to sec. 10, Ch.
664, L. 1987, the inclusion of 39-71-2504 terminates June
30, 1991.)"

Section 9, section 20-3-106, MCA, is amended to read:

*20-3-106. Supervision of schools -—-  powers and
duties. The superintendent of public instructior has the
general supervision of the public schools and districts of
the state, and he shall perform the following duties or acts
in implementing and enforcing the provisions of this title:

{1) resolve any controversy resulting from the
proration of costs by a joint board of trustees under the
provisions of 20-3-362;

{2) issue, tenew, or deny teacher certification and
emergency authorizations of employment;

{3) negotiate reciprocal tuition agreements with other
states in accordance with the provisions of 20-5-314:;

{4) serve on the teachers' retirement board in
accordance with the provisions of 2-15-101¢;

(S} approve or disapprove the orders of a high school
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boundary commission in accordance with the provisions of
20-6-311;

(6} approve ar disapprove the opening or reopeéning of
a school in accordance with the provisions of 20-6-502,
20-6-503, 20-6-504, or 20-6-505;

(7) approve or disapprove school isclation within the
limitations prescribed by 20-9-302;

{8) generally .supervise the school budgeting
procedures prescribed by law in accordance with the
provisions of 20-9-102 and prescribe the school budget
format in accordance with the provisions of 20-9-103 and
20-9-506;

{(9) establish a system of communication for
caleculating joint district revenues in accerdance with the
provisions of 20-9-151;

{10} approve or disapprove the adoption of a district's
emergency budget resolution under the conditions prescribed
in 20-9-163 and publish rules for an application for
additional state aid for an emergency budget in accordance
with the approval and disbursement provisions of 20-9-166;

(11) generally supervise the school financlial
administration provisions as prescribed by 20-9-201{2};

(12) prescribe and furnish the annual report forms to
enable the districts to report tc the county superintendent

in accordance with the provisions of 20-9-213(5) and the
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annual report forms to enable the county superintendents to
repocrt to the superintendent of public instruction in
accordance with the provisions of 20-3-209;

(13) approve, disapprove, or adjust an increase of the
average number belonging (ANB) in accordance with the
provisions of 20-9-313 and 20-9-314;

{14) distribute state equalization aid in support of
the foundation program in accordance with the provisions of

20-9-331, 20-9-333, 20-9-342, 20-9-346, and 20-9-347;

{15) distribute state impact aid in accordance with the
provisions of 20-9-304;

(16) provide for the uniform and equal provision of
transportation by performing the duties prescribed by the
provisiéns of 20-10-112;

{(17) approve or disapprove an adult education program
for which a district proposes to levy a tax in accordance
with the provisions of 20-7-705;

(18) request, accept, deposit, and expend federal
moneys money in accordance with the provisions of 20-9-803;

{19) authorize the use of federal moneys money for the
support of an interlocal cooperative agreement in accordance
with the provisions of 20-9-703 and 20-9-704:

(20) prescribe the form and contents of and approve or
disapprove interstate contracts in accordance with the

provisions of 20-9-7p05;
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{21) approve or disapprove the conduct of school on a
Saturday or on pupil-instruction-related days in accordance
with the provisions of 20-1-303 and 20-1-304;

(22) recommend standards of accreditation For all
schools to the board of public education and evaluate
compliance with such the standards and recommend
accreditation status of every school to the board of publiec
education in accordance with the provisions of 20-7-101 and
20-7-1%2;

{23) collect and maintain a file of curriculum guides
and assist schools with instructional programs in accordance
with the provisions of 20~7-113 and 20-7-114;

(24) establish and maintain a library of visual, aural,
and other educational media in accordance with the
provisions of 20-7-201;

(25) license textbook dealers and initiate prosecution
of textbook dealers violating the law in accordance with the
provisicns of the textbooks part of this title;

{26} as the governing agent and executive officer of
the state of Montana for K-12 vocational education, adopt
the policies prescribed by and in accordance with the
provisionas of 20-7-301;

{27) supervise and coordinate the conduct of special
education in the state in accordance with the provisions of

20~7-403;
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{28} administer the traffic education program in
accordance with the provisions of 20-7-502;

{29) administer the school food gervices program in
accordance with the provisions of 20-10-201, 20-10-202, and
20-16-203;

({30) review school building plans and specifications in
accordance with the provisions of 20-6-622;

(31) prescribe the method of identification and signals
to be used by school safety patrols in accordance with the
provisions of 20-1-408;

(32) provide schools with information and technical
asgsistance for compliance with the student assessmert rules
provided for in 20-2-121 and collect and summarize the
results of sach the student assessment for the board of
public education and the legislature;

(33) administer the distribution of state retirement

equalization aid for each digtrict's retirement fund

expenditures in accordance with 26-9-532 20-3-347; and
(34) perform any other duty prescribed from time to
time by this title, any other act of the legislature, or the

policies of the board of public education."
Section 10. 5Section 20-3-205, MCA, is amended to read:
*20-3-205. Powers and duties. The county
superintendent has general supervision of the schools of the

county within the limitations prescribed by this title and
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shall perform the following duties or acts:

(1) determine, establish, and reestablish trustee
nominating districts in accordance with the provisions of
20-3-352, 20-3-353, and 20-3-354;

(2) administer and file the caths of members of the
boards of trustees of the districts in his county in
accordance with the provisions of 20-3-307;

{3} register the teacher or specialisat certificates or
emergency authorization of employment of any person employed
in the county as a teacher, specialist, principal, or
district superintendent in accordance with the provisions of
20-4-202;

(4) act on each tuition application submitted to him
in accordance with the provisions of 20-5-301, 20-5-302,
20-5-304, and 20-5-311 and transmit the tuitlicon information
required by 20-5-312;

{5) file a copy of the audit report for a district in
accordance with the provisions of 20-9-203;

{6) <¢lassify districts in accordance with the
provisions of 20-6-201 and 20-6-301;

(7) keep a transcript and reconcile the district
boundaries of the county in accordance with the provisions
of 20-6-103;

(8) Fulfill all responsibilities assigned to him under

the provisions of this title regulating the organization,
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alteration, or abandonment of districts;

(9) act on any unification proposition and, |If
approved, establish additional trustee nominating districts
in accordance with 20-6-312 and 20-6-313;

(10) estimate the average number belonging (ANB} of an
opening school in accordance with the provisions of
20-6-502, 20-6-503, 20-6-504, or 20-6-506;

{11) process and, when regquired, act on school
isolation applications in accordance with the provisions of
20-9-302;

{12) complete the budgets, compute the budgeted
revenues and tax levies, file final and emergency budgets,
and fulfill such other responsibilities assigned to him
under the provisions of this title regulating school
budgeting systems;

{13) submit an annual financial report to the
superintendent of public instruction in accordance with the
provisions of 20-9-211;

{14) quarterty monthly, unless otherwise provided by
law, order the county treasurer to apportion state money,
county school money, and any other achool money subject to
apportionment in accordance with the provisions of 20-9-212,
20-9-334, 20-9-347, 20-10-145, or 20-10-146;

{15) act on any request to transfer average number

belonging (ANB) in accordance with the provisions of
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20-9-313(3);

{16) calculate the estimated budgeted general fund
sources of revenue in accordance with the provisions of
20-9-348 and the other general fund revenue provisions of
the general fund part of this title;

[{17) compute the revenues and the district and county
levy requirements for each fund included in each district’'s
final budget and report sueh the computations to the board
of county commissioners in accordance with the provisions of
the general fund, transportation, bonds, and other school
funds parts of this title;

(18) file and forward bus driver certifications,
transportation contracts, and state transportation
reimbursement claims in accordance with the provisions of
20-10-103, 20-10-143, or 20-10-145;

(19) for districts which do not employ a district
superintendent or principal, recommend library book and
textbook selections in accordance with the provisions of
20-7-204 or 20-7-602;

(20) notify the superintendent of public instruction of
a textbook dealer's activities when required wunder the
provisions o©of 20-7-605 and otherwise comply with the
textbook dealer provisions of this title;

{21) act on district teguests to allocate federal money

for indigent children for schocl food services in accordance
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with the provisions of 20-10-205;

(22) perform any other duty prescribed from time to
time by this title, any other act of the legislature, the
policies of the board of public education, the policies of
the board of regents relating to community college
districts, or the rules of the superintendent of public
instruction;

{23) administer the cath of office to trustees without
the receipt of pay for administering the ocath;

{24) keep a record of his official acts, preserve all
reports submitted to him under the provisions of this title,
preserve all books and instructiocnal eguipment or rsupplies,
keep all documents applicable tc the administration of the
office, and surrender such all records, bocks, supplies, and
equipment to his successor:

{25) within 90 days after the close of the school
fiscal year, publish an annual report in the county
newspaper stating the following financial information for
the school fiscal year just ended for each district of the
county:

{a) the total of the cash balances of all funds
maintained by the district at the beginning of the year;

{b) the total receipts that were realized in each fund
maintained by the district;

{c) the total expenditures that were made from each
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fund maintained by the district; and

{d) the total of the cash balances of all funds
maintained by the district at the end of the school fiscal
year; and

{26) hold meetings for the members of the trustees from
time to time at which matters for the good of the districts
shati must be discussed.”

Section 11. Section 20-3-324, MCA, is amended to read:

"20-3-324. Powers and duties. As prescribed elsewhere
in this title, the trustees of each district shall:

{1) employ or dismiss a teacher, principal, or other
asgistant upon the recommendation of the district
superintendent, the county high school principal, or other
principal as the board considers necessary, accepting or
rejecting any recommendation as the trustees in their sole
discretion determine, in accordance with the provisions of
Title 20, chapter 4;

{2} employ and dismiss administrative personnel,
clerks, secretaries, teacher aides, custodians, maintenance
personnel, school bus drivers, food service personnel,
nurses, and any other personnel considered necessary to
carry out the various services of the district;

{3) administer the attendance and tuition provisions
and otherwise govern the pupils of the district in

accordance with the provisions of the pupils chapter of this
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title;

{4) call, conduct, and certify the elections of the
district in accordance with the provisions of the schocl
elections chapter of this title;

{5) participate in the teachers' retirement system of
the state of Moatana in accordance with the provisions of
the teachers' retirement system chapter of Title 19;

(6) participate in district boundary change actions in
accordance with the provisions of the districts chapter of
this title;

{7) corganize, open, close, or acquire isolation status
for the schools of the district in accordance with the
provisions of the school organization part of this title;

{8) adopt and administer the annual budget or an
emergency budget of the district in accordance with the
provisiona of the school budget system part of this title;

{9) conduct the fiscal businesas of the district in
accordance with the provisions of the school financial
administration part of this title;

(10) establish the ANB, foundation program, permissive
tevy; additional levy, cash reserve, and atate impact aid
amcount for the general fund of the district in accordance
with the provisions of the general fund part of this title;

{11) establish, maintain, budget, and finance the

transportation program of the district in accordance with
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the provisions of the transportation parts of this title;

{12) isgue, refund, sell, budget, and redeem the bonds
of the district in accordance with the provisions of the
bonda parts of this title;

(13) when applicable, establish, financially
administer, and budget for the tuition fund, retirement
fund, building reserve fund, adult education Eund,
nonoperating fund, schocl food services fund, miscellaneous
federal programs fund, building £fund, 1lease or rental
agreement fund, traffic education fund, and interlocal
cooperative agreement fund in accordance with the provisions
of the other school funds parts of this title;

{14) when applicable, administer any interlocal
cooperative agreement, gifts, legacies, or devises in
accordance with the provisions of the miscellaneous
financial parts of this title;

{15) hold in trust, acquire, and dispocse of the real
and personal property of the district in accordance with the
provisions of the school sites and facilities part of this
title;

{16) operate the schools of the district in accordance
with the provisions of the school calendar part of this
title;

(17) establish and maintain the instructional services

of the schools of the district in accordance with the
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provisions of the instructional services, textbooks,
vocational eduocation, and special education parts of this
title;

(18) establish and maintain the school focd services of
the district in accordance with the provisions of the school
food services parts of this title;

(19) make reports from time to time as the county
superintendent, superintendent of public instruction, and
board of public education may require;

(20) retain, when considered advisable, a physician or
registered nurse to inspect the sanitary conditions of the
school or the general health conditions of each pupil and,
upon request, make available to any parent or guardian any
medical reports or health records maintained by the district
pertaining to his child;

{21} for each member of the trustees, visit each school
of the district not less than once each school fiascal year
to examine its management, conditions, and needs, except
trustees from a flrst-class school district may share the
responsibility for wvisiting each school in the district;

(22) procure and display outside daily in suitable
weather at each school of the district an American Elag that
measures not less than 4 feet by 6 feet;

{23) adopt and administer a district policy on

assessment for placement of any child who enrclls in a
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school of the district from a nonpublic school that is not
accredited, as required in 20-5-110; and

{24) perform any other duty and enforce any other
requirements for the government of the schools prescribed by
this title, the pelicies of the board of public education,
or the rules of the superintendent of public instruction."

Section 12. section 20-3-331, MCA, is amended to read:

"20-3-331. Purchase of liability insurance. The
trustees of any district may purchase insurance coverage for
the district, trustees, and employees against liability for
the death, injury, or disability of any person or damage to

property. The trustees shall include the cost of coverage in

the general fund budget of the district."

Section 13. section 20-5-305, MCA, is amended to read:

¥20-5-305. Elementary tuition rates. (1) Whenever a
pupil of an elementary district has been granted approval to
attend a school outside of the district in which he resides,
under the provisions of 20-5-301 or 20-5-302, suech the
district of residence shall pay tuition to the elementary
district where the pupil attends school. Except as provided
in subsection (2}, the basis of the rate of tuition shall be
determined by the attended district. The rate of tuition
sha}i must be determined by:

(a) totaling the actual expenditures from the district

general fundry and the debt service fund;-andy-if--the--pupii
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is-—a-resident-ef-ancther-countyy-the-retirement-fund;

(b) dividing the amount determined in subsection
{1)(a) by the ANB of the district for the current fiscal
year, as determined under the provisions of 20-9-311; and

(c) =ubtracting the---total——-of from the amount

determined in subsection (1}(b) the per-ANB amount allowed

by 20-9-316-threugh-20-9-32i-thak-representa the foundation
program schedules as-prescribed-by-28-9-383-pius-the-per-ANB
amount—deternined-by-dividing—the--state--financing——of--the
diztrict--permissive—-ievy—-by-the-ANB-of-the-distriecty-£from
the-amount-determined-in-subseceion-t3tby.

{2) The tuition for a full-time elementary special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculation
of elementary tuition for full-time elementary special
education pupils as designated in 20-9-311 for funding
purposes.”

Section 14. section 20-5-312, MCA, is amended to read:

®20-5-312. Reporting, budgeting, and payment for high
school tuition. (1)} Except as provided in subsection (2), at
the close of the school term of each school fiscal year, the
trustmes of each high school district shall determine the
rate of tuition for the current school fiscal year by:

(a) totaling the actual expenditures from the district

general fundy and the debt service fundy-andy-if--the--pupit
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ta-a-resident-of-another-countys-the-retirement-fund;

{b) dividing the amount determined in subsection
(1)(a}) above by the ANB of the district as determined under
the provisions of 20-9-311; and

(c) subtracting the--~totali---of from the amount

determined in subsection (1)(b) the per-ANB amount allowed

by 28-9-316~through-20-9-323-that-represents the foundation
program as-preacribed-by-28-9-383-pius--the——per-ANB--amount
determined--by~-dividing-the-state-financing-ef-the-districe
permissive-tevy-by-the-AND-of-the-districty-£from-the--amount
determined-in-subseection—{i)¢tb} schedules.

{2} The tuition for a full-time high school special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculation
of tuition for full-time high school special education
pupils as designated in :0-9-311 for funding purpocses.

(3) Before July 15, the trustees shall report to the
county superintendent of the county in which the district is
located:

{a) the names, addresses, and reasident districts of
the pupils attending the schools of the district under an
approved tuition agreement;

{b) the number of days of school attended by each
pupil;

{c) the amount, if any, of each pupil's tuition
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payment that the trustees, in their discretion, have the
authority to waive; and

{(d) the rate of current achool fiscal year tuitien, as
determined under the provisions of this section.

{4} When the county superintendent receives a tuition
report from a district, he shall immediately send the
reported information to the superintendent of each district
in which the reported pupils reside.

{5) When the district superintendent receives a
tuition report or reports for high school pupils residing in
his district and attending an out-of-district high school
under approved tuition agreements, he shall dete.mine the
total amount of tuition due sueh the out-of-district high
schools on the basis of the following per-pupil schedule:
the rate of tuition, number of pupils attending under an
approved tuition agreement, and other information provided
by each high school district where resident district pupils
have attended school.

(6} The total amount of the high school tuition, with
consideration of any tuition waivers, for puplls attending a
high school outside the county of residence must be financed
by the county basic special tax for high schools as provided
in 20-9-334. In December, the county superintendent shall
cause the payment by county warrant of at least one-half of

the high school tuition obligations established under this

-40- SB 26



o oW -~ e W N

Hoe e
Ww N = e

14
15
16
17
18
19
20
21
22
23
24
25

8B 0026/02

section out of the first money realized from the county
bagic special tax for high schools., The remaining
obligations must be paid by June 15 of the school fiscal
year. The payments must be made to the county treasurer of
the county where each high school entitled to tuition is
located. The county treasurer shall credit tuition receipts
to the general fund of the applicable high school districet,
and the tuition receipts must be used in accordance with the
provisions of 20-9-141.

(7) For pupils attending a high school ocutside their
district of residence but within the county of residence,
the total amount of the tuition, with consideration of any
tuition waivers, wmust be paid during the ensulng school
fiscal year. The trustees of the sending high school
distriet shall include the tuition amount in the tuition
fund of the preliminary and final budgets. This budgeted
tuition amount is not subject to the budget adjustment
provisions of 20-9-132. The county superintendent shall
report the net tuition fund levy requirement for each high
school district to the county commissioners on the second
Monday of August, and a levy on the district must be made by
the county commissioners in accordance with 20-9-142. The
levy requirement must be calculated by subtracting from the
total expenditure amount authorized in the final tuition

fund budget the sum of the cash balance in the tuition fund
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at the end of the immediately preceding school fiscal year
plus any other anticipated money that may be realized in the
tuition fund. The trustees shall pay by warrants drawn on
the tuition fund the tuition amounts owed to each district
included in the county superintendent's notification.
Payments must be made whenever there is a sufficient amount
of cash available in the tuition fund but nec later than the
end of the sachool fiscal vyear for which the budget is
adopted. However, if the trustees of either the sending or
receiving high school district feel the transfer privilege
provided by this subsection is being abused, they may appeal
to the county superintendent of schools, who shall hold a
hearing and either approve or disapprove the transfer."
Section 15. Section 20-6-401, MCA, is amended to read:
®20-6-401. Definitions. As used in this part, unless
the context clearly indicates otherwise, the following
definitions apply:
(1) “Component districts” means the elementary or high
school districts incorporated into the enlarged district.
{2) “Eligible pupils® means the average number
belonging {(ANB) in the operating schools of the component
districts and the tuition pupils residing in the component
disktricts and attending another district's school under the
tuition provisjons of the school laws, except that the

pupils residing in the component district having the largest
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total number of pupils are ineligible for bonus payment
congideration,

{3) "Enlarged district" means the elementary or high
school district resulting from the consolidation or
annexation of two or more component districts.

(4) "General bonus payment" for first- and
second-class school districts must be $360 $450 per eligible
pupil per year for a period of 3 years and must be deposited
in the enlarged district's general fund. General bonus
payment for third-class school districts must be $566 $750
per eligible pupil per year for a period of 3 years and must
be deposited in the enlarged district's general fund. The
general bonus payment must be made from the state school
equalization aid account.

{5) “"Transportation bonus payment" is the provision of
66 2/3% state financing of the on-schedule transportation
amount as provided by the transportation provisions of the
school laws. When an eligible pupil is entitled to
transportation, the enlarged district is entitled to the
transportation bonus payment for the eligible pupil for a
period of 3 years. The payment must be made from the state
transportation aid account. When the eligible pupil rides a
bus providing transportation for ineligible pupils, the
66 2/3% state financing of the on-schedule amount for this

payment must be prorated to provide .financing for the
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eligible pupil.”

Section 16. Section 20-6-506, MCA, is amended to read:

=20-6-506. Budgeting and cost sharing when junior high
school operated by elementary district and high school
district operating a county high scheol. (1) Whenever the
opening of a junior high schocl is approved for the ensuing
school fiscal year under 20-6-505, the county superintendent
shall estimate the average number belonging (ANB} after
investigating the probable enrollment for the Jjunior high
school. The ANB determined by the county superintendent and
the ANB actually realized in subsequent achool fiscal years
shatl must be applied under 20-9-320 te prorate the
maximamfgeneta}—ﬁund—budget—withcut—n—voted-levy Foundation

program schedule amount provided in 20-9-303(2)(a} between

the elementary and high school &istricta. Each distriet
shall adopt its general fund budget on the basis of the
prorated amount and shall Finance its proportionate share of
the cost of operating the junlor high school.

(2) The cost of operating the junior high school shaii
must be prorated between the elementary diatrict and the
high school district on the basis of the ratio that the
number of pupils of their district is to the total
enrollment of the junior high school.”

Section 17. Section 20-6-603, MCA, is amended to read:

*20-6-603. Trustees' authority to acquire or dispose
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of sites and buildings -- when election required. (1) The
trustees of any district shaii-have-the-authority-co may
purchase, build, exchange, or otherwise acquire, of sell, or
otherwise dispose of sites and buildings of the district.
Such--actien--shait Action may not be taken by the trustees
without the approval of the gualified electors of the
district at an election called for such the purpose of
approval unless:

{a) a bond issue has been authorized for the purpose
of constructing, purchasing, or acquiring the site or
building;

(b) an additional levy under the provisions of
20-9-3531 has been approved for the purpose of constructing,
purchasing, or acquiring the site or building;

(¢} the cost of constructing, purchasing, or acquiring
the site or building is financed without exceeding the
maximum-general-fund-budget-without-a-vote-amount-preacribed

in--26-9-3:6——-through——-20-9-32% foundation program schedule

amount provided in 20-9-303(2)(a), ands in the case of a

site purchase, the site has been approved under the
provisions of 20-6-621; or

(d) moneys-are money is otherwise available under the
provisions of this title and the ballot for the site
approval for sueh the building incorporated a description of

the building to be located on the site.
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(2) When an election is conducted under the provisions
of this section, it sha*l must be called under the
provisions of 20-20-201 and shei} must be conducted in the
manner prescribed by this title for school elections. An
elector gqualified to vote under the provisions of 20-20-301
shati-be-permibted—te may vote in such the election. If a
majority of those electors voting at the election approve
the proposed action, the trustees may take the proposed

acticn.”

Section 18. section 20-6-608, MCA, is amended to read:
“20-6-608. Authority and duty of trustees to insure
district property. The trustees of any district shall have
the-—authority-~-and--it-shati-be-their-deky-to insure any or
all real and personal property of the district. The trustees

shall include the cost of insurance in the general fund

budget of the district."

Section 19. section 20-7-414, MCA, is amended to read:

"20-7-414. Determination of children in need and type
of special education needed -- approval of classes and
programa by superintendent. (1) The determination of the
children reqguiring special education and the type of special
education needed by these children shati--be i3 the
responsibility of the trustees, and sueh the determination
shatl must be made in compliance with the procedures

established in the rules of the superintendent of public
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instruction. Whenever the trustees of a school district or
the governing authority of an institution learn of a
handicapped child in their jurisdiction who is in need of
special education, they shall determine whether the child is
in need of a surrogate parent by determining whether the
parents or guardian is unknown or unavailable or if the
child is a ward of the state. The determination must be made
within 10 days of the date on which the trustees of a school
digtrict or the governing authority of an ingtitution
learned of the presence of the child in the district. If the
child is in need of a surrogate parent, the trustees of a
school district or the governing authority of an imstitution
must nominate a surrogate parent for the child as provided
in 20-7-461.

{(2) Whenever the trustees of any district 3intend to
establish a special education class or program, they shall
apply for approval and funding of the class or program by
the superintendent of public instruction. The superintendent
of public instruction shall approve or disapprove the
application for the special education class or program on
the basis of its compliance with the laws of the state of
Montana, the special education policies adopted by the board
of public education, and the rules of the superintendent of
publiec inatruction. No s8pecial educaticn class may be

operated by the trustees without the approval of the
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superintendent of public instruction. Each special education
class or program must be approved annually to be funded as

part of the maximum-budget-without-a-vote foundaticn program

for special education.”

Section 20. Section 20-7-422, MCA, is amended to read:

%20-7-422. Out-of-state tuition for special education
children. (1) If the trustees of any district recommend to
the superintendent of public instruction the attendance of
a child in need of special education in a special education
program offered ocutside of the state of Montana, sueh the
arrangements shai: are not be gubject to the out-of-state
attendance provisions of the laws governing the attendance
of pupils in schools outside the state of Montana.

{2) Whenever the attendance of a child at an
out-pf-state special educatlion program is approved by the
superintendent of public instruction, ie—-shati--be—--the
responatbitiey-of the superintendent of public instruection
shall, in cooperation with the department of family
services, ke negotiate the program for the child and the
amount and manner of payment of tuition. The amount of
tuition shatt must be included as a contracted service in
20-7-431{1)}({a)(iii)(A) in the maximum—budget-witheut-a-vote

foundation program amount for special education."”

Section 21. Section 20-7-431, MCA, is amended to read:

®20-7~431, Allowable cost s8chedule for special
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programs - superintendent to make rules -- annual
accounting. (1) For the purpose of determining the

maximum-budget-withoue-a-vete foundation program amcunt for

special education as defined in 20-9-321, the following
schedule of allowable costs sheit must be followed by the
school district in preparation of its special education
budget for state aid request purposes and by the
superintendent of public instruction in his review and
approval of the budget (for the purposes of determining the
amount of the maximum-budget-withont-a-vote foundation
program for special education for the district, and as used
in this schedule, “Ffull-time special pupil” and ™regular
ANB" are to be determined in accordance with 20-9-311 and
20-9-313):

(a} instruction: salaries, benefits, supplies,
textbooks, and other expenses including:

(i) salaries and benefits of special program teachers,
regular program teachers, teacher aides, special education
supervisors, audiologists, and speech and hear ing
clinicians--the entire cost Iif employed full time in the
special program; if such perscnnel are shared between
special and regular programs--a portion of the entire cost
corresponding to the entire working time which each sueh
person devotes to the special program;

(ii) teaching supplies and textbooks if used
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exclusively for special programs--the actual total cost;

(iii) other expenses:

{A) contracted services, including fees paid for
professicnal advice and consultation regarding special
students or the special program, and the delivery of special
education services by public or private agencies—-the actual
total cost;

(B)Y transportation costs for special education
personnel who muse travel on an itinerant basis from school
to school or district to district or to in-state child study
team meetings or in-state individualized education program
meetings--the actual cost to the district calculated on the
same mileage rate used by the district for other travel
reimbursement purposes;

{b) supportive services, including:

(i) salaries and benefits of profeasional supportive
personnel--the entire cost if employed full time in the
special program; if asuech the personnel are shared between
special and regular programs--a portion of the entire cost
corresponding to the entire working time which each sneh
person devotes to the special program. Professional
supportive personnel may include counselors, social workers,
paychologists, psychometrists, phyBicians, nurses, and

physical and occupational therapists.

(ii) salaries and benefits of clerical personnel for

-50- SB 26



(-2 - N S - T I L "

10
i1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0026/02

who assist professional personnel in supportive
services--the entire cost if employed full time in the
special program; If suweh the personnel are shared between
special and regular programs--a portion of the entire cost
corresponding to the entire working time which each sueh
person devotes to the special program;

(¢) equipment:

{i) equipment-—-the actual total cost;

{ii) special equipment for district-owned school buses
necessary to accommodate special students--the actual total
cost;

{(iii) special equipment for schocl buses contracted to
transport special students--that portion of the contract
price attributable to the cost of special equipment or
personnel required to accommodate special students--the
actual gpeclial cost;

(iv) repalir and maintenance of equipment--the actual
total coat;

(d) room and board costs when the special pupil has to
attend a program at such a distance from his home that
commuting is undesirable as determined by the superintendent
of public instruction.

{2) The superintendent of public instruction shally
prior--to--September--t7;--19775--revise—-the adopt rules in

accordance with the policies of the board of public
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education for:

(a) keeping necessary records for supportive and
administrative personnel and any personnel shared between
special and regular programs;

{b) defining the total special program caseload that
shat} must be assigned to specific support persons and the
kinds of professional specialties to be conaidered relevant
to the program before the district may count an allowable
cost under subsection (1){b) of this section; and

{c) defining the kinds or types of equipment whose
costs may be counted under subsection (1)(c){i) of this
section.

(3) An annual accounting of all expenditures of school
district general fund moneys money for special education
shaii must be made by the district truatees on forms
furnished by the superintendent of public instruction. The
superintendent of public inatruction shall make rules for
sueh the accounting.

{4) If a board of trustees chooses to exceed the
budget approved by the superintendent of public instruction,
costs in excess of the appraved budget may not be reimbursed

under the maximum-budget-without—-e-vote foundation program

for special education.
{5) Allowable costs prescribed in this section do not

include the costs of the teachers' retirement asystem, the
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public employees' retirement system, the federal social
security system, or the costs for unemployment compensation
insurance.

{6) (a) Notwithstanding other provisions of the law,
the superintendent of public instruction shai: may not

approve a maximum-budget-without-a-vote foundation program

amount for special education whieh that exceeds legislative
appropriations; however, any unexpended balance from the
first year of a biennial appropriation may be spent in the
second year of the biennium in addition to the second year
appropriation.

{b) If the total allowable cost of the special
education budgets exceeds legislative appropriations
available for special education, each district shall receive
a pro rata share of the available appropriationa based upon
prioritized budget items as established by the
superintendent of public instruction. The amount of the
approved budgets in excess of the available appropriations
may not be reimbursed under the

maximam-budget-withouk-a-voke foundation program for apecial

education and is the responsibility of the school diatrict.”
Section 22, section 20-9-104, MCA, is amended to read:

®20-9-104. General fund cash reserve. (1) At the end
of each achool fiscal year, the trustees of each district

shall designate what the portion of the general fund
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end-of-the-year cash balance shail that is to be earmarked
as cash reserve for the purpose of paying general fund
warrants issued by the district from July 1 to HNovember 30

of the ensuing school fiscal year. The Except as provided in

subsections {(3) and (4), the amount of the general fund cash

balance that 1s earmarked as cash reserve shati may not

exceed 354 the following percentages of the final general

fund budget for the ensuing school fiscal year and-shaii:

(a) 35% for a district that did not receive state

equalization aid during the current school fiscal year;

{b) 30% far a district that received state

equalization aid equa)l to 25% or less of its foundation

program schedule entitlement in the current school fiscal

ear; and

{c) 20% for a digtrict that received state

egualization aid equal to more than 25% of its foundation

program schedule entitlement in the current school fiscal

year.

¢2) The amount held as cash reserve may not be used

for property tax reduction in the manner permitted by
20-9-141(1)(b) for other receipts. Any portion of the
general fund end-of-the-year cash balance that is not
earmarked for cash reserve purposes shail--be is cash
reappropriated which-shatt and must be used for property tax

reduction as provided in 20-9-141(1l)(b)(iii).
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(3) The limitation of gubsection {1} does not apply

when the amount in excess of the limitation is equal te or

leas than:

(a) any amount received during the current school

fiscal year under Public Law 81-874:

{b) the unused balance of any amount received in

settlement of tax payments protested prior to [the effective

date of this section]; or

fc) any amount received as a general bonus payment

under 20-6-401.

(4) The limitation of subsection (1) does not apply if

the amount earmarked a& cash reserve is $10,000 or less."

Section 23. Section 20-9-141, MCA, is amended to read:

"20-9-141. Computation of general fund net levy
requirement by county superintendent. (1) The county
superintendent shall compute the levy requirement for each
district's general fund on the basis of the following
procedure:

(a) Determine the totai-of-the funding required for
the district's final general fund budget less the amount
established by the schedules in 20-9-316 through 20-9-321 by
totaling:

(i) the district's nonisolated school foundation
pProgram requirement to be met by a district levy as provided

in 20-9-303;
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tiiy-the-—distrieets-permissive-levy-amount-as-provided
in-26-9-3525 and

#++43(ii) any additional general fund budget amount

adopted by the trustees of the district under the provisions
of 20-9-353, including any additional levies authorized by
the electors of the district.

(b) Determine the totai-eof-the-moneys money available
for the reduction of the property tax on the district for
the general fund by totaling:

(i) anticipated federal meneys mone received under
the provisions of Title 1 of Public Law B1-874 or other
anticipated federal meneys money received in lieu of such
that federal act;

{(ii) anticipated tuition payments for out-of-district
pupils under the provisions of 20-5-303, 20-5-307, 20-5-312,
and 20-5-313;

{iii) general fund cash reappropriated, as established
under the provisions of 20-9-104;

{iv) anticipated or reappropriated state impact aid
received under the provisions of 20-9-304;

{v} anticipated or reappropriated revenue from vehiele

property taxes and fees imposed under 23-2-517, 23-2-803,

61-3-504(2), 61-3-521, eand 61-3-537, and 67-3-204;
(vi) anticipated net proceeds taxes for interim

production and new production, as defined in 15-23-601;
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(vii) anticipated interest to be earned or
reappropriated interest earned by the investment of general
fund cash in accordance with the provisions of 20-9-213(4);

and

{viii) anticipated revenue £from corporation license

taxes collected from financial ingtitutions under the

provigions of 15-31-702; and

tviiity(ix) any other revenue anticipated by the
trustees to be received during the ensuing school fiscal
year which may be used to finance the general fund.

{c) Subtract the totai-of-the-moneys money available
to reduce the property tax reguired to finance the general
fund that has been determined in subsection (1)(b} from the
total requirement determined in subsection (l)(a).

{(2) The net general fund levy requirement determined
in subsection (1){c) shail must be reported to the cou?ty
commigssioners on the second Monday of August by the county
superintendent as the general fund levy requirement for the
district, and a levy shait must be made by the county
commissioners in accordance with 20-9-142."

Section 24. Section 20-9-201, MCA, is amended to read:

"20-9-201. Definitions and application. {1} As used in
this title, unless the context clearly indicates otherwise,
*fund" means a separate detailed account of receipts and

expenditures for a specific purpose as authorized by law.
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Funds are classified as follows:

{a) A "budgeted fund" means any fund for which a
budget must be adopted in order to expend any money from
sueh the fund. The general fund, transportation fund, bus
depreciation reserve fund, elementary tuiticon Fund,
retirement fund, debt service fund, leased facilities fund,
building reserve fund, adult education fund, nonoperating
fund, vocationai-technicai-center-fundy and any other funds
so designated by the legislature shaii——be are budgeted
funds.

{b) A "nonbudgeted fund" means any fund for which a
budget is not required in order to expend any money on
deposit in suaeh the fund. The school food services fund,
miscellaneous federal programs fund, building fund, lease or
rental agreement fund, traffic education fund, interlocal
cooperative fund, and any other funds so designated by the
legislature shﬁ&i-he are nonbudgeted Funds.

(2) The school financial administration provisions of
this title apply to all money of any elementary or high
school district except the extracurricular money realized

from pupil activities. Elementary and high school districts

shall record the receipt and disbursement of all money in

accordance with generally accepted accounting principles.

The superintendent of public instruction has general

supervisory authority as prescribed by law over the school
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financial administration provisions, as they relate to
elementary and high school districtsy-as-prescribed--by--iaw

and. He shall estabiish-suen adopt rules as-are necessary to

aecure compliance with the law.”

Section 25. Section 20-9-212, MCA, is amended to read:

"20-9-212. Duties of county treasurer. The county
treasurer of each county shall:

{1) receive and hold all school money subject to
apportionment and keep a separate accounting of its
apportionment to the several districts which are entitled to
a portion of sueh the money according to the apportionments
ordered by the county superintendent. & separate accounting
shaii must be maintained for each county fund supported by a
countywide levy for a specific, authorized purpose,
including:

(a) the basic county tax in support of the elementary
foundation programs;

(b) the basic special tax for high schools in support
of the high school foundation programs;

{c) the county tax in support of the county's high
school transportation obligation; and

fd}—-the—eeunty—tax—-in—-aupport——af-—the—-high——aehooi
obtigations-—to--the--retirement--systems—~of-—the—-state-of
Montanas

te}--ary-additionai--county--tax--required--by--law——te
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provide-—-for——-deficiency—~--financing——-of--the--eiementary
foundation-preograma;

tEy--any-additional—-county--tax--required--by--taw--to
provide———for-——deficiency--finaneing--of--the--high--achooal
foundation-programs;-and

+9¥(d) any other county tax for schools, including the
community colleges, which may be authorized by law and
levied by the county commissioners;

(2) whenever requested, notify the county
superintendent and the superintendent of public instruction
of the amount of county school mcney on deposit in each of
the funds enumerated in subsection (1) of this section and
the amount of any other achool money subject to
apportionment and apportion such the county and other school
money to the districts in accordance with the apportionment
ordered by the county superintendent;

(3} keep a separate accounting of the expenditures for
esach budgeted fund included in the final budget of each
district;

(4) keep a separate accounting of the receipts,
expenditures, and cash balances for each budgeted fund
included in the final budget of each district and for each
nonbudgeted fund established by each district;

{5) except as otherwise 1limited by law, pay all

warrants properly drawn on the county or district school
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money and properly endorsed by their holders;

(6) receive all revenue collected by and for each
district and deposit thege receipts in the fund dJdesignated
by law or by the district if no fund is designated by law.
Interest and penalties on delinquent schocol taxes shall be
credited to the same fund and district for which the
original taxes were levied,

(7) send all revenues revenue received for a joint
district, part of which is situated in his county, to the

county treasurer designated as the custodian of such

rev the revenue, nc later than December 15 of each year
and every 3 monthe thereafter until the end of the school
fiscal year;

{8) at the direction of the trustees of a district,
assist the district 1in the issvance and sale of tax and
revenue anticipation notes as provided in Title 7, chapter
6, part 1l1;

{9) register district warrants drawn on a budgeted
fund in accordance with 7-5-2604 when there is insufficient
money available in--the--sum--ef-meney in all funds of the
district to make payment of suehr the warrant. Redemption of
registered warrants shal} must be made in accordance with
7-6-2116, 7-6-2605, and 7-6-2606.

(10) invest the money of any district as directed by

the trustees of the district within 3 working days of such
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the direction;

(11) give each month give to the trustees of each
district an itemized report for each fund maintained by the
district, showing the paid warrants, outstanding warrants,
registered warrants, amounts and types of revenue received,
and the cash balance; and

{12} remit promptly toc the state treasurer receipts for
the county tax for a vocational-technical center when levied

by the board of county commissioners under the provisions of

20-16-202; and

{13) invest the money received from the basic county

tax in support of the elementary foundation programs and the

basic special tax in support of the high school foundation

programs within 3 working days of receipt. The money must be

invested until the working day before it is required to be

distributed to school districts within the county or

remitted to the state. Permissible investments are gpecified

in 20-9-213{4). All investment income must be deposited, and

credited proportionately, in_ the Ffunds established to

account for the taxes received for the purposes specified in

subsections {lj}{(a} and {1l)(bj}."

Section 26. Section 20-9-213, MCA, is amended to read:

*20-9-213. Duties of trustees. The trustees of each
district shall have the sole power and authority to transact

all fiscal business and execute all contracts in the name of
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such the district. No person other than the trustees acting
as a governing board shaii-have-the-autherity-te may expend
meneys money of the district. In conducting the fiscal
business of the district, the trustees shall:

(1) cause the keeping of an accurate, detailed
accounting of all receipts and expenditures of school meneys
money for each fund maintained by the district in accordance

with generally accepted accounting principles and the rules

prescribed by the superintendent of public instruction. The
record of sueh the accounting shail must be open to public
inspection at any meeting of the trustees,

{2) authorize all expenditures of district meoneys
money and cause warrants to be issued for the payment of
lawful obligations;

{3) have--the—-authority--te issue warrants on any
budgeted fund in anticipation of budgeted revenues, except
that sueh the expenditures shaii may not exceed the amount
budgeted for sueh the fund;

{4) invest any meneys money of the district, whenever
in the judgment of the trustees such the investment would be
advantageous to the district, by directing the county
treasurer to invest any money of the district in direct
obligations of the United States government; in savings or
time deposits in a state or national bank, building or loan

assoclation, savings and loan asscciation, or credit union
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insured by the FDIC, FSLIC, or NCUA located in the state; or
in a repurchase agreement as authorized in 7-6-213. All
interest collected on such the deposits or investments shaii
must be credited to the fund from which the money was
withdrawn, except that interest earned on account of the
investment of money realized from the sale of bonds sheii
must be credited to the debt service fund or the building
fund, at the discretion of the board of trustees. The
placement of the investment by the county treasurer shaii is
not be subject to ratable distribution laws and sha¥} must
be dene in accordance with the directive from the board of
trustees. A district may invest meneys money under the state
unified investment program established in Title 17, chapter
6.

{5) cause the district to record every transaction in

the appropriate account before the accounts are closed at

the end of the fiscal year in order to ptpperly report the

receipt, use, and disposition of all money and property for

which the district is accountahle;

t53(6) report annually ¢to the county superintendent,
not later than August 1, the financial activities of each
fund maintained by the district during the last completed
school fiscal year, on the forms prescribed and furnished by
the gsuperintendent of public instruction. Annual fiscal

teports for Jjoint school districts shaii must be submitted
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to the county superintendent of each county in which part of
the joint district is situated.

+6¥{7) whenever requested, report any other fiscal
activities to the county superintendent, superintendent of
public instruction, or board of public education:

+7¥(8) cause the accounting records of the district to
be audited anpuatiy biennially as required by 2aw 2-7-503;
and

t83(9) perform, in the manner permitted by law, such
other fiscal duties that are in the best interests of the
district.”

Section 27. Section 20-9-301, MCA, is amended to read:

"20-9-301. Purpose and---definition of foundation
program and definition of general fund budget. (1) A uniform
aystem of free public schools sufficient for the education
of and open to all school age children of the state shaii
must be established and maintained throughout the state of
Montana. The state shall aid in the support of its several
school districts on the basis of their £financial need as
measured by the foundation program and in the manner
established in this title.

{2} The principal budgetary vehicle for achieving the
minimum financing as established by the foundation program
shati-be is the general fund budget of the district. The

purpose of the general fund shaii-be budget is to finance
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those general maintenance and operational coats of a
district not financed by other funds established for special
purposes in this title.

(3) The amount of the general fund budget for each
schaol fiscal year shatt may not exceed the financing
limitations established by this title but shaii-be-ne may
not be less than the amount established by law as the
foundation program. The general fund budget shai: must be
financed by the foundation program revenues and may be
supplemented by the-permissive-tevy-and an additional voted

ievies-in-the-manner levy and other revenue, as provided by

taw 2¢-3-353."

Section 28. Section 20-9-303, MCA, is amended to read:

*20-9-303. Definition of foundation program and-its
proportion-ef-the—-maximum-generat-fund-without-a-voted-tevy
schedulte——amount -- nonisolated school foundation program
financing —— special education funds. (1) As used in this
title, the term ™"foundation program" shaii-mean means the
minimum eperating expendituresy-as-estabiished-hereiny that
are sufficient to provide for the educational program of a
school. The [oundation program relates only to those
expenditures authorized by a district"'s general fund budget
and shatl may not include expenditures from any other fund.
It shaii-be is financed by:

{a} county equalization meneys money, as provided in
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20-9-331 and 20-9-333; and

(b) state equalization aid, as provided in 20-9-343;

{c) appropriations for special education; and

(d) a district levy as provided in subsection (3) for

support of a schocl not apprcoved as an isolated school under

the provisions of 20-9-302.

(2) ®Phe-doillar-amount-of-the-feundatien-program--shaii

be-———————- 894 Of-——— - the
maximum-generat-fund-budget-withont-a-voted-ltevy——timitation
as--see-forth—in-the-schedutes-in-20-9-316-through-20-9-321%
The foundation program ef-an includes:

{a} amounts in support of general education programs

as  provided in the schedules in 20-9-316 through 20-9-320;

and

(b) payments in support of apecial education programs

under 20-9-321.

(3) An elementary school having an ANB of nine or
fewer pupils for 2 consecutive years which is not approved
as an isolated school under the provisions of 20-3-302 shall

be—-88%-0of may budget and spend the schedule amount, but the

county and state shall participate in financing cne-half of
the foundation program, and the district shall finance the
remaining one-half by a tax levied on the property of the
district., When a school of nine or fewer pupils is approved

as isolated under the pravisions of 20-9-302, the county and

—-67- SB 26

a woN

'- I - R e

10
11
12
13
14
15
16
17
is
19
20
21
22
23
24
25

SB 0026/02

state shall participate in the financing of the total amount
of the foundation program.

+3%(4} Funds provided to support the special education
accounting budget may be expended only for special education
purposes as approved by the superintendent of public
instruction in accordance with the special education
budgeting provisions of this title. Expenditures for special
education sha:i must be accounted for separately from the
balance of the school district general fund. Transfers
between items within the special education budget for
accounting purposes may be made at the discretion aof the
board of trustees in accordance with the Einancial
administration part of this title. The unexpended balance of
the aspecial education accounting budget shaii-earey carries
over to the next year to reduce the amount of funding
required ta finance the district's ensuing year's

maximum-budget-without-a-vote foundation proqram amount for

special education.”
Section 29. section 20-9-311, MCA, is amended to read:
*20~9-311. Calculation of average number belonging
(ANB), {1) Average number belonging must be computed by
determining the total of the aggregate days of attendance by
regularly enrolled, full-time pupils during the second
semester of the preceding school fiscal year and the first

semester of the current school fiscal year plus the
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aggregate days of absence by regularly enrolled, full-time
pupils during the second semester of the preceding school
fiscal year and the first semester of the current school
fiscal year and by éividing the total by 180. However, when
a school district has approval to operate 1less than 180
school days under 20-9-804, the total must be calculated in

accordance with the provisions of 20-9-805. For the purpose

of calculating ANB under this section, the days of

attendance for a reqularly enrolled pupil may not exceed 180

pupil-instruction days and 7 pupil-instruction-related days.

Attendance For a part of a morning session or a part of an
afternocon session by a pupil must be counted as attendance
for one-half day. In calculating the ANB for pupils enrclled
in a program established under 20-%-%}3-prior-te-dJanvary-—i7y
193 47——or--pursuant-to 20-7-117(1), attendance at or absence
from a regular session of the program for at least 2 hours
of either a morning or an afterncon session will be counted
as one-half day attended or absent as the case may be. If a
variance has been granted as provided in 20-1-302, ANB will
be computed in a manner prescribed by the superintendent of
public instruction, but in no case may the ANB exceed
one-half for each kindergarten pupil. Wwhen any pupil has
been absent, with or without excuse, for more than 10
consecutive school days, including pupil-instruction-related

days, his absence after the 10th day of abhsence may not be
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included in the aggregate days of absence and his enrollment
in the school may not be considered in the calculation of
the average number belonging untll he resumes attendance at
school.

(2) If a student spends less than half his time in the
regular program and the balance of his time in school in the
special education program, he is considered a full-time
special pupil but is not considered regularly enrolled for
ANB purposes. If a student spends half or more of his time
in school in the regular program and the balance of his time
in the special education program, he is considered regularily
enrolled for ANB purposes.

{3) The average number belonging of the regularly
enrolled, full-time pupils for the publiec schools of a
district must be based on the aggregate of all the regularly
enrolled, full-time pupils attending the schools of the
district, except that when:

(a) a school of the district is located more than 3
miles beyond the incorporated limits of a city or town or
from another school of the district, all of the regularly
enrolled, full-time pupils of the school must be calculated
individually for ANB purposes;

(b) a junior high school has been approved and
accredited as a junior high schoocl, all of the regqularly

enrolled, full-time pupils of the junior high schocl must be
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considered as high school district pupils for ANB purposes;

(c) a middle school has been approved and accredited,
all pupils below the 7th grade must be considered elementary
school pupils for ANB purposes and the 7th and 8th grade
pupils must be considered high schocol pupils for ANB
purposes; or

(d) a school has not been accredited by the board of
public education, the Eegularly enrolled, full-time pupils
attending the nonaccredited school are not eligible for
average number belonging calculation purposes, nor will an
average number belonging for the nonaccredited school be
used in determining the foundation program for the district.

(4) Wwhen llth or 12th grade students are regularly
enrolled on a part-time basis, high schools may calculate
the ANB to include an "equivalent ANB" for those students,
The method for calculating an equivalent ANB must be
determined in a manner prescribed by the superintendent of

public¢c instruction."

Section 30. Section 20-95-312, MCA, is amended to read:

*20-9-312. Maximum—--general-—fund--budget Foundation

program schedule for grades seven and eight. The ANB
calculated for grades 7 and 8 shati must be funded at the
high achool rate, provided that the school meets the
standards for accreditation of a middle sachool. When sueh

the pupils are actually enrolled in an elementary school,
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the foundation program schedule amount af-the-generai-fund

budget per ANB is determined from the high school schedule
using the total ANB of the elementary school. To determine
the total ANB of such-an the elementary school, the 7th and
8th grade pupils sheit must be included in sueh the total.”

Section 31. section 20-9-315, MCA, is amended to read:

®20-9-315. Maximum general fund budget and exceptions.
(1) The total amount of the general fund budget of any
district shait may not be greater than the generai-fund
budget--amount--specified——in--20-9-3t6——-threugh———-20-9-321

district's Ffoundation program as provided in 20-9$-303,

except when a district has adopted an emergency general fund
budget under the provisions af 20-9-165 or when a district
satisfies the requirements of 20-9-353,

{2) Notwithstanding the provisions of subsection (1),

a district's maximum general fund budget may not exceed 121%

of the foundation program amount for that dlistrick, except:

{a) when Public Law 81-874 funds are the source of

funding for the excess amount, until the state receives

approval of an application to egqualize the funds under 20

U.S.C. 240(d):

{b) when a daistrict had combined expenditures in

school fiscal year 1588 from its general fund and

comprehensive insurance fund in an amount greater than the

maximum general fund budget allowed by this section, in
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which case the maximum general fund budget of the district

is limited to:

{i) its school fiscal year 1988 combined expenditure

amount until that amount does not exceed 121% of the

district's foundation program amount; or

(ii} the average of its school fiscal year 1988 and

1989 combined expenditure amounts until that average amount

does not exceed 121% of the district's foundation program

amount."

Section 32. Section 20-9-318, MCA, is amended to read:
®20-9-318. Elementary school meximum-budget foundation

program schedule for 3983-868 school fiscal year 1991 and

succeeding years. For 1987-88 the school fiscal yeax ending

June 30, 1991, and succeeding school years, the elementary

achool maximum--budget foundation program schedule is as

follows:

(1) For each elementary school having an ANB of nine
or fewer pupils, the maximum shati-be-9$26+358 is $29,399 if
satd the school is approved as an igsolated school,

{(2) FPor schools with an ANB of 10 pupils but less than
18 pupils, the maximum shaii--be--5207358 is  $29,399 plus
9042550 $1,228.74 per pupil on the basis of the average

number belconging over nine.
{3} For schocls with an ANB of at least 14 pupils but

less than 18 pupils that qualify for instructional aide
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funding under 20-9-322, the maximum shaii--be--$337042 |is
$48,190 plus $642-58 §1,228.74 per pupil on the basis of the
average number belonging over 14,

(4} For schools with an ANB of 18 pupils and employing
one teacher, the maximum ska¥i-be-923,;34% is §$40,459 plus
58427508 $1,228.74 per pupil on the basis of the average
number belonging cver 18, not to exceed an ANB of 25.

(5) For schools with an ANB of 18 pupils and employing
two Eull-time teachers, the maximum shati-be-$447298 is
$64,595 plus $527+6€ $769.48 per pupil on the basis of the
average number belonging over 18, not to exceed an ANB of
50.

{6) Por schools having an ANB in excess of 40, the
maximum, on the basis of the total pupils {ANB) in the
district for—eiementary-pupits-witk-be, is as follows:

{(a) For a schocl having an ANB of more than 40 and
employing a minimum of three teachers, the maximum of 9379537
shati--be $2,854.18 is decreased at the rate of $3:906 $2.77
for each additional pupil until the total number (ANB) shkall
have-reached reaches a total of 100 pupils.

{b) Por a schoocl having an ANB of more than 100
pupils, the maximum of $3i7843--ahaiit--be $2,687.92 is
decreased at the rate of $%+74 $2.54 for each additional
pupil until the ANB shaii-have-reached reaches 300 pupils.

(c) For a school having an ANB of more than 300
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pupils, the maximum shai} may not exceed $i7496 $2,181.84
for each pupil.

{7) The maximum per pupil for all pupils (ANB) and for
all elementary schools shail must be computed on the basis

of the amount allowed kerein in this section on account of

the 1last eligible pupil (ANB)}. All elementary schools
operated within the incorporated limits of a city or town
shatl must be treated as one school for the purpose of this

schedule.,”
Section 33. section 20-9-319, MCA, is amended to read:

*20-9-319. High school maximom--bundget foundation

program schedule for *987-88 school fiscal year 1991 and

succeeding years. For 3987-88 the school fiscal year ending

June 30, 1991, and succeeding school years, the high school

maximum-—budget foundaticn program schedule is as follows:

(1) PFor each high achool having an ANB of 24 or fewer
pupils, the maximum shati-be-91147845 is $178,762.
{2) For a secondary high school having an ANB of more

than 24 pupils, the maximum §47765-shaii-be of §7,448.11 is

decreased at the rate of $26-18 §$40.63 for each additional
pupil until the ANB shaii-have-reached reaches a total of 40
sueh pupils.

{3) For a school having an ANB of more than 40 pupils,
the maximum of 947368-shaii-be 36,799.03 is decreased at the
rate of $26-3@ $40.63 for each additional pupil until the
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ANB shaii-have-reached reaches 100 pupils.

(4) For a school having an ANB of more than 100
pupils, & the maximum of $27802--shaii--he $4,361.47 is
decreased at the rate of $4+37 56.80 for each additional
pupil wuntil the ANB shali-have-reached reaches 200 pupils.

{5) For a school having an ANB of more than 200
pupils, the maximum of $27365--shati--be $3,681.25 is
decreased by $2-40 $3.74 for each additional pupil until the
ANB shati-have-reached reaches 306 pupils.

{(6) For a school having an ANB of more than 300
pupils, the maximum of $27%25--shali--be §3,307.68 is

decreased at the rate of 44 68 cents for each additional

pupil until the ANB shali-have-reached reaches 600 pupils.
{(7) For a school having an ANB over of more than 600
pupils, the maximum shait may not exceed $%7993 $3,102.21
per pupil.
(8) The maximum per pupil for all pupils (ANB) and for
all high schools shai} must be computed on the basis of the

amount allowed heretn in thig section on account of the last

eligible pupil (ANB}., All high schools and junior high
schooals which have been approved and accredited as junior
high sachools, operated within the incorporated limits of a
city or town, shall must be treated as one school far the

purpoze of this schedule."

Section 34. section 20-9-320, MCA, is amended to read:
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"20-9-320. Maximum---generai--fund--budget Foundation

program schedule amount for djunior high school. (1) The

generat—-fund--budger foundation program schedule amount for

an approved and accredited junior high school shai: must be
prorated between the elementary district generai-fund-budget

foundation program schedule amount and the high school

district generai-fund--budget foundation program schedule

amount in the following manner:

{a) determine the per-ANB schedule amount for the
school, as defined by 20-9-317 and 20-9-319, from the high
school schedule;

{b) calculate the ANB for the regularly enrolled
full-time pupils enrolled in the 7th and 8th grades of the
junior high school;

{c) multiply the per-ANB schedule amount determined in
subasection (l}{a} by the ANB calculated in subsection (1)(b)
to determine the authorized generai-fund-budget amount whieh
shati--be available for the elementary district generai-fund

budget foundation program; and

(d) subtract the amount determined in subsection
{l)y{c) from the total authorized generat-fund-budget amount
for the school to determine the authorized general——fund
budget amount which-shaii-be available for the high school

district generat-fund-budget foundation program.

{2) The general-fund-budget amount determined for each
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school of a district under the schedules provided in
20-9~316 through 20-9-319 shaii must be totaled to determine
the maximum-general-fund-budget-without~a-voted-tevy

foundation program schedule amount for sweh the district.”

Section 35. sSection 20-9-321, MCA, is amended to read:
*20-9-321. Maximum———-general—-fund--budget Foundation
program and contingency funds for special education. (1) For
the purpose of establishing the

maximum-budget-without-a~-vete foundation program amount for

a current year special education program for a school
district, the superintendent of public instruction wiii
shall determine the total estimated cost of the special
education program for the school district on the basis of a
special education program budget submitted by the district.
The budget wiit must be prepared on forms provided by the
superintendent of public instruction and wiii must set out
for each program: *

(a) the estimated allowable costs associated with
operating the program where allowabie costs are a3 defined
in 20-7-431;

(b) the number of pupils expected to be enrolled in
the program; and

{c) any other data required by the superintendent of
public instruction for budget justification purposes and to

administer the provisions of 20-9-315 through 20-9-321.
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(2) The total amount of allowable costs approved by
the superintendent of public instruction shaii-be is the
special education maximum-budget-witheut-a-veke foundation
pregram  amount for current year special education program
purposes. The total amount of allowable costs that are
approved for the special education budget shei: may not,
under any

condition, be less than the

maximum-budget-withoukt-a-vete foundation program amount for

one regular ANB for each speeial full-time special pupil in
the school district.

{3} If a special education program is implemented or
expanded during a given school term too late to be included
determination of the district

maximum-budget-without-a-vete foundation program for the

achool year as prescribed in this part, allowable costs
approved under the budgeting provisions of subsections (1)
and (2} for the operation of the program during the given
year must be funded from any legislative appropriation for
contingency financing for special education. Contingency
funds granted under this subsection must be deposited in "a
separate account of the miscellaneous programs fund of the
district as provided in 20-9-507. However, if contingency
funds are not available, then subject to the approval of the
program by the superintendent under the emergency budget

provisions of 20-9-161(5), allowable costs for the given
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year may be added to the maximum-budget-witheue-a-vote

foundation program amount for special education for the

subseguent school year. Such The allowable costs must be
recorded as previous year special education expenses in the
school distriect budget for the suEsequent aschool year.

{4) The sum oOf the previﬁus year special education
expenses as defined in subsection (3) abeve and the

maximun-budget-witheue-a-vete foundation pregram amount for

current year special education as defined in subsections (1)
and (2) shati--be is the special education budget for
accounting purposes.

(5) The maximem-budget-without-a-vote foundation
program amount for special education wiik must be added to

the maximum-budget-without-a-vete foundation program amount

of the regular program ANB defined in 20-9-311 and 20-9-313
to obtain the total maximum-budget-without-a-vate foundation
program amount for the district.®

Section 36. section 20-9-322, MCA, is amended to read:

*20-9-322. Elementary instructional aide funding
qualification. (1) An elementary school that anticipates an
ANB of at least 14 but less than 18 pupils for the ensuing
school fiscal year may determine the maximem--generat--fund

budget foundation program amount under the provisions of

20-9-316(3) or 20-9-318(3) if eligibility is approved in

accordance with the following provisions:

-80- SB 26



O @ N W e W N H

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

25

SB 0D026/02

{a) No later than May 10 of each year, the school
district shall submit its application for approval for
instructional aide funding to the superintendent of public
jnstruction. The application must include:

(i) the ANB for the preceding ANB calculation period;

{ii) the current ANB and the number of grade levels
being taught on May 1 of the current year;

{iii) an estimate of the ANB and the number of grade
levels anticipated for the ensuing ANB calculation period;

(iv) the Eactual information on which the estimate is
based; and

(v) any other information or data that may be required
by the superintendent of public instruction.

(b) The superintendent of public instruction shall
immediately review all of the factors of the application and
shall apprave the application if the anticipated ANB is at
least 14 but less than 18 pupils and a minimum of five grade
levels are being taught as of May 1 of the current year or
documentation 1is provided that indicates that the
anticipated ANB will require a minimum of five grade levels
to be taught in the ensuing school year.

(2) Whenever a school district applies for and is
approved for instructional aide funding under the provisions
of subsection (1)}, the district shall hire an instructional

aide,.
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{3) Por the purposes of this section, the term
"instructional aide" means:

{a) a persen who is under the direct supervision of a
teacher; or

{b) a certified teacher."

Section 37. section 20-9-331, MCA, is amended to read:

%20-9-331. Basic county tax and other revenues for
county equalization of the elementary district foundation
program. (i) ¥t—-shaii--be--the--duty-—-of--the The county
commissioners of each county to shall levy an annual basic
tax of 28 34 mills on the deoiiars deollar of the taxable
value of all taxable property within the county, except for
vehictes—subject--to--taxation——-under--61-3-504¢2} property

subiject to a tax or fee under 23-2-517, 23-2-803,

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, £for the

purposes of local and state foundation program support. The
revenue to—-be collected from this levy shai¥ must be
apportioned to the support of the foundaticn programs of the
elementary School Jdistricts in the county and to the state
special revenue fund, state equalizatlon aid account, in the
following manner:

(a) 1In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimated revenues revenue identified in subsection (2)

below--shail must be subtracted from the sum of the county
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elementary transportation obligation and the total of the
foundation programs of all elementary districts of the
county.

{(b) If the basic levy prescribed by this section
produces more revenue than is required to finance the

difference determined above in subsection (l}(a), the county

treasurer shall remit the surplus funds to the state
treasurer for deposit to the state special revenue fund,
state equalization aid account, immediately upon occurrence
of a surplus balance and each subsequent month thereafter,
with any final remittance due no later than June 20 of the
fiscal year for which the levy has been set.

(c) 1f revenue from the basic levy prescribed by this

section when combined with the other revenue from subsection

(2) is imsufficient to fully fund the percentage determined

in 20-9-347(1}{b) and the county is eligible for an

apportionment of state equalizaticon aid under the provisians

of 20-9-347(1)(c), the county superintendent shall notify
the superintendent of public instructicn of the deficiency.

The superintendent of public¢ instruction shall increase the

state equalization aid payments to the districts in the

affected county to offset the deficiency. A payment may not

be made under this subsgsection {c} that allows a district tec

receive foundation program funding in excess of the

foundation program amcunt of the district.

-83- 5B 26

[7- T - I~ I - Y L R S B o

[ S SR
w N O

14
15
16
17
18
19
20
21
22
23
24
25

SB 0026/02

(2) The proceeds zrevenue realized from the county's
portion of the levy prescribed by this section and the
revenues revenue from the following sources shai: must be
ugsed for the equalization of the elementary district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shait must be kept of such
preceeds-and-revenues the revenue by the county treasurer in
accordance with 20-9-212(1):

(a) the portion of the federal Tayler Grazing Act
funds distributed to a county and designated for the common
achool fund under the provisions of 17-3-222;

{b) the portion cf the federal flood control rct funds
distributed to a county and designated for expenditure for
the benefit of the county common schools under the
provisions of 17-3-232;

{c) all money paid into the county treasury as a
result of fines for violations of law, except money paid to
a justice's court, and the use of which is not otherwise
specified by law;

(d) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
account accounts for the wvarious sources of revenue
established or referred to in this section;

(e} any federal or state money distributed to the

county as payment in lieu of ¢he property taxation,
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estabiished-by-the-county—-tevy—-required--by--this--section

including federal forest reserve funds allocated under the

provisions of 17-3-213;

(£) net proceeds taxes for interim production and new
production, as defined in 15-23-601; and
(g) anticipated revenue £from vehiele property taxes

and fees imposed under 23-2-517, 23-2-803, 61-3-504(2),

61-3-521, and 61-3-537, and 67-3-204."

Section 38. section 20-9-333, MCA, is amended to read:

*20-9-333. Basic special levy and other revenues for
county equalization of high school district foundation
program. (1) %t--shaii--be--the—-duty--of--the The county
commissioners of each county to shal]l levy an annual basic
special tax for high schools of %% 21 mills on the dollar of
the taxable value of all taxable property within the county,
except for vehicles--subject-to-taxation-under-61-3-564{2¢

property subject to a tax or fee under 23-2-517, 23-2-803,

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for the

purposes of local and state foundation program support. The
revenug to——be collected from this levy shat: must be
apportioned to the support of the foundation programs of
high school districts in the county and to the state special
revenue fund, state equalization aid account, in the
following manner:

{a) In order to determine the amount of revenue raised
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by this levy which is retained by the county, the sum of the
estimated revenues revenue identified in subsectiona—¢23)¢a}

and-¢2)¢b}y-betow-shati subsection {2) must be subtracted

from the sum of the county's high achool tuition obligation
and the total of the foundation programs of all high school
disiricts of the county.

(b) If the basic levy prescribed by this section
produces more revenue than is reguired to finance the

difference determined above in subsection (l}(a), the county

treasurer shall remit the surplus to the atate treasurer for
deposit to the state special revenue fund, state
equalization aid account, immediately upon occurrence of a
surplus balance and each subsequent month thereafter, with
any final remittance due no later than June 20 of the Fiscal
vear for which the levy has been set.

(c) 1If revenue from the basic lavy prescribed by this

section when combined with the other revenue from subsection

{2) is insufficient to fully fund the percentage determined

in 20-9-347{1}{b} and the county is eligible for an

apportionment of state egualization aid under the provisians

of 20-3-347(1)(c)., the county superintendent shall notify

the superintendent of public instruction of the deficiency.

The superintendent of public instruction shall increase the

state equalization ajd payments to the districts in the

affected county to offset the deficiency. A payment may not

-86~ SB 26



-~ W N

- T - S N - N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0026/02

be made under this submection (c) that allows a district to

receive foundation program fundingq in excess of the

foundation program amount of the district.

{2) The preceeds revenue realized from the county's
portion of the levy prescribed in this section and the
revenues revenue from the following sources sha:t must be
used for the egqualization of the high school district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shai} must be kept of these
proceeds the revenue by the county treasurer in accordance
with 20-9-212{1):

{(a) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
accounts for the various scurces of revenue established in
this section;

(b) any federal or state monmeys money distributed to
the county as a payment in lieu of &he property taxation,
estabiished--by-—-the--couney——-tevy--required-by-this-seetion

including federal forest reserve funds allocated under the

provisions of 17-3-213;

{c) net proceeds taxes for interim production and new
production, as defined in 15-23-601l; and
(d) anticipated revenue from vehicie property taxes

and fees imposed under 23-2-517, 23-2-803, 61-3-504(2),

61-3-521, and 61-3-537, and 67-3-204."
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Section 39. Section 20-9-343, MCA, is amended to read:

»20-9-343. Definition of and revenue for gtate
equalization aid. {1) As used in this title, the term "state
equalization aid" means those-moneys the money deposited in
the state apecial revenue fund as required in this section
plus any legislative appropriation of money from other
gources for distribution to the public schools £for the
purpose purposes of equalization of the foundation program

and retirement fund expenditures of the public scheool

districts.

{2) Phe-—-—-ilegislative----aporopriation----feor---state
equalization—aid-shall-be-made--in--a--singte--sun—-for--the
biennium: The superintendent of public instruction has
authority-te may spend such-appropriationy-together-with-the
earmarited--revenses--provided—-in--subsection-—¢3yr  funds

appropriated _for state equalization aid as reguired for

equalization of the foundation program  purposss and

retirement fund expenditures throughout the biennium.

{3) The following shail must be paid into the state
special revenue fund for state equalization aid@ to public
schools of the state:

(a) 3%+0%-of-ail money received from the collection of

income taxes under chapter 30 of Title 15, as provided by

15-1-501;

(b) 25%4-of-alti-moneys except as provided in 15-31-702,
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money received from the collection of corporation license
and income taxes under chapter 31 of Title 15, as provided
by 15-1-501;

{c) 106%-of-the money allocated to state equalizaticn
from the collection of the severance tax on coal;

(d) *08%—-of--the mcney received from the treasurer of
the United States as the state's shares of o0il, gas, and
other mineral royalties under the federal Mineral Lands
Leasing Act, as amended;

(e} interest and income money described in 20-9-341
and 20-9-342;

(£) income from the education trust fund account; and

{g) money received from the state egualization aid

levy under [section 49}:;

{h) income from the lottery, as provided in 23-5-1027;

tg91{i) #in--additien--te——these--revennssy the surplus
revenues collected by the counties for foundation program
support according to 20-9-331 and 20-9-333%; and

(j) investment income earned by investing money in the

gtate equalization aid account in the state special revenue

fund.

{4) The superintendent of public instruction shali

request the board of investments to invest the money in the

gtate equalization aid account to maximize investment

earnings toc the account.
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€43(5) Aany surplus revenue in the state equalization
aid account in the second year of a biennium may be used to
reduce the any appropriation reguired for the next
succeeding hiennium.*

Section 40. section 20-9-344, MCA, is amended to read:

“20-9-344. Purpose of state equalization aid and
duties of the board of public education for distribution —-
conditions of first payment. (1) The money available for
state equalization aid shail must be distributed and
apporticned to provide an annual minimum operating revenue
for the elementary and high schools in each county,
exclusive of revenues required for debt service and for the
payment of any and--a¥t costs and expense incurred in
connection with any adult education program, recreation
program, school food services program, new buildingsy-new
and grounds, and transportation.

{2) The board of public education shall administer and
distribute the state equalization aid in the manner and with
the powers and duties provided by law. To this end. the
board of public education shall:

(a) adopt policies for regulating the distribution of
state equalization aid in accordance with the provisions of
law and in a manner that would-mest-effectively-meet-the

#inanciai--needa---of---diskricts provides for monthly

distribution to each district of its foundation program

-90-~ SB 26



"- T - S S B - N R "L A

[ I I R o
L - TR T S S P R N L

18
19
20
21
22
23
243
25

SB 0026/02

amount;

(b} have the power to require swueh reports from the
county superintendenta, budget boards, county treasurers,
and trustees as it may-deem considers necessary; and

{c) order the superintendent of public instruction to
distribute the state equalization aid on the basis of each
district's annual entitlement to sueh the aid as established
by the superintendent of public instruction. In ordering the
distribution of state equalization aid, the board of public
education shait* may not increase or decrease the state
egualization aid distribution to any district on account of
any difference whieh that may occur during the school fiscal
year between budgeted and actual receipts from any other
source of school revenue.

(3) The board of jublic education may order the

superintendent of public instruction to withhold

digtribution of state egualization aid or order the county

superintendent of schools to withhold county equalization

money from a district when the district fails to:

{a) submit reports or budgets as required by law or

rules adopted by the board of public education; or

{b) maintain accredited status.

(4) Prior to any proposed order by the board of public

education to withhold distribution of state equalization aid

or county equalization money, the district is entitled to a
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contested case hearing before the board of public education,

as provided under the Montana Administrative Procedure Act.

+33(5) Shoutd If a district reeetve receives more
state equalization aid than it is entitled to, the county
treasurer must shall return the overpayment to the state
upon the request of the superintendent of public instruction
in the manner prescribed by the department of commerce.

+43{6) (a} The first payment of state equalization aid
must bes

+a¥ based on an estimate of 20% of each district's
entitlement; and

tb} disatributed by July 15 of the achocol fiscal year.

{b) Each subsequent monthly payment must be at least

7% of the district's amount."”

Section 41. Section 20-9-346, MCA, is amended to read:

"20-9-346. Duties of the superintendent of public
inastruction for state egualization aid distribution. The
superintendent of public instruction shall administer the
distribution of the state equalization aid by:

(1) establishing each district’s annual entitlement to

state equalization aid in support of its retirement fund and

foundation program, based on the data reported in the budget

retirement and general fund budgets for each district that

has have been duly adopted for the current school fiscal

year and verified by the superintendent of public
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instruction and by applying sueh the verified data under the
provisions of the state egualization aid allocation
procedure prescribed in 20-9-347;

{2) recommending to the board of public educatien the
annnat entitlement of all districts to state equalization
aid to enable the board of public education to order the
distribution of state equalization aid;

{3} distributing by state warrant or electronic
transfer the state egqualization aid, for each district
entitled to sueh the aid, to the county treasurer of the

county where the district is located, in accordance with the

" distribution ordered by the board of public education;

{4) keeping a record in his office of the full and
complete data concerning meoneys money available for state
equalization aid and the entitlements for state equalization
aid of the severa} districts of the state:

{5) reporting to the board of public education the
estimated amount whieh that will be available Eor state
equalization aid; and

(6) reporting to both brenches houses of the state
legislature in any year when a session is convened:

(a) the figures and data available in his office
concerning distributions of state equalization aid during
the preceding 2 school fiscal years;

{b} the amount of State equalization aid then
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available;

{c) the apportionment made of smeh the available
moneys money but not yet distributed; and

(d) the latest estimate of accruals of memeys money
available for state equalization aid."

Section 42. section 20-9-347, MCA, is amended to read:

"20-9-347. Pormula for state equalization aid

apportionment in support of foundation program and

retirement. (1)} The superintendent of public instruction
shall apportion the state equalization aid available for

support of the foundation program, individually for the

elementary districts of a county or the high school
districts of a county, in accordance with 20-9-346 and on
the basis of the following procedure:

(a) Determine the percentage that the total funds
available to all counties in the state in support of the
foundation program (including the atate moneys money

available for state equalization aid in support of the

foundation program) is of the total amount of the foundation

programs of all counties.

(b) Determine the percentage that the total funds
available in each county in support of the foundation
programs in sueh the county (excluding state meneys money

available for state equalization aid in support of the

foundation program) is of the total amount of the foundation
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programs of all districts of sueh the county.

(c) Countiés in which the percentage determined in
Bubsection (1)(b) ezceeds the percentage determined in
subsection (l){a) shaii--met--he are not entitled to an

apportionment of the state equalization aid in support of

the foundation program.

{d) After elimination of the counties referred to in
subsection {l){c), determine the percentage that the total
moneys money available to all remaining counties in support
of the foundation program (including the state meneys money

available for state equalization aid in support of the

foundation program) is of the total amount of the foundation

programs of all suek remaining counties.
(e) Each district of each remaining county shaii-pe is
entitled to an apportionment of the state equalization aid

which-shati-be in support of the foundation program equal to

the difference between the percentage determined in
subsection (1){(d) and the percentage determined for such the
county in subsection (1)(b) multiplied by the Ffoundation
program amount for sach the district.

{2} The superintendent of public instruction shall

also apportion state sgualization aid to each district in

gupport of the district's retirement fund expenditures,

except as provided in 20-9-501(3), in the Following manner

and in accordance with rules that must be adopted by the
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superintendent of public instruction:

(a) For school fiscal year 1992, each county that

would be reqguired to levy, in support of the retirement fund

budgets of the elementary and high school districts in the

county, more than the average number of mills levied per

county in taxable vear 1989 for elementary or high school

district retirement fund budgets, respectively, shall

receive egualization aid equal to the amount required to be

raised in excess of the amount raised in that county by the

avaerage levy per county.

{b} PFor school fiscal year 1983, each county shall

receive retirement egualization aié equal to 50% of the

amount reguired by the elementary districts and high achool

districts in the county.

(¢} Por school fiscal years 1994 and pucceeding years,

each district shall receive retirement equalization aid

equal to the full amount regquired by the elementary

districta and high school districts in the county.

+23{3) The superintendent of public instruction shall
supply the county treasurer and the ccunty superintendent
with a report of the apportionments of state equalization

aid to the several-distriects county and each district of the

county, and the state equalization aid shai: must be

apportioned to sueh the c¢ounty and the districts in

accordance with suech the report.”
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Section 43. Ssection 20-9-351, MCA, is amended to read:
*20-9-351. PFunding of deficiency in state equalization
aid. If the foundation--pregram——tevei—-made--under—-the
provisicna-of-26-9-348-3is3-1ess-chan-198%7-it--shatli--be—-the

duty--of money available for state equalization aid is not

sufficient to provide the foundation program schedule

support determined in 20-5-348 and the retirement fund

support required under 20-9-347, the superintendent of

public instruction ¢o shall request the budget director teo
submit a request for a supplemental appropriation in the
second year of the biennium that weuld-be is sufficient to

complete the funding of retirement and the foundation

programs of the elementary or secondary schools, or both,
for the current biennium.”
Section 44. section 20-9-353, MCA, is amended to read:
=20-9-353. Additional levy for general fund -
election for authorization to impose. (1) Phe Except as
limited by 20-9-315(2), the trustees of any district may

propose to adopt a general fund budget in excess of the

general-fund-budget—amount foundation program for sueh the

district as-estabiished-by-the-schedutes-in—-26-9-316-through
260-9-32% for any of the following purposes:

(a) building, altering, repairing, or enlarging any
schoolhouse of the district;

{b) furnishing additional school Ffacilities for the
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district;

{c) acquisition of land for the district;

(d) proper maintenance and operation of the achool
programs of the district.

{2) When the trustees of any district determine that
an additional amount of financing is required for the
general fund budget that is in excess of the statutory
schedule amount, the trustees shall submit the proposition
of an additional levy to raise sueh the excess amount of
general fund finmancing to the electors who are qualified
under 20-20-301 to vote upon such the proposition, except
that ne an election shaii-be iz not required to permit the
school trustees to use any funds available to finance the
additional amount other than those funds to be raised by the
additional levy. Sueh The gpecial election sheil must be
called and conducted in the manner prescribed by this title
for school elections. The ballot for suen the election shati
must state only the amcunt of money to be raised by
additicnal property taxation, the approximate number of
mills required to raise sweh the money, and the purpose for
which such the money will be expendedy. and--it-——shaill The
ballot must be in the following format:

PROPOSITION
Shall a levy be made in addition to the levies

authorized by law in sueh the number of mills as may be
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necesmary to raise the sum of (state the amount to be raised
by additional tax 1levy), and being approximately (give
number) milla, for the purpose of (insert the purpose for
which the additional tax levy is made)}?

FOR the levy.

AGAINST the levy.

{3) If the election on any additional levy for the

general fund is approved by a majority vote of these the

electors woting at sueh the election, the proposition shatl
earry carries and the trustees may use any portion or all of
the authorized amount in adopting the preliminary general
fund budget. The trustees shail certify the additional levy
amount authorized by sueh-a the special election on the
budget form that is submitted to the county superintendent,

and the county commissioners shall levy such the authorized

number cf mills on the taxible value of all taxable property
within the district, as pre&cribed in 20-9-141, as-are
required to raise the amount of sueh the additional levy.

(4) Authorization to levy an additicnal tax under the
provisions of this section shali-be ig effective for only 1
school fiscal year and shall must be authorized by a special
election conducted before August 1 of the school fiscal year
for which it is effective."

Seoction 45. section 20-9-501, MCA, is amended to read:

®20-9-501, Retirement fund. (1) The trustees of any
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district employing personnel who are members of the
teachers' retirement system or the public employeeas'
retirement system or who are covered by unemployment
insurance ar who are covered by any federal social security
system reguiring employer contributions shall establish a
retirement fund for the purposes of budgeting and paying the
employer's contributions te such systems. The district's
contribution for each employee who is a member of the
teachers' retirement system shai} muat be calculated in
accordance with Title 19, chapter 4, part 6. The district's
contribution for each employee who is a member of the public
employees' retirement system shai: must be calcul:.ted in
accordance with 19-3-801. ‘Ehe-di:ttiet—may—tevy—a-speeiai
tax-—te--pay—-its--eontribuntion--to--the--publie——emplioyeest
retirement——-system-——under--the--conditions—-preseribed——in
19-3-2645 The district's contributions for each employee
covered by any federal social security system shat} must be
paid in accordance with federal law and regulation. The
district's contribution for each employee who is covered by
unemployment insurance shaii must be paid in accordance with
Title 39, chapter 51, part 1l.

(2} The trustees of any district required to make a

contribution to any sueh system referred to in subsection

{1} shall include in the retirement fund of the preliminary

budget the estimated amount of the employer's contribution
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and-auch-additional-meneysr;—-within—-tegat--timitationsy--as
they--may--wish--to——provide--for--the--retrrement-fund-cash
veserve. After the final retirement fund budget has been
adopted, the trustees shall pay the employer contributions
to 3such systems in accordance with the financial
administration provisions of this title.
t33-~When--the--finat--retirement--fund-budget-has-been
adoptedy-the-county—superintendent-shati-establish-the--ievy
requirement-bys
tay--determining--the--sum--of —the-moneys-avaitabie-to
reduce—the-retirement-fund-tevy-requirement-by-addings
ti}--any-anticipated-moneys-chat-may-be-reatized-in-the
retirement-fund——during-—-the--ensuing--schoot--fiscat—-yeary
ineivding--antieipated--revence—-from-vehicie-property-taxes
impossd-under-63-3-564¢2}-and-63-3-537+
tii)-net-proceeds-taxes—for-interim-production-and--new
productiony-as-defined-¢n-15-23-681r-and
t+itiy-any--—cash-—-avaiiabte---for--reappropriation—--as
determined-by-subtracting-the-amounk-of-the--end-of-the-year
eash——halance--earmarked-as-the-retirement-fund-cash-reserve
for-the-ensuning-school-£iscai-year-by-the-trustees-frem——the
end-of-the-year—--cash--batance-~in--the-retirenent-£fund--Fhe
retirement-fund-cash-reserve-shati-not-be-mare-than--35%--af
the—-final--recitrement--fund--budget——for-the-ensuing-achoot

£iscar-year-and-shaii-be-used--for--the--purpoae--of—-paying
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retirement—-fund--warrants——-issued-by-the-district-under-the
£inat-petirement-fund-budgets
thi--subtracting-the-totai-ef-the—moneys-avaiitabie——for
reduction——-of---the---ievy--requirement—-as--determined--in
subsection-{3jtat-£from-the-budgeted-anount-for——expenditures
in-the—finai-retirement-£fund-budgets
t4}--Fhe-county-superintendent-shaii:
taj-—-totat--the--nee--retirement-fund-tevy-requirements
separatety-for-ali-elementary--scheei—-districtar--aii--high
schoot-districtsy-and-ati-community-cotlege-distriects-of-the
eountyy--inctuding--any--prorated--jornt-district-or-speciat
education-cooperative-agreement-levy-requirementas
thi-—reduce-the-totat-retirement-fund-tevy-requirements
of~etementary-scheol-districts-and-high-schoci—-districta-~by
the-amount-available-in-state-retirenent-equatisacion-aid-as
eaitcuiated-and-distributed-under-the-provisions-of-20-3-5325
and
tef--report——each--such--levy-reguirenent-to—the-ecounty
commissioners——on——the--second--Monday--of--August--as---the
respective-county-itevy-regquirements-for-etementary-distriety
high---schaoi---districty--and--community--ceiieqge--district
retirement-fundss
t53--FPhe-county-comniasioners—-shati-fix——and--set--such
county-levy-in-accordance-with-20-9-342<

t6+--Fhe—-net--retirement—-fund--tevy-requirement-for-a
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jeint-elenantary-district-or-a-joine--high--schoot--disteiet
shali--be--prorated--to-——each-esunty-in-which-a—part-of-such
disteict-in-located-in-the-same-proportion-as—-the--district
ANB--of-the-jJeint-disertct-is—distributed-by-pupitt-residence
itn—each-such--county---FThe--ecounty-—-superintendents——ocf-—the
counties-nffected-shati-jointiy-determine-the-net-retirement
fund--ievy--regquirement-——for--each--county--as--provided-——-¢n
20-9-15%~
t7}--Fhe-—net--retirement-—fund--levy--requirement-—feor
districta-—that-are-members-of-speciat-education—cooperative
agreements-shati-be-proraced-to-cach-county-—in——which--suveh
district-is-Iocated-in-the-same-propertion-as-the-budget-for
the--speciai-edncasion-cocperative-agreement—-cf-the-distriet
bears-to-the-totai-budget-of-—the--cooperativer——~Fhe--county
superintendents—~of--the—~csunties-—-affected--shati—-jointiy
determine-the-net-rebirement-£fund-itevy-requirement-for--each
eounty-—in--the--same-manner-as-provided-in-~264-9-15i-and-£fix
and-ievy-ehe;nee—reti:emeat-éundwievy—Eor—each-county—in—the
sane-manner-as-provided-—¢n--20-9-152+-——{Subsection——{43tby
effective-duty~-17y-3980--aees—B7-Eh=-635v-b+-1987+}

(3) Retirement egualization aid may not be paid in

~support of discretionary retirement costs incurred by a

district that provides termination pay or lump-sum deferred

compensation for an employee. The trustees may levy a

special tax to pay the district's contribution to the
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approprlate retirement system for thege discretionary

obligaticns in accordance with 20-9-142.%

Section 48. Section 23-5-1027, MCA, is amended to
read:

®23-5-1027. Disposition of revenue. (1) A minimum of
45% of the money paid for tickets or chanceg must be paid
out as prize money. The prize money is statutorily
appropriated, as provided in 17-7-502, to the lottery.

(2) Commissions paid to lottery ticket or chance sales
agents are not a state lottery operating expense.

{(3) That part of éll gross revenue not used for the
payment of prizes, commissions, and operating expenses,
together with the interest earned on the gross revenue while
the gross revenue is in the enterprise fund, is net revenue
and must be paid quarterly from the enterprise fund
established by 23-5-1026 to Lthe superintendent of public
instruction for distribution as state egqualization aid te
the——petirement--fund--ocbiigations-—of--eiementary-—and-high
sehesi-districes-in-the-manner-provided-in-20-9-532 for the

public schools of Montana. The net revenue is statutorily

appropriated, as provided in 17-7-502, to the superintendent
of public instruction.

(4) The spending authority of the lottery may be
increased in accordance with this section upon review and

approval of a revised operation plan by the budget ofFfice."
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Section 47. section 90-6-309, MCA, is amended to read:

*90-6-309. Tax prepayment -- large-scale minerai
development. (1) After permission to commence operation is
granted by the appropriate governmental agency, and upon
request of the governing body of a county in which a
facility is to be located, a person intending to construct
or. locate a large-scale mineral development in this state
shall prepay property taxes as specified in the impact plan.
This prepayment shall exclude the 6-mill university levy

established under 20-25-423 and may exclude the mandatory

county 2evy levies for the school foundation program of-45

mitis established in 20-9-331 and 20-9-333.

{2) The perscn who is to prepay under this section
shait is.- not be obligated to prepay the entire amount
established in subsection (1) at one time. Upon request of
the governing body of an affected local government unit, the
person shall prepay the amount shown to be needed from time
to time as determined by the becard.

{(3) The person who is to prepay shall guarantee to the
hard-rock mining impact board, through an appropriate
financial institution, as may be required by the board, that
property tax prepayments will be paid as needed for
expepditures created by the impacts of the large-scale

mineral development.

(4) When the mineral development facilities are
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compieted and assessed by the department of revenue, they
shail-be are subject during the first 3 years and thereafter
to taxation as all other property similarly situated, except
that in each year after the start of production, the local
govérnment unit that received a property tax prepayment
shall provide for repayment of prepaid property taxes in
accordance with subsection (5).

{5) A local government unit that received all or a
portion of the property tax prepayment under this section
shall provide for tax crediting as specified in the impact
plan. The tax credit allowed in any year may not, however,
exceed the tax obligation of the developer for that year,
and the time period for tax crediting is limited to the
productive life of the mining operation."

NEW SECTION. Section 4B. Comprehensive insurance fund
balance —- transfer, A district that has a balance remaining
on [the effective date of this section] in the district
comprehensive insurance fund shall transfer the balance to
the district general fund.

NEW SECTION. Section 49, state equalization aid levy.
There is a levy of 45 mills imposed on all taxable property
within the state, except property for which a tax or fee is
required under 23-2-517, 23-2-B03, §1-3-504{2), 61-3-521,
61-3-537, and 67-3-204. Proceeds of the levy must be

remitted to the state treasurer and must be deposited to the
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credit of the state special revenue fund for gtate

equalization aid for the public schools of Montana.

HEW SECTION. Section 50. State and county
equalization revenmue — astatutory appropriation. Revenue

received in support of state and county equalization under
the provisions of 20-9-331, 20-9-333, and 20-9-343 is
statutorily appropriated, as provided in 17-7-502, to the
superintendent of public inatruction to be used for county
equalization and state equalization aid for the public
gchools, as provided by law, and must be accounted for in
accordance with generally accepted accounting principles.

NEW SECTION. Section 51. Purpose -
telecommunications network —— implementation -- consultant.
{1} The purpoge of this section is to promote the use of
telecommunications technoclogy for the purposes of enhancing
educational opportunitien provided to atudents in the
Montana public school system and promoting equal access by
atudents to those opportunities,

(2) To provide for the training and education needs of
public schools, the department of administration shall
retain a telecommunications engineering conseltant to
support the development of design criteria and
specifications for statewide video networking and
improvements in the use of existing voice and data networks

in the state.
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{3) The telecommunications enginearing consultant
shall:

(a) seek advice and recommendations on improvements in
telecommunications within Montana from the following
entities:

{i) the office of the superintendent of public
instruction;

(ii) the university system;

(iii) local government and school district officials;

(iv) agencies involved in economic development;

{v) the executive, judicial, and legislative branches
of state government; and

{vi) local exchange carriers providing service within
the state; and

(b) recommend and initiate network improvements during
the biennium through shared use and enhancements of existing
telecommunications systems, with emphasis on limiting
financial commitments to the extent possible.

NEW SECTION. Section 52. pefinition. As used in
[sections 52 through 58], “committee” means the legislative
oversight committee on school funding implementation created
in [section 513].

NEW SECTION. Section 53. Legislative overaight
committee on school funding implementation -— composition

and appeintment. (1) There is a 1legislative oversight
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comnittee on school funding implementation,

(2) The committee consists of 11 members, including:

(a) four members of the house of representatives
appointed by the speaker of the house;

(b} four members of the senate appointed by the
committee on committees of the senate;

(c) the superintendent of public instruction or his
designee as an ex officio nonvoting member;

(d) a member of the board of public education as an ex
officio nonvoting member; and

(e} the governor or his designee as an ex officio
nonvoting member.

{3) No more than two legislative members from each
house may be of the same political party.

NEW SECTION. Section 54. 7%erm of office —— vacancies.
{1} A committee member shall serve until the committee
terminates as provided in [section 58].

(2) A vacancy on the committee must be f£illed in the
same manner as the original appointment.

NEW SECTION. Section 55. officers -- meetings —-
quorum -- compensation. {1) The committee shall choose from
its membership a chailrman and vice chairman.

{2) The committee shall meet upon the call of the
chairman or at the request of any five members.

(3) Six members constitute a quorum to tramsact
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business.
‘(4) A legislative member is entitled to compensation
as provided in 5-2-302.

NEW SECTION. Section 56. puties of committee. The
duties of the committee include but are not limited to:

{1) monitoring the implementation of school funding
equalization, including:

(a) identification of any problems of implementation
and options for resolving these problems;

{p) continued analysis of school district budget and
expenditure data and of improvements in school district
accounting and reporting procedures; and

{c) examination of other issues related to
implementation;

{2) directing the following studies of issues related
to school funding equalization:

(a) school transportstion equalization, including but
not limited to:

{i) mechanisms to equalize transportation funding; and

(ii) analyais of 1issues related tc the c¢osts and
efficiencies of school transportation, including
reimbursement schedules, load requirements, 3-mile limit,
transporting ineligible transportees, functions of the
county transportaticn committee, and school district

reporting and budgeting duties:
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{b) sachool district capital cutlay and debt service
equalization, including but not limited to:

(i) analysis of school district Funds and budgets for
varioua school district capital ocutlay and debt service
obligations; and

(ii) optiona for equalizing school district capital
cutlay and debt service obligations; and

{c} continued study of issues related to egualization,
including but not limited to retirement, uncollected taxes,
tuition, student-based funding distribution methods, special
education funding, and federal Public Law 81-874 revenue,
especially as it pertains to revenue not 1linked to Native
American students;

{(3) ongoing analysis of revenue sources related to
achool funding;

{4) holding discussiois with any party contemplating
litigation regarding compliance with the supreme court and
district court rulings on school funding equalization; and

{S) reporting its fiadings, options for legislative
consideration, and any proposed legislation to the gavernor

and the 52nd legislature.

NEW SECTION. Section 57. staff assistance. The
committee may request the following governmeantal entities to
provide staff aasistance to the committee:

{1) the office of public instruction;
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{2) the governor's office of budget and program
planning;

{3) the board of public education;

(4} the legislative council;

(5) the office of the legislative fiscal analyst; and

(6) the office of the legislative auditor.

NEW SECTIQN. Section 58. Termination. {Sections 52
through 58] terminate December 31, 1990.

Section 59. Section 7-1~2111, MCA, is amended to read:

»7-1-2111. Claspification of counties. (1) For the
purpose of regulating the compensation and salaries of all
county officers, not otherwise provided for, and for fixing
the penalties of officers' bonds, the several counties of
this state shai: must be classified according to that
percentage of the true and full valuation of the ptoperty

therein in the counties upon which the tax levy is made,

except for vehicles subject to taxation under 61-3-504(2),
as follows:

(a) first class--all counties having sueh a taxable
valuation of $50 million or over;

(b) second class--all counties having such a taxable
valuation of more than $30 million and less than $50
million;

(c) third class--all counties having sueh a taxable

valuation of more than $2¢ million and less than $30
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million;

{d) fourth class--all counties having sweh a taxable
valuation of more than $15 million and 1less than $20
million;

{e) Ffifth class--all counties having sueh a taxable
valuation of more than $10 million and 1less than §15
million;

(£) sixth class--all countles having such a taxable
valuation of more than §5 million and less than $10 million;

{g) seventh class--all counties having such a taxable
valuation of less than $5 million.

(2) As used in this section, taxable valuation means
the taxable wvalue of taxable property in the county as of
the time of determination plus:

{(a) that portion of the taxable value of the county on
December 31, 1981, attributable to automobiles and trucks
having a rated capacity of three—quarters of a ton or less;

{b) that portion of the taxable value of the county on
December 31, 1989, attributable to automobiles and trucks
having a rated capacity of more than three-guarters of a ton
but less than or equal te 1 ten;

(c) the amount of interim production and new
production taxes levied, as provided in 15-23-607, divided
by the appropriate tax rates described in 15-23-607(2){(a) or
{2)(b) and multiplied by 60%; and
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{d) the amount of value represented by new production
exempted from tax as provided in 15-23-612 multiplied by

60%, plus the value of any other production ocgurring after

December 31, 1988, multiplied by 60%."

Section 60. section 7-7-2101, MCA, is amended to read:

"7-7-2101. Limitation on amount of county
indebtedness. (1) No county wmay become indebted in any
manner or for any purpose to an amount, including existing
indebtedness, in the aggregate exceeding 23% of the total of
the taxable value of the property therein subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
describgd in 15-23-607{2)(a) or (2)(b} and multiplied by
60%, plus the amount of value represented by new production
exempted from tax as provided in 15-23-612 multiplied by

60%, plus the value of any other production occurring after

December 31, 1988, multiplied by 60%, as ascertained by the

last assessment for state and county taxes previocus to the
incurring of sueh the indebtedness.

(2) No county may incur indebtedness or liability for
any single purpose to an amount exceeding $500,000 without
the approval of a majority of the electors thereof wvoting at
an election to be provided by law, except as provided in
7-21-3413 aad 7-21-3414.

{3) Nothing in this section shall apply to the
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acquisition of conservation easements as set forth in Title
76, chapter 6.%

Section 61. Section 7-7-2203, MCA, is amended to read:

"7-7-2203. Limitation on amount of bonded
indebtedness. (1) Except as provided in subsections (2)
through (4),; no county may issue general obligation bonds
for any purpose which, with all outstanding bonds and
warrants except county high school bonds and emergency
bonds, will exceed 11.25% of the total of the taxable value
of the property therein, plus the amount of interim
production and new production taxes levied divided by the
appropriate tax rates described in 15-23-607(2)(a) or (2)({b)
and multiplied by 60%, plus the amount of value represented
by new production exempted from tax as provided in 15-23-612

multiplied by 60%, plus the value of any other production

occurring after December 31, 1988, multiplied by 60%, to be

ascertained by the last assessment for state and county
taxes prior to the proposed issuance of bonds.

(2) In addition to the bonds allowed by subsection
{1}, a county may igsue bonds which, with all outstanding
bonds and warrants, will not exceed 27.75% of the total of
the taxable wvalue of the property in the county subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates

described in 15-23-607(2)(a) or (2)(b) and multiplied by
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60%, plus the amount of value represented by new production
exempted from tax as provided in 15-23-612 multiplied by

60%, when necessary to do so, plus the value of any other

production occurring after December 31, 1985, multiplied by

60% for the purpose of acquiring land for a site for couaty
high school buildings and £for erecting or acquiring
buildings therean and furnishing and equipping the same for
county high school purposes.

{3) In addition to the bonds allowed by subsections
(1) and (2), a county may issue bonds for the construction
or improvement of a jail which will not exceed 12.5% of the
taxable value of the property ir the county subiect to
taxation.

(4) The limitation in subsection (1) does not apply to
refunding bonds issued for the purpose of paying or retiring
county bonds lawfully issued prior to January l, 1932, or to
bonds issued for the repayment of tax protests lost by the
county."

Section 62. Section 7-14-2524, MCA, is amended to
read:

"7-14-2524. Limitation on amount of bonds issued —-
excess void. (1) Except as otherwise provided hereafter and
in 7-7-2203 and 7-7-2204, mo a county shai} may not issue
bonds which, with all outstanding bonds and warrants except

county high school bonds and emergency bonds, will exceed
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11.25% of the total of the taxable value of the proparty
tharein, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(a) or (2)(b} and multiplied by
60%, plus the amount of value represented by new production
exempted from tax as provided in 15-23-612 multiplied by

60%, plus the value of any other production occuttring after

December 31, 1988, multiplied by 60%. The taxable property

and the amount of interim production and new production
taxes levied shatt must be ascertained by the last
assessment for state and county taxes prior to the lssuance
of asuch the bonds.

(2) A county may issue bonds which, with all
outstanding bonds and warrants except county high school
bonds, will exceed 11.25% but will not exceed 22.5% of the
total of the taxable value of such property, plus the amount
of interim production and new production taxes levied
divided by the appropriate tax rates described in
15-23-607(2)(a) or (2){b) and multiplied by 60%, plus the
amount of value represented by new production exempted from

tax as provided in 15-23-612, plus the value of any other

production occurring after December 31, 19838, multiplied by

60% when necessary for the purpose of replacing, rebuilding,
or repairing county buildings, bridges, or highways which

have been destroyed or damaged by an act of God, disaster,
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catastrophe, or accident.

(3) The value of the. bonds issued and all other
outstanding indebtedness of the county, except county high
school bonds, shall not exceed 22.5% of the total of the
taxable value of the property within the county, plus the
amount of interim production and new production taxes levied
divided by the appropriate tax rates described in
15-23-607{2){a) or (2)(b) and multiplied by 60%, plus the
amount of value represented by new producticn exempted from

tax as provided in 15-23-612, plus the value of any other

production occurring after December 31, 1988, multiplied by

60%, as ascertained by the last preceding general
assessment.”

Section 63. section 7-14-2525, MCA, is amended to
read:

"7-14-2525. Refunding agreements and refunding bonds
authorized. (1) Whenever the total indebtedness of a county
exceeds 22.5% of the total of the taxable value of the
property therein, plus the amount of interim production and
new production taxes levied divided by the appropriate tax
rates described in 15-23-607(2)(a) or {(2)(b) and multiplied
by 60%, plus the amount of wvalue represented by new
production exempted from tax as provided in 15-23-612

multiplied by 60%, plus the value of any other production

cccurring after December 31, 1988, multiplied by 60%, and
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the board determines that the county is unable to pay such
the indebtedness in full, the board may:

{a) negotiate with the bondholders for an agreement
whereby the bondholders agree to accept less than the full
amount of the bonds and the accrued unpaid interest thereon
in satisfaction thereof;

{(b) enter into such agreement;

(c) issue refunding bonds for the amount agreed upon.

(2) These bonds may be issued in more than cne series,
and each series may be either amortization or serial bonds.

{3) The pian agreed upon between the board and the
bondhalders shall be embodied in full in the resolution
providing for the issue of the bonds.”

Soction 64. section 7-16-2327, MCA, is amended to
read:

*7-16-2327. Indebtedr.eass for park purposes. (1)
Subject to the provisions of subsection {2), a county park
board, in addition to powers and duties now given under law,
shati~---have has the power and duty to contract an
indebtedness in behalf of a county, upon the credit thereof,
for the purpocses of 7-16-2321(1) and {2).

(2} (a) The total amount of indebtedness aothorized to
be contracted in any form, including the then-existing
indebtedness, must not at any time exceed 13% of the total

of the taxable value of the taxable property in the county,
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plus the amount of interim production and new production
taxes levied divided by the appropriate tax rates described
in 15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the
amount of value represented by new production exempted f£rom

tax as provided in 15-23-612, plus the value of any other

production occurring after December 31, 1988, multiplied by

60%, ascertained by the last assessment for state and county
taxes previocus to the incurring of sweh the indebtedness.
{b) No money may be borrowed on bonds issued for the
purchase of lands and improving same for any auch purpose
until the proposition has been submitted to the wote of
those qualified under the provisions of the state
constitution to vote at such election in the county affected
thereby and a majority vote is cast in favor thereof."
Section 65. section 15-6-132, MCA, is amended to read:
"15-6-132. Class two property -- description -
taxable percentage. (1) Class two property includess
+ay the annual gross proceeds of metal miness
tby--the--annunai--greas--proceeds--of--underground-coat
mines;-and
tcy--the-annual-gress-preceeds-of-coat-mines-using-—the
strip-mining-method.
{2) Class two property is taxed as-foiiawa:
tay--Property——-described--in-subsection-tiytajy-ita-taxed

at 3% of its annual gross proceeds, as defined in 15-23-8B01.
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thi--Properey—deacribed-in-subsection-¢ti3¢by--is--taxred
at-33-1F3%-of-ies-annuat-gross-proceeds-

{ey--Property-—-described--in-subsection—-{ijtei-is-taxed
at-458-0f-kes—annual-gross-proceeds:"

Section 66. section 15-23-602, MCA, is amended to
read:

*15-23—602. Statement of sales proceeds on interim

production and new production. (1) Bxeept-ams As provided in

subsection {2), each operator or producer of interim

production or new production of natural gas, petroleum, or

other c¢rude or mineral oil must-on-eor-before-Aprii-15-in
each-year shall make cut and deliver to the department of
revenue a statement of the gross sales proceeds of sueh

interim production or new production of natural gas,

petroleum, or other crude or minetal c¢il from each well
owned cr worked by sueh the person during-the-next-preceding
eatendar-year, The gross sales proceeds shait must be
determined by multiplying the units of production sold from
the well times the royalty unit value of that production at
the well. Such The atatement shatl must be in the form
prescribed by the department and must be verified by the
cath of the operator or producer or the manager,
superintendent, agent, president, or vice-president of saueh
the corporation, association, or partnership. Such The

statement shaii must show the following:
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{a) the name and address of the operator, together
with a 1list in duplicate of the names and addresses of any
and-at} persons owning or claiming any royalty interest in
the production £from the well or the proceeds derived from

the sale thereef of the production, and the amount er

amounts paid or yielded as royalty to each of sueh those
persons during the period covered by the statement;

{b) the description and location of the well:;

{c} the number of cubic feet Of natural gas, barrels
of petroleum or other crude or mineral oil sold from the
well during the periocd covered by the statement; and

{(d} the gross sales proceeds in dollars and cents or,
in the case of sales between partiea not acting at arm's
length, the greater of the gross salea proceeds from or the
fair market value of the products soldsr

te}-—execept--for--interim-production-and-new-production
as-defined-in-15-23-661-

tiy--~actuat—-cost-of-extracting-product-from-weltts
tit}-cosb-of-construction,-repairsy-and-betctermentss;
titi)-actuat-—-cont--of—fire——insurance--and---vworkerst
cempensation-insurances
tiv)y-the-—-amount--paid--or--withheid-in-satisfaction-of
tiabitity-for-excise-taxes-impesed-by-the-U-8--government-on
the--preductiony--sate;--sr--removai--of-—-ehe--naturat--gas;

petroleumy--nr--6ther-ecrude-or-ainerat-oti-reported-pursuane
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to-anbsection-¢iytecyz-inetuding-a-separate-statement-of-~the
anonnt--of--such--caxes--patd--or-withheid-from—each-royattey
owner.

(2) Each operator having interim production or new
production as defined in 15-23-601 shall, on or before the
last day of the months of October, January, April, and July,
make out and deliver to the department of revenue a
statement of the gross sales proceeds of sueh the interim
producticn or new production from each well owned or worked
by sueh the person during the preceding calendar quarter.
The statement must be in the form prescribed by the
department and verified aa provided in subsection (1). The
statement shall must show the information required in
subaections (l1){a) through (1)(4)."

Section 67. Section 15-23-603, MCA, is amended to
read:

"15-23-603. Net proceeds -- how computed. (1) Execept
as As provided in subsection +¢3% (2}, the department of
revenue shall calculate and compute from the returns the
gross sales praceeds of the product yielded from such the
well for the year covered by the statement and shall
calculate the net proceeds of the well yielded to the
producer, which net proceeds shaii--be are determined by
subtracting from the gross sales proceeds thereof-—the

foltewings of the well
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tay all royalty paid in cash by the operator or
producer and the gross value of all royalty apportioned in-
kind by the gperater or producer that-shaii-be determined by
using as the value of a barrel of ail or a cubic foot of gas
the average selling price for the calendar year of a barrel
of cil or a cubic foot of gas from the well out of which the
royalty was paids;.
tb}—-aii---money---expended——for-—neceasary--iabor--anéd
machinery-needed-and-used-in-the-operation-and--devetopments
ftey--excepe--as--provided-—in-subseetion-{5y7-ati-money
expended-for-necessary--suppiies--needed—-and--used--in——the
operation-and-developments
tédy--aii--money-expended-for-imprevementsy-repairs;-and
betteruénts-neeeusary—in—and-abont-the—wotking—ef—the—-welir
te}-—that--portion--of--ati--moneyr——incinding-costa-of
insurancer-expended-for-the-acquisition—and-operstion-of-any
vehiete-used-in-the-operation-and-deveiepment—-of--the—-weil
which--bears--the--same—-ratio-to-ali-money-expended-for-the
acquiaition-and-use-of-the-vehicie-during-the--year--covered
by--the-statement-as-the-number-of-mites-the-vehicite-is-used
in-eperation-and-development-of-the~-weii--during--the--year
eevered--by--the--statement—-bears——to--the--totat-mites-the
vehicte-is-used-during-the-year-covered-by-the-statement:
t£)y——aii-money-expended-for--fire--insusancey--workerst

compensation--insurancer—-iiabitity-—insurancey-and-casnaity
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insurance—-directiy--sttributabte--to—-the---operation——-and
development--af—-the--weii--and-for-payments-by-operators-to
welfare-and-retirement--funds--when—-previded--for--in--wage
contracts-between-operators—-and-employees;
tgi--ati---money---expended---for--any--performance—-or
indemniby-bonds-required-by-the-taws-of-this—-state--or—-the
tules--of--any--ataee--agencyr--with-respect-to—the-weii-£for
which-the-net-proceeds-are-being-cateniateds;
thy--704-of-the-amsunt-paid-or-withheid-in-setisfaetion
of-tiabitity-for-excise-taxes-imposed-by-the-tirS--government
on-the-productiony-sate;-or--removat--of--the—-naturei--qgasy
petroleumy—-or~-other-crude-or-mineral-oil-yietded-from-such
weilr-other-than--the--amount--of-—such--taxes--patd--by--or
withheid-from-each-royalty-owner;-and
{tiy--net-procesds-determined-under-subseetion-{34+
+2)-—-No—-money-—-invested--in--the-weili-and-imprevements
during-any-year—except—the-year—for-which-such-ataktement——is
made--may--be--inciuded--in——such--expendteures;--except--as
provided-in-15-23-664;-and-such-expenditures-may-not-inciude
the-sataries-or-any-portion—theresof-of-any-persen-or-officer
not—-actnatiy--eagaged--in--the--working--of-—-the-—-weii--—-eor
superintending-the-managenent-thereofs
+3¥(2) PFor interim production or new production, net
proceeds are the equivalent of the gross sales proceeds,

without deduction for excise taxes, of the product yielded
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from sueh the well for the year guarter covered by the
statement, except that in computing the total number of
barrels of petroleum and other mineral or crude o0il or cubic
feet of natural gas produced, there shai: must be deducted
therefrem 30 much thereef of the product as is used in the
operation of the well from which the petroleum or other
mineral or crude oil or natural gas is produced for pumping
the petroleum or other mineral or crude oil or natural gqgas
from the well to a tank or pipeline.

t43(3) %o--determine-net-proceeds-under-subsection—{iy

In the statement of sales proceeds required under 15-23-602

for lease or unitized areas from which interim or new
producticn and other production have been sold, the
deduetions-atioved-in-subasctiona-ti3tby-through-tiythi—muste
be-prorated-on-the-basis-of-the number of barrels of interim
and new production of oil or cubic feet of interim or new

production of gas to must be segregated from and stated

geparately from the number cof barrels of other production of

oil or cublc feet of other producticn of gas.

+5¥{4) In calculating the deduction for money expended
for necessary chemical supplies needed and used in a
tertiary recovery project approved by the department of
revenue, as provided in 15-36-101, the department shall
require that the necessary chemical supplies, which Iinclude

but are not limited tc carbon dioxide supplies, be amortized
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over a 10-year periocd beginning with the year in which the
money was expended."

Section 68. section 15-23-605, MCA, is amended to
read:

®15-23-605. Assessment of royalties on interim

production and new production. +¢iy---Fhe For interim

production and new production, the amount of royalty

receivedy-vainved-as-provided-in-15-23-603t¥tn}r-tess-704—of
the-amount-of-excise-taxes-paid--by--or—-withheid--£frem——the
royatty—-owner--as-repsrted-prursuant—to-15-23-662¢(k}{teytivys

shatt in cash paid by the operator or producer and the gross

value of all royalty apportioned in kind by the operator or

producer determined by using as the value of a barrel of oil

or a cubic foot of gas the average selling price for the

calendar year of a barrel of oil or a cubic fooct of gas from

the well out of which the royalty was paid mugst be

congsidered net proceeds to the recipient and shati: must be
assessed as follows: upon receipt of the lists or schedules
setting Eorth the names and addresses of any and-a%*l persons
owning or claiming royalty and the amount paid or yielded as
royalty to sueh the royalty owners or claimants during the
year for which such the return is made, the department of
revenue shall proceed to assess and tax the same as net
proceeds of mines.

t2}--Nee--proceeds--for--interim--productien——and—--new
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productiony--as--defined——in—-15-23-6817——inciudes-royaities
received-withouk-deduction—for-excise-taxess"

Soction 69. Section 15-23-607, MCA, is amended to
read:

=15-23-607. County assessors to compute taxes. (1)
Immediately after the board of county commissioners has
fived tax levies on the second Monday in Auqust, the county

assessor shall, subject to the provisions of 15-23-612,

compute the taxes on such net proceeds, exeept as provided

in-15-23-612-amé& in subsection (2) of this sgection, and

royalty assessments and shall deliver the book to the county
treasurer on or before September 15. The county treasurer

shall proceed to give Eull notice thereof of the agssessments

to such the operator and te shall collect the seme-in-manner
taxes as provided by law.

(2) For interim production or new production. as
defined in 15-23-601, the county assessor may not levy or
assess any mills against the value of such the interim
production or new production, but shall instead levy a tax
as follows:

(a) for interim production or new production of
petroleum or other mineral or crude oil, 7% of net proceeds,
as described in 15-23-603+33(2); or

(b)y for interim production or new production of

natural gas, 12% of net proceeds, as described in
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15-23-603¢33(2).

{3} The amount of tax levied in subsections (2)(a) and
(2){bk), divided by the appropriate tax rate and multiplied
by 60%, shait must be treated as taxable value for county
bonding purpcses.

(4) The operator or producer shali-be is liable for
the payment of said the taxes and-same-shai: that, except as
provided in 15-16-121, be are payable by and shaii must be
collected from sueh the operators in the same manner and
under the same penalties as provided for the collection of
taxes upon net proceeds of mines:—ptovidedr-hevever7—that;
However, the operator may at his option withhoid from the
proceeds of royalty interest, either in kind or in money, an
estimated amount of the tax to be paid by him upcon sueh the
royaltf or royalty interest. BREfter such the withholding, any
deviation between the estimated tax and the actual tax may
be accounted for by adjusting subsequent withholdings from
the proceeds of royalty interestg.*”

Section 70. section 15-23-703, MCA, is amended to

read:
“15-23-703. Taxzation of gross proceeds -- taxable

value for bonding. (1) The county assessor shall prepare

compute from the reported gross proceeds from coal a tax
roll whieh that he shall transmit to the county treasurer on

or before September 15 each year. The county assessor may
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not levy or assess any mills against the reported gross

proceeds of coal but shall levy a tax of S% against the

value of the reported gross proceeds AS PROVIDED IN

15-23-701(1) (D). The county treasurer shall proceed to give

full notice ¢thersof to each coal producer of the taxes due

and to collect the taxes due-within-66-days-after-mailing as

provided in 15-16-101.

£2y-—-FThe-amount-of-tax—tevied-in-subsection-{tiy-divided

by-the-tax-rate-is—the-taxablie-valune-of-the--gross—-proceeda

ef-coal-for-bonding-purposess

(2) FOR BONDING, COUNTY CLASSIFICATION, AND ALL NONTAX

PURPOSES, THE TAXABLE VALUE FOR GROSS PROCEEDS IS 45% COF

CONTRACT SALES PRICE AS DEFINED IN 15-35-102(5)."

NEW SECTION. Section 71. Disposition of taxes. The
county treasurer shall credit all taxes collected under
15-23=-763 in the relative proportiona required by the levies
for atate, county, school district, and municipal purposes
in the same manner as property taxes were distributed in the
year preceding the budget year.

Section 72. section 15-36-101, MCA, is amended to
read:

"15-36-101. Definitions and rate of tax -- local

government severance tax. (1) Every person engaging in or

carrying on the business of producing petroleum, other

mineral or crude o©il, or natural gas within this state or
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engaging in or carrying on the business of owning,
controlling, managing, leasing, or operating within this
state any well or wells from which any merchantable or
marketable petroleum, other mineral or crude 0il, or natural
gas is extracted or produced sufficient in quantity to
justify the marketing of the same must, except as provided

in 15-36-121, each year when engaged in or carrying on any

sueh the business in this state pay to the department of

revenue a geverance tax for the exclusive use and benefit of

the state of Montana a-severance-tax plus a local government

severance tax in lieu of a tax on net proceeds for the

exclusive uyse and benefit of local government. The severance

tax and the local government severance tax are computed at

the following rates:

{a) except as provided in subsections (l)(b). {(1l)(c).
and (1)(d), 5% of the total gross value of all the petroleum
and other mineral or crude cil produced by the person, plus

the local government severance tax of 8.4% on production

other than interim production and new production, from each

lease or unit; but in determining the amount of severance
tax, there shait must be excluded from consideration all
petroleum or other crude or mineral oil produced and used by
the person during the year in connecticn with his operations

in prospecting for, developing, and producing the petroleum

or crude or mineral o0il;
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{b) 2.65% of the total gross value of all natural gas

produced, plus the local government severance tax of 15.25%

on natural gas producticn other than interim production or

new production, from each lease or unit; but in determining
the amount of severance tax, there shai: must be excluded
from consideration all gas produced and used by the person
during the year in connection with his operations in
prospecting for, developing, and producing the gas or
petroleum or crude or mineral 0il; and there shail must also
pe excluded from consideration all gas, including carbon
dioxide gas, recycled or reinjected into the ground;

{c) 2.5t of the total gross value of the incremental
petroleym and other mineral or crude oil produced, plus the

local government severance tax of 4,2% on production other

than interim production and new production, from each lease

or unit in a tertiary recovery project after July 1, 1985.
For purpeses of this section, a tertiary recovery project
must meet the following requirements:

(i) the project must be approved as a tertiary
recovery project by the department of revenue. The approval
may be extended only after notice and hearing in accordance
with Title 2, chapter 4.

(ii) the property to be affected by the project must be
adequately delineated according to the gpecifications

required by the department; and
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{iii) the project must involve the application of one
or more tertiary recovery methods that can reasonably be
expected to result in an increase, determined by the
department to be significant in light of all the facts and
circumstances, in the amount of crude oil which may
potentially be recovered. For the purpose of this section,
tertiary recovery methods include but are not limited to:

{A) miscible fluid displacement;

{B) steam drive injection:

{(C) micellar/emulsion flooding;

(D) in situ combustion;

{(E) polymer augmented water flooding;

(F) cyclic steam injection;

{G) alkaline or caustic flooding;

{H) carbon dioxide water flooding;

(I) immiscible carbon dioxide displacement; or

(J) any other method approved by the department as a
tertiary recovery method.

(d) Exeept EXCEPT as provided in 15-36-121(2), 3% of

the total gross value of all the petrcleum and other mineral

or crude oil, pius--the-}ocai-government-severance-tax—of

4s2%-on-preductien—other-than--interim--production——and--new

productiony after the first 5 barrels, produced-by PLUS THE
LOCAL GOVERNMENT SEVERANCE TAX OF 4,2% OF ALL PRODUCTION,

OTHER THAN INTERIM PRODUCTION AND NEW PRODUCTION, FROM a
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stripper well, as defined in 15-36~121, that produces more
than 5 barrels a day during the period beginning April 1,
1989, and ending March 31, 199%.

{2) For purposes of this section, the term
"incremental petroleum and other mineral or crude oll"™ means
the amount of oil, as determined by the department of
revenue, to be in excess of what would have been produced by
primary and secondary methods. The determination arrived at
by the department must be made only after notice and hearing
and shall specify through the life of a tertiary project,
calendar year by calendar year, the combined amount of
primary and secondary production that must be wused to
establish the incremental production from each lease or unit
in a tertiary recovery project.

{3) Nothing in this part may be construed as requiring
laborers or employees hired or employed by any person to
drill any o0il well or to work in or about any oil well or
prospect or explore for or do any work for the purpose of
developing any petroleum or other mineral or crude oil to
pay the severance tax, nor may work done or the drilling of
a well or wells for the purpose of prospecting or exploring
for petroleum or other mineral or crude oils or E£for the
purpose of developing them be considered to be the engaging
in or carrying on of the businesa. If, in the doing of any

work, ip the drilling of any oil well, or in prospecting,
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exploring, or development work, any merchantable or
marketable petroleum cor other mineral or crude oil in excess
of the cuantity required by the person for carrying on the
operation is produced sufficient in quantity to justify the
marketing of the petroleum or other mineral or crude oil,
the work, drilling, prospecting, exploring, or dJevelopment
work is considered to be the engaging in and carrying on of
the business of producing petroleum or other mineral or
crude oii within this state within the meaning of this
section.

(4) Every person required to pay the severance tax
under this section shall pay the tax in £full for his own
account and for the account of each of the other owner or
owners of the gross proceeds in value or in kind of all the
marketable petroleum or other mineral or crude oil or
natural gas extracted and produced, including owner or
owners of working interest, royalty interest, overriding
royalty interest, carried working interest, net proceeds
interest, production payments, and all other interest or
interests owned or carved out of the total gross proceeds in
value or in kind of the extracted marketable petroleum or
other mineral or crude oil or natural gas, except that any
of the interests that are owned by the federal, state,
county, or municipal governments shati-be are exempt from

taxation under this chapter. Unless otherwise provided in a
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contract or lease, the pro rata share of any royalty owner
or owners will be deducted from any settlements under the
lease or leases or division of proceeds orders or other
contracts. (Subsection (1l)(d) terminates on occurrence of
contingency--sec. 7, Ch. 656, L. 1987.)"

Section 73. Ssection 15-36-102, MCA, is amended to
read:

*15-36-102. Quarterly payment of tax - delayed
payment of local government severance tax. Sueh (1) Except

as provided in subsection {2), severance tax sha}t must be

paid in quarterly installments for the quarterly periods
ending, respectively, March 31, June 30, September 30, and
December 31 of each year, and the amount of the tax for each
quarterly period shai: must be paid tc the department of
revenue within 60 days after the end of each quarterly

period.

{2) TLocal government severance tax must be paid in

quarterly installments 1 year after the end of each guarter

for which a statement is completed as reguired by

15-36-105."

Sectlon 74. Ssection 15-36-105, MCA, is amended to
read;

®15-36-105. Statement to accompany payment -- records
—- collection of tax -- refunds, (1) Each and-every person

mast shall, within 60 days after the end of each following
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quarter, make-—out complete on forms prescribed by the
department of revenue a statement showing the total number
of barrels of merchantable or marketable petroleum and other
mineral or crude oil or cublc feet of natural gas produced
or extracted by suech the person in the state during each
month of sueh the quarter and during the whole quarter, the

average value thereef of the production during each month,

and the total value thereof of the production for the whole

quarter, together with the total amount due to the state as

severance taxes and local government severance taxes for

such the quarter, and muse shall within such 60 days deliver
such the statement and, except as provided in 15-36-102(2)
and 15-36-121, pay to the department the awount of the taxes
shown by such the statement to be due to the state for the
guarter for which sueh the statement is made. Sueh The
statement must be signed by the individual or the president,
vice-president, treasurer, assistant treasurer, or managing
agent in this state of the association, corporation,
joint-stock company, or syndicate making the statement. Any
such person engaged in carrying on smeh business at more
than one place in this state or owning, leasing,
controlling, or operating more than one ¢il or gas well in
this state may include all thereof operations in one
statement. The department shall receive and file all such

statements and collect and receive from sueh the person
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making and filing a statement the amount of tax payable by
such the person, if any, as tﬂe—same-ahaii—appenr—érom-the
face-of appears in the statement.

(2) It shai*i-be is the duty of the department to
examine each of sueh the statements and compute the taxes
therecon, and the amount se computed by the department shai
be is the taxes tax imposed, assessed against, and payable
by the taxpayer making the statement for the guarter for
which the statement is filed. If the tax found to be due
shali-ke is greater than the amount paid, the excess shaii
must be paid by the taxpayer to the department within 10
days after written notice of the amount of the deficiency
shaii--be is mailed by the department to such the taxpayer.
If the tax imposed shaii-be ig less than the amount paid,
the dJdifference must be applied as a credit against tax
liability for subsequent guarters or refunded if there is no
subseguent tax liability.

(3) If the tax is not paid on or before the due date,
there sha¥: must be assessed a penalty of 10% of the amount
of the tax, unless it is shown that the failure was due to
reasonable cause and not due to neglect. If any tax under
this chapter is not paid when due, interest sha¥® must be
added ¢hereto to_ the tax at the rate of 1% a month or
fraction thereof, computed on the tatal amount of severance

tax and penalty from the due date until paid.™
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Section 75. Section 15-36-112, MCA, is amended to
read:;
"15-36-112. Disposition of oil and gas severance taxes

== calculation of unit value for local government severance

tax. {1) Each year the department of revenue shall determine
the amount of tax collected under this chapter from within

each eounty SCHOOL DISTRICT.

(2) For purposes of the distribution of local

government severance taxes collected under 15-36~101, the

department shall determine the unit value of o0il and gas for

each eounty SCHOOL DISTRICT as follows:

{a) The unit value for petroleum and other mineral or

crude oil for each eounty SCHOOL DISTRICT is the quotient

obtained by dividing the 3Ieecai--government-—-severance NET

PROCEEDS taxes calculated on petroleum or aineral or crude

0il produced in that eounty SCHOOL DISTRICT in the-—-current

calendar vyear 1988 by the number of barrels of petroleum or

other mineral or crude oil subject-—to--local--goversment

severance—-eax produced in that eounty SCHOCL DISTRICT during

the-year 1988,

{b) The unit value for natuyral gas is the guotient

obtained by dividing the 1ocai-—government--severance NET

PROCEEDS taxes calculated on natural gas produced in that

econnty SCHOOL DISTRICT in the-ecurrent calendar year 1988 by

the number of cubic feet of natural gas subjeck-te-ieecail

~-139- SB 26

[T- TN T X R - (R T. D U N R LR

NONON RN NN R E R e e e e
D e W N M D W DN ;N A W N O

sB 0026/02

government-severance-tax produced in that ecomnty SCHOOL

DISTRICT during the-year 1988,

t23{3) The severance taxes collected under this
chapter are allocated as follows:

(a) tha-amounk;-if-anyy-by—-which--the--tax--ecotiected
from-~within--a-county-for-any-£fiscal-year-exceeds-the-totai
amount-cotlected-frem-within-that-county--for--the--previous
fiseal--ysar;——-by--reason-—-ef--increased--production-and-not
because-of-increase-——in--or--etimination—-of--federat--price

ceilings-—-on-sit-and-gas; The local government severance tax

is gtatutorily appropriated, as provided in 17-7-502, for
allocation to the generat---fund-—-of--the county for
distribution as provided in subsection 3% {(4)(b);

(b) any Any amount not allocated to the county under
subsection +{2yta} (3)(a) is allocated to the state general
fund.

+33({4) (a) For the purpose of distribution of the

local gqovernment severance tax, the department shall adjust

the unit value determined under this section according to

the ratio that the local government severance taxes

collected during the gquarters to be distributed plus

accumulated interest earned by the state and penalties and

intereat on delinquent local government severance taxes

bears to the total liability for local government severance

taxes for the quarters to be digstributed. The taxes must be
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calculated and distributed as follows:

(i) By Movember 30 of each year, the department shall

calculate and distribute to each eligible county the amount

of local government Severance tax, determined by multiplying

unit value as adjusted in this subsection {4)({a) times the

units of production on which severance tax was owed during

the calendar quarters ending March 31 and June 30 of the

preceding calendar year.

(ii) By May 31 of each year, the department shall

calculate and distribute to each eligible county the amount

of local government severance tax, determined by multiplying

unit wvalue as adjusted in this subsection (4)(a) times the

units of production on which severance tax was owed during

the 2 calendar quarters immedlately following those qguarters

referred to in subsection ¢4)(a)(i).

(B) ANY AMOUNT BY WHICE TEBE TOTAL TAX LIABILITY

EXCEEDS OR IS LESS THAN THE TOTAL DISTRIBUTIONS DETERMINED

IR SUBSECTIONS {4)(A){(I) AND (4)(A)(I1I) MUST BE CALCULATED
AND DISTRIBUTED IN THE FOLLOWING MANNER:

{I} THE EXCESS AMOUNT OR SHORTAGE MUST BE DIVIDED BY

THE TOTAL TUNITS OF PRODUCTION TO OBTAIN THE TAX VALUE PER

UNIT OF PRODUCTION.

{I1) THE TAX VALUE PER UNIT OF PRODUCTION MUST BE

MULTIPLIED BY THE UNITS QF PRODUCTION IN THAT TAXABLE PERIQD

IN EACH SCHOOL DISTRICT THAT HAD PRODUCTION 1IN THAT PERIOD,
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AND THIS AMOUNT MUST BE ADDED TO OR SUBTRACTED FROM THE

DISTRIBUTION TQO EACH RESPECTIVE DISTRICT.

tayt{bj{C)} The county treasurer shall distribute the
money received under subsection t2ytay-ef--this--seection--to
the--county--and-—-to--aii--che-incorporated-cities—and-cowns
within-the--county--in—-the~-£fotitewing—-mannerz-—Phe--county
recetves--che-avatiable-moeney-mnitipiied-by-the-ratio-of-the
rural-poputation-to-the-county-peputationc—Bach-incorporated
municipatity-receives-the-available-meney-muieipiied-py——the
ratio--of-the-pepulation-af-the-incorporated-municipatity-te
the--county-—-poputations--Fhe--rural--popuiation——~-is-~—that
poputatien-of-the-county-tiving-outside-the-boundaries-ef-an
incerperated—-municipatityr-Pepulatien-shali-be-based-on-the
most-recenk-figures——as--determined--by——the--department--of
eommerees

thy—-Fhe-money-distributed-under-this-subseckion-may-be
used--for-any-purpose-as-deternined-py-the-governing-body-of

the-countyr-cityr-or-town (3){a) TO THE TAXING JURISDICTIONS

in the same manner that all other property tax proceeds were
distributed during £fiscal year 1989 IN THE TAXING
JURISDICTION.™

Section 76. section 15-36-121, MCA, is amended to

read:

"15-36-121. Exemption from severance tax. (1) It is

the public policy of this state to promote a sufficient
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supply of natural gas to provide for the reasidents of this
state, to lessen Montana's dependence on imported natural
gas, and to encourage the exploration for and development
and production of natural gas, petroleum, and other mineral
and crude oil within the state.

(2) All new production, as defined in 15-23-601, from
a well during the 24 months immediately following the date
of notification to the department of revenne that an oil
well is flowing or being pumped or that a gas well has been
connected to a gathering or distribution system is exempt
from all of the severance tax imposed by 15-36-101, provided
the notification was made after March 31, 1987, and before
July 1, 1991.

(3) Aall the natural gas produced from any well that
has produced 60,000 cubic feet or less of natural gas a day
for the calendar year prior to the current year shall be
taxed as provided in this section. Production must be
determined by dividing the amount of production from a lease
or unitized area for the year prior to the current calendar
year by the number of producing wells in the lease or
unitized area and by dividing the resulting quotient by 365.
The first 30,000 cubic feet of average daily production per
well is exempt from all of the severance tax imposed by
15-36-101. Everything over 30,000 cubic feet of gas produced

is taxed at 1.59% plus a local goverument severance tax of
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1.625%.
(4) The first 5 barrels of average dJaily production
from a stripper well are exempt from all of the severance

tax imposed by 15-36-101, EXCEPT THE LOCAL GOVERMMENT

SEVERANCE TAX.

{5) Por the purposes of this section, "stripper well"
means a well that produces less than 10 barrels per day,
determined by dividing the amount of production from a lease
or unitized area for the year prior to the current calendar
year by the number of producing wells in the lease or
unitized area, and by dividing the resulting quotient by
365,

{6) Notwithstanding the provisions of subsections (2)
through (4), all reporting requirements under the severance
tax remain in effect. (Subsections (2) and (4) terminate on
occurrence of contingency--sec. 7, Ch. 656, L. 1987.)"

Section 77. section 20-9-141, MCA, is amended to read:

*20-9-141. Computation of general fund net levy
raquirement by county superintendent. (1) The county
superintendent shall compute the levy requirement for each
district's general fund on the basis of the following
procedure:

(a) Determine the total-of-the funding regquired for
the district's final general fund budget less the amount

established by the schedules in 20-9-316 through 20-9-321 by

~144- SB 26



["- 2NN - I R - T T R O L B

e
-]

i1l
12
13
14

15 -

16
i7
18
19
20
21
22
23
24

25

SB 0026/02

totaling:

{i) the district's nonisolated school foundation
program regquirement to be met by a district levy as provided
in 20-9-303;

{ii) the district's permissive levy amount as provided
in 20-9-352; and

(iii) any general fund budget amount adopted by the
trustees of the district under the provisions of 20-9-13153,
including any additional levies authorized by the electors
of the district.

(b) Determine the totai-of-the-moneys money available
for the reduction of the property tax on the district for
the general fund by totaling:

{i} anticipated federal meneys money received under
the provisions of Title I of Public Law B1-874 or other
anticipated federal meneys money received in lieu of such
that federal act;

(ii) anticipated tuition payments for out-of-district
pupils under the provisions of 20-5-303, 20-5-3067, 20-5-312,
and 20-5-313;

{iii) general fund cash reappropriated, as established
under the provisiona of 20-9-104;

{iv) anticipated or reappropriated state impact aid
received under the provisions of 20-9-304;

(v) anticipated or reappropriated revenue from vehicle
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property taxes imposed under 61-3-504(2) and 61-3-537:
{vi) anticipated net proceeds taxes for interim
production and new production, as defined in 15-23-601;

(vii) anticipated reyenue from local government

severance taxes as provided in 15-36-112;

tvity(viii) anticipated interest to be earned or
reappropriated interest earned by the investment of general
fund cash in accordance with the provisions of 20-9-213(4);
and

tviidy{ix) any other revenue anticipated by the
trustees to be received during the ensuing school fiscal
year which may be used to finance the general fund.

{c) Subtract the tetai-of-ehe-maneys money available
to reduce the property tax required to finance the general
fund that has heen determined in subsection (1)(b) from the
total requirement determined in subsection {1})(a).

{2) The net general fund levy requirement determined
in subsection (1)(c) shai: must be reported to the county
commissioners on the second Monday of August by the county
superintendent as the general fund levy requirement for the
district, and a 1levy shai}l must be made by the county
commissioners in accordance with 20-9-142."

Saction 78. section 20-9-331, MCA, is amended to read:

"20-9-331. Basic county tax and other revenues for

county equalization aof the elementary district Foundation
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program. {l) 3It--shaii--be——the--duty--of--the The county
commissioners of each county ¢e ghall levy an annual basic
tax of 28 mills on the deilars dollar of the taxable value
of all taxable property within the county, except Eor
vehicles subject to taxation under 61-3-504(2), for the
purposes of local and state foundation program support. The
revenue te——be collected from this levy shat: must be
apportioned to the support of the foundation programs of the
elementary schocol districts in the county -and to the state
special revenue fund, state equalization aid account, in the
following manner:

ta} In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimated revenues revenue identified in subsection (2)
below--shatt aust be subtracted from the sum of the county
elementary transportation obligation and the total of the
fcundation programs of all elementary districts of the
county.

{b) If the basic 1levy prescribed by this section
produces more revenue than is required to finance the

difference determined abeve in subsection (1}(a), the county

treasurer shall remit the surplus funds to the state
treasurer for deposit to the state special revenue fund,
state equalization aid account, immediately upon occurrence

of a surplus balance and each subsequent month thereafter,
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with any Ffinal remittance due nc later than June 20 of the
fiscal year for which the levy has been set.

(2) The proeceeds revenue realized from the county's
portion of the levy prescribed by thias section and the
revenues revenue from the following sources shal® must be
used for the equalization of the elementary district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shali must be kept of such
proceeds-and-revenues the revenue by the county treasurer in
accordance with 20-9-212(1}:

{a) the portion of the Federal Taylor Grazing Act
funds distributed to a county and designated for the common
school fund under the provisions of 17-3-222;

{b) the portion of the federal flood control act funds
distributed to a county and designated for expenditure for
the benefit cf the county common schools under the
provisions of 17-3-232;

{c) all money paid into the county treasury as a
result of finea for violations of law, except money paid to
a justice's court, and the use of which is not otherwise
specified by law:

{d) any money remaining at the end of the immediately
preceding schocl fiscal year ia the county treasurer's
account accounts for the various sources of revenue

established or referred to in this section;
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(e) any federal or state money digtributed to the
county as payment in lieu of +the property taxation
eatablished by the county ievy required by this section;

(£) net proceeds taxes for interim production and new

production, as defined in 15-23-601, and local government

severance taxes on any other production occurring after

December 31, 1988; and

(g) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-537."

Section 79. Section 20-9-333, MCA, is amended to reads:

®20-9-333. Basic special levy and other revenues for
county equalization of high school district foundation
program. (1} #t--shaii--be--the--duty--ef——the The county
commigsioners of each county ee shall levy an annual basic
special tax for high schools of 17 mills on the dollar of
the taxable value of all taxable property within the county,
except for vehicles subject to taxation under 61-3-504(2),
for the purposes of local and state foundation program
support, The revenue to-be collected from this levy shaiil
must be apportioned to the support of the foundation
programs of high schaol districts in the county and to the
state special revenue fund, state equalization aid account,
in the following manner:

(a) In order to determine the amount of revenue raised

by this levy which is retained by the county, the sum of the
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estimated vevenwes revenue identified in subsections (2)(a)
and {2)(b) beiow-shail must be subtracted from the sum of
the county's high school tuition obligation and the total af
the foundation programs of all high school districts of the
county.

{b) If the basic levy. prescribed by this secticn
produces more revenue than is required tc finance the

difference determined@ aboave in subsection (1)(a), the county

treasurer shall remit the surplus funds to the state
treasurer for deposit to the state special revenue fund,
state equalization aid account, immediately upon occurrence
of a surplus balance and each subsequent month thereafter,
with any final remittance due no later than June 20 of the
fiscal year for which the levy has been set.

{2) The proeceeds revenue realized from the county's
portion of the levy prescribed in this section and the
revenues revenue from the following sources shaii must be
used for the equalization of the high school district
foundation programs of the county as prescribed in 20-9-334,
and a separate accounting shait muat be kept of these
proceeds the revenue by the county treasurer in accordance
with 20-9-212(1):

{(a) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's

accounts for the variocus sources of revenue established in
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this section;

(b} any federal or state meneys money distributed to
the county as a payment in lieu of the property taxation
established by the county levy required by this section;

{c) net proceeds taxes for interim production and new

production, as defined in 15-23-601, and local government

severance taxes on any other production occurring after

December 31, 1988; and

(@) anticipated revenue from vehicle property taxes

imposed under 61-3-504(2) and 61-3-537."
Section 80. section 20-9-352, MCA, is amended to read:

*20-9-352. Permissive amount and permissive levy. (1)

Whenever the trustees of any a district shail-deem consider

it necessary to adopt a general fund budget in excess of the
foundation preogram amount but not in excess of the maximum
general fund budget amount for sueh the district as
established by the schedules in 20-9-316 through 20-%-321,
the trustees shall adopt a resolution stating the reasons

and purposes for exceeding the foundaticn program amount.

Sueh The excess above the foundation program amount shali-be

is known as the Zpermissive amount®, and it shall must be

financed by a levy, as prescribed in 20-9-141, on the
taxable value of all taxable property within the district,
except for vehicles subject to taxation under 61-3-504(2),

supplemented with any biennial appropriation by the

~151~ SB 26

["- I TS R - T T

[
(=]

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

5B 0026/02

legislature for this purpose. The proceeds of such--an the
appropriation sha}} must be deposited to the state special
revenue fund.

(2) The district levies to be set for the purpose of
funding the permissive amount are determined as follows:

(a) For each elementary school district, the county
commissioners shall annually set a levy ot exceeding 6
mills on all the taxable property in the district, except
for vehicles subject to taxation under 61-3-504{2), for the
purpose of funding the permissive amount of the district.
The permissive levy in mills shati--Be is obtained by
multiplying the ratio of the permissive amount to the
maximum permissive amount by 6 or by using the number of
mills whieh that would fund the permissive amount, whichever
is 1less. If the amount of revenue raised by this levy, plus
anticipated revenue from vehicle property taxes imposed
under 61-3-504{2) and £1-3-537, is not sufficient to fund
the permissive amount in full, the amount of the deficiency
shaii must be paid to the district from the state special
revenue fund according to the provisions of subsections (3)
and (4) of this section.

(b} For each high school district, the county
commissioners shall annually set a levy not exceeding 4
mills on all taxable property in the district, except for

vehicles subject to taxation under 61-3-504(2), £or the
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purpose of Ffunding the permissive amount of the district.
The permissive levy in mills skail--bBe is obtained by
multiplying the ratic of the permissive levy to the maximum
permissive amount by 4 or by using the number of mills which
that would fund the permissive amount, whichever is less. If
the amount of rewvenue raised by this levy, plus anticipated
revenue from vehicle property taxes imposed wunder
61-3-504(2) and 61-3-537, and plus net proceeds taxes for

interim production and new production, as defined in

15-23-601, and local government severance taxes on any other

production occurring after December 31, 1988, is not

‘sufficient to fund the permissive amount in full, the amount

of the deficiency sheit must be paid to the district from
the state special revenue fund according to the provisions
of subsecticns {3) and (4) of this section.

{3) The superintendent of public instruction shall, if
the appropriation by the legislature for the permissive
amount for the biennium is insufficient, request the budget
director to submit a request for a supplemental
appropriation in the second year of the biennium. The
supplemental appropriation shaii must provide enough revenue
to fund the permissive deficiency of the elementary and high
school districts of the state, The proceeds of this
appropriation shai® must be deposited to the state special

revenue fund and shait must be distributed to the elementary
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and high school districts in accordance with their
entitlements as determined by the superintendent of public
instruction according to the provisions of subsections (1)
and {2) of-this—section.

(4) Distribution under this section from the state
special revenue fund shaii must be made in two payments. The
first payment shat:* must be made at the same time as the
first distribution of state equalization aid is made after
January 1 of the fiscal year. The second payment shati must
be made at the same time as the last payment of state
equalization aid 1is made for the Eiscal year. If the
appropriation is not sufficient to finance the deficiencies
of the districts as determined according to subsection (2),
each district will receive the same percentage of its
deficiency. Surplus revenue in the second year of the
biennium may be used to reduce the appropriation required
for the next succeeding biennium or may be transferred to
the state equalization aid state special revenue fund if
revenues in that fund are insufficient to meet foundation
program requirements.”

Section 81. section 20-10-144, MCA, is amended to
read:

%20-10-144. Coamputation of revenues and net tax levy
requirements for the transportation fund budget. Before the

fourth Monday of July and in accordance with 20-9-123, the
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county supetintendent shall compute the revenue available to
finance the transportation fund budget of each distriet. The
county superintendent shall cowpute the revenue for each
district on the following basis:

(1) The "schedule amount” of the preliminary budget
expenditures that is derived from the rate schedules in
20-10-141 and 20-10-142 shaii must be determined by adding
the following amounts:

{a) the sum of the maximum reimbursable expendituresa
for all approved school bus routes maintained by the
district {to determine the maximum reimbursable expenditure,
muitiply the applicable rate per bus mile by the total
number of miles to be traveled during the ensuing achool
fiscal year on each bus route approved by the county
transportation committee and maintained by such district);
plus

{b) the total of all individual transportation per
diem reimbursement rates for smeh the district as determined
from the contracts submitted by the distriet multiplied by
the number of pupil-instruction days scheduled for the
ensuing school attendance year; pilus

(c) any estimated costs for supervised home study or
supervised correspondence study for the ensuing school
fiscal year; plus

{d) the amount budgeted on the preliminary budget for
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the contingency amount permitted 1in 20-10-143, except if
such the amount exceeds 10% of the total of subsections
(1)(a), (l)¢(b), and (1)(c) or $100, whichever is larger, the
contingency amount on the preliminary budget sha}® must be
reduced to sueh the limitation amount and used in this
determination of the schedule amount.

{2} The schedule amount determined in subsection (1}
or the total preliminary transportation fund budget,
whichever is smaller, shaii-be is divided by 3 and the
resuiting one—third amount shali-be is used to determine the
available state and county revenue to be budgeted on the
following basis:

(a} the resulting one-third amount shaii--be 4is the
budgeted state transportation reilmbursement, except that the
state transportation reimbursement for the transportation of
special education pupils under the provisions of 20-7-442
shait} must be two-thirds of the schedule amount attributed
to the transportation of special education pupils;

(b) the resulting one-third amount, except as provided
for joint elementary districts in subsection (2}{e), shaii
be is the budgeted county transportation reimbursement for
elementary districts and sha¥} must be financed by the basic
county tax under the provisions of 20-9-334;

{(c) the resulting one-third amount multiplied by 2

shati-be is the budgeted county transportation reimbursement
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amount for high sachool districts financed under the
provisions of subsection (5) of--this-section, except as
provided for jeiant high schoel districts in subsection
(2) (=), and except that the county transportation
reimbursement for the transportation of special education
pupils under the provisions of 20-7-442 shai: must be
one-third of the schedule amount attributed to the
transportation of special education pupils:

{d) when the district has a sufficient amcunt of cash
for reappropriation and other sources of district revenue,
as determined in subsection (3), to reduce the total
district obligation for financing to =zero, any remaining
amount of sueh district revenue and cash reappropriated
shal} must be used to reduce the county financing obligation
in suybsections subsection (2)(b} or {2)(c) and, if sueh the
county financing obligations are reduced to zero, to reduce
the state financial obligation in subsection (2}(a); and

{e) the county revenue requirement for a joint
district, after the application of any district meneys money
under subsection (2)(d) abave, shail must be prorated to
each county incorporated by the joint district in the same
proportion as the ANB of the joint district is distributed
by pupil residence in each suech county.

{(3) The total of the momeys money available for the

reduction of property tax on the district for the
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transportation fund shai: must be determined by totaling:

{a) anticipated federal meneys money received under
the provisions of Title I of Public Law B1-874 or other
anticipated federal memeys money received in lieu of auch
that federal act; plus

(b) anticipated payments from other districts for
providing school bus transportation services for smeh the
district; plus

(c} anticipated payments from a parent or guardian for
providing school bus transportation services for his child;
Plus

{d) anticipated or reappropriated interest to be
earned by the investment of transportation fund cash in
accordance with the provisions of 20-9-213(4); plus

(e} anticipated or reappropriated revenue from wvehicle
property taxes imposed under 61-3-504(2) and 61-3-537; plus

(£) net proceeds taxes for interim production and new

production, as defined in 15-23-601, and local government

severance taxes on any other production occurring after

December 31, 1988; plus

(g) any other revenue anticipated by the trustees to
be earned during the ensuing school fiscal year which may be
used to finance the transportation fund; plus

(h) any cash available for

reappropriation as

determined by subtracting the amount of the end-of-the-year
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cash balance earmarked as the transportation fund cash
Teserve for the ensuing school fiscal year by the trustees
from the end-of-the-year cash balance in the transportation
fund. Such The cash reserve shaii may not be more than 20%
of the final transportation fund budget for the ensuing
schocl fiscal year and shaii-be is for the purpose of paying
transportation fund warrants issued by the district under
the final transportation fund budget.

{4) The district levy :equi;ement for each district's
trangportation fund shaii must be computed by:

{(a) subtracting the schedule amount calculated in
subsection (1) from the total preliminary transportation
budget amount and, for an elementary district, adding such
the difference to the district obligation to finance
one—-third of the schedule amount as determined in subsection
(2); and

{b) subtracting the amount of meneys money available
to reduce the property tax on the district, as determined in
subsection (3), from the amount determined in subsection
(4){a) above.

{(5) The county levy requirement for the £financing of
the county transportation reimbursement to high school
districts shaii-—-be is computed by adding all such
requirements for all the high school districts of the

county, including the county's obligation for reimbursements
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in joint high school districts.

{6) The transportation fund levy requirements
determined in subsection (4} for each district and in
subsection (5) for the county shaiit must be reported to the
county commissioners on the second Monday of August by the
county superintendent as the transportation £fund levy
requirements for the district and for the county, and such
the levies shail must be made by the county commissioners in
accordance with 20-9-142."

Soection 82, Section 90-6-402, MCA, is amended to read:

"90-6-402. Definitions. As used in this part, the
following definitions apply:

(1} "Affected 1local government unit" means a local
government unit that will experience a need to increase
services or facilities as a result of the commencement of
large-scale mineral development or within which a
large-scale mineral development is located in accordance
with an impact plan adopted pursuant to 90-6-307.

(2) “Board®” means the hard-rock mining impact board
established in 2-15-1822.

(3) "Mineral development employee" means a person who
resides within the jurisdiction of an affected local
government unit as a result of employment with a large-scale
mineral development or its contractors or subcontractors.

(4) "“"Mineral development student® means a student
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whose parent or guardian resides within the jurisdiction of
an affected local government unit as a result of employment
with a large-scale mineral development or its contractors or
subcontractors.

{S) "Jurisdictional revenue disparity" means property
tax revenues resulting from a large-scale hard-rock mineral
development that are inegquitably distributed among affected
local government units as finally determined by the board in
an approved impact plan.

(6) "Large—scale mineral de§elopment", for the
purposes of this part, is defined in 90-6-3C2.

{7) "Local government unit®™, for the purposes of this

part, means a county, municipality, or school district.
' (8) “"Taxable valuation™ cof a mineral development means
the total of the gross proceeds taxable percentage specified
in 15-6-132(2)ta) when added to the taxable percentages of
real property, improvements, machinery, equipment, and other
property classified under Title 15, chapter &, part 1.”

Section 83. section 15-1-501, MCA, is amended to read:

“15-1-501. Disposition of moneys from certain
designated 1license and other taxes. (1) The state treasurer
shall deposit to the credit of the state general fund all
moneys money received by him from the collection of:

(a) fees from dtiver's

licenses, motorcycle

endorsements, and duplicate driver's licenses as provided in
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61-5-121;

(b) electrical energy producer's license taxes under
chapter 51;

(c) severance taxes allocated to the general fund
under chapter 36;

{d} liquor license taxes under Title 16;

{e} telephone [company] license taxes under chapter
53; and

(£) inheritance and estate taxes under Title 72,
chapter 16.

{2y awn meneys money received from the ccllection of
income taxes under chapter 30 of this title shail must be
depecsited as follows:

(a) S872% 48.1% to the credit of the state general
fund;

{b} 10% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;

and

(c) 3i:8% 41.9% to the credit of the state special
revenue fund for state equalization aid to the public
schools of Montana as described in 20-9-343.

{3) All moneys money received from the collection of
corporation license and income taxes under chapter 31 of
this title, except as provided in 15-31-702, shail must be

deposited as follows:
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{(a) 64% to the credit of the state general fund:;

{b) 11% to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;
and

(¢c) 25% to the credit of the state special revenue
fund for state equalization aid to the public schocls of
Montana as described in 20-9-343.

(4) The state treasurer shall also deposit to the
credit of the state general fund all menreys money received
by him from the collection of license taxes, fees, and all
net revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beverage Code.

{5) After the distribution provided for in 15-36-112,
the remainder of the o0il severance tax collections shati
must be deposited in the general fund."

Section 84. sSection 20-9-344, MCA, is amended to read:

“20-9~344. Purpose of state equalization aid and
duties of the board of public education for distribution --
conditions of first payment. (1) The money available for
state equalization aid shait must be distributed and
apportioned to provide an annual minimum operating revenue
for the elementary and high schools in each county,
exclusive of revenues required for debt service and for the
payment of any and--ait costs and expense incurred in

connection with any adult education program, recreation
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program, 3chool food services program, new buildingsr-new
and grounds, and transportation.

(2) The board of public education shall administer and
distribute the state equalization aid in the manner and with
the powers and duties provided by 1law. To this end, the
board of public education shall:

{a} adopt pelicies for regulating the distribution of
state equalization aid in accordance with the provisions of
law and in a manner that weoutd-mest-effectiveiy-meet-the

£inanciat--needs——--of-—-discriets provides for monthly

distribution to each district of itgs retirement Ffund

equalization amount and foundation program amount;

(b) have the power to reguire smeh reports from the
county superintendents, budget boards, county treasurers,
and trustees as it may-deem conslders necessary; and

{c) order the superintendent of public instruction to
distribute the state equalization aid on the basis of each
district's annual entitlement to such the aid as established
by the superintendent of public instruction. In ordering the
distribution of state egualization aid, the board of public
education shaii may not increase or decreagse the state
equalization aid distribution to any district on account of
any difference whieh that may occur during the school fiscal
year between budgeted and actual receipts from any other

source of school revenue.
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{3} The board of public education may order the

superintendent of public instruction to withhold

distribution of state equalization aid or order the county

superintendent of schools to withhold county equalization

money from a district when the district fails to:

(a) submit reports or budgets as required by law eor

rules adopted by the board of public education; or

(b} maintain accredited status.

(4) Prior to any proposed order by the board of public

education to withheld digtribution of state equalization aid

or county equalization money, the district is entitled to a

contested case hearing before the board of public education,

as provided under the Montana Administrative Procedure Act.

¢33(5) Shouid If a district receive receives more
state equalization aid than it is entitled to, the county
treasurer muat shall return the overpayment to the state
upon the reguest of the superintendent of public instruction
in the manner prescribed by the department of commerce.

t4¥(6) (a) The first payment of state equalization aid
must bes

+a¥ Dbased on an estimate of 20% of each district's
entitlement; and

by distributed by July 15 of the school fiscal year.

{b) PEach subsequent monthly payment must be at least

7% of the district's amount.™
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NEW SECTION. Section 85. Repealer. (1) Sections
15-23-604, 15-23-615, and 15-23-616, MCA, and section 12,
Chapter 666, Laws of 1987, are repealed on passage and
approval of [this act].

(2) Sections 20-9-105,

20-9-352, 20-9-531, and

20-9-532, MCA, are repealed July 1, 1990.

NEW SECTION. Section 86. Appropriation. {1) There is
appropriated from the general fund $353,95¢ for the biennium
ending June 30, 1991, to the superintendent of public
instruction to establish standard accounting and reporting
practices in all Montana public school districts amd to
implement [this act].

{2) There is appropriated Efrom the general fund
$20,000 to the legislative council for the biennium ending
June 30, 1991, for use by the committee established in
[section 53].

{3) There is appropriated from the general Eund to the
department of administration $200,000 for the fiscal year
ending June 30, 1990, to retain a telecommunications
engineering consultant and to support development of and
improvements in telecommunications networks in Montana as
provided in [section S51].

{4) There is appropriated from the general fund to the
department of administration $300,000 for the biennium

ending June 30, 19%1, to be used for education network
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implementation and improvements if a 50% match in funds or

equipment is available from other sources.

NEW SECTION. Section 87. codification instruction.
(1) [Sections 49 and 50] are intended to be codified as an
integral part of Title 20, chapter 9, and the provisions of
Title 20 apply to [sections 49 and 50]).

{2) [Section 71] is intended to be codified as an
integral part of Title 15, chapter 23, part 7, and the
provisions of Title 15, chapter 23, part 7, apply to

[section 71].

NEW SECTION. Section 88. Effective dates -- rules.
(1) [Sections 2, 5, &, 39, and 51] are effective July 1,
1989.

(2) [Sections 1, 3, 4, 10 through 12, 13(1)(b) and {(c)
and (2), 1l4{(1)(b) and (c) and {2) through {7}, 15 through
24, 25{13), 26 through 38, 40, 44, 46 through 49, and 83]
are effective July 1, 1990.

{3) ([Sections 9, 41 through 43, and 84) are effective
July 1, 1991.

{4) [Sections 7, 13{l)(a), 1l4(1){a)., 25{1) through
{12), and 45] are effective July 1, 1993,

(S) ([Sections 8, 50, 52 through 82, and 85 through 90}
are effective on passage and approval.

{6) The superintendent of public instruction may,

prior to July 1, 1990, adopt rules and conduct training
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necessary to implement [sections 24 and 26}.

REW SECTION. Section 89. Applicability. (1) [Section
491, 20-9-331, and 20-9-333 apply retroactively, within the
meaning of 1-2-109, to all taxable years beginning after
December 31, 1989.

(2) [Sections 59 through 82] apply retroactively,
within the meaning of 1-2-109, to net proceeds taxes,
severance taxes, and local government taxes on o0il and gas,
other than interim production and new production, produced
after December 31, 1988.

{3) [Sections 2 and 6] apply to all tax revenue
recorded on or after July 1, 1989, without regard to the
time the tax accrued.

(4) [Section 83] applies to all tax revenue recorded
on or after July 1, 1990, without regaré to the time the tax
accrued,

NEW SECTION. Section 90. coordination instruction. If
House Bill No. 16 is passed and approved, the appropriation
in [section 86(1)] is reduced bj the amount of money
appropriated in House Bill No. 16.

-End-
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State of Montana
o : ®ffice of the Gourernor
e ﬁ Helena, Montana 39620
T~ 406-444-3111
STAN STEPHENS

GOVERNOR

June 30, 1989

The Honorable Jack Galt
President of the Senate
Capitol Station

Helena, MT 59620

The Honorable John Vincent
Speaker of the House
Capitol Station

Helena, MT 59620

Dear President Galt and Speaker Vincent:

In accordance with the power vested in me as Governor by the
Constitution and laws of the State of Montana, I hereby veto the
adoption of Senate Bill 26, "AN ACT TO GENERALLY REVISE PUBLIC
SCHOOL FUNDING AND RELATED TAXATION LAWS; TO ELIMINATE THE
PRESENT ELEMENTARY AND HIGH SCHOOL PERMISSIVE LEVIES; TO PROVIDE
FOR PHASED-IN EQUALIZATION AID FOR RETIREMENT BEGINNING IN FISCAL
YEAR 1992; TO ELIMINATE THE COUNTY RETIREMENT LEVY AND PROVIDE
FULL EQUALIZATION SUPPORT OF EACH DISTRICT'S RETIREMENT FUND
EXPENDITURES BEGINNING IN FISCAL YEAR 1994; TO INCLUDE
COMPREHENSIVE INSURANCE COSTS IN THE GENERAL FUND BUDGET OF
SCHOOL DISTRICTS; TO ADJUST THE FOUNDATION PROGRAM SCHEDULES FOR
SCHOOL FISCAL YEAR 1991 AND SUCCEEDING YEARS; TO LIMIT, WITH
CERTAIN EXCEPTIONS, THE MAXIMUM GENERAL FUND BUDGET OF A
DISTRICT TO 121 PERCENT QF THE COMBINED FOUNDATION PROGRAM AND
RETIREMENT FUND AMOUNTS FOR THE DISTRICT; TO FURTHER LIMIT THE
GENERAL FUND RESERVE OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE
NUMBER OF PUPIL-INSTRUCTION DAYS FOR WHICH FOUNDATION PROGRAM
SUPPORT MAY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE
EQUALIZATION AID IN MONTHLY PAYMENTS; TC INCREASE THE GENERAL
BONUS PAYMENTS FOR ENLARGED DISTRICTS; TO REQUIRE SCHOOL
DISTRICTS TO USE GENERALLY ACCEPTED ACCOUNTING PRINCIPLES; TO
PROVIDE FUNDING FOR A TELECOMMUNICATIONS NETWORK FOR EDUCATION;
TO PROVIDE FOR A LEGISLATIVE OVERSIGHT COMMITTEE ON SCHOOL
FUNDING IMPLEMENTATION TO DIRECT STUDIES ON FURTHER EQUALIZATION
OF TRANSPORTATION, CAPITAL EXPENDITURES, AND RETIREMENT AND TO
PERFORM OTHER DUTIES; TO REALLOCATE LOTTERY REVENUE FROM
RETIREMENT EQUALIZATION TO STATE EQUALIZATION AID; TO IMPOSE A
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45-MILL STATEWIDE LEVY IN SUPPORT OF STATE EQUALIZATION AID; TO
INCREASE THE COUNTY ELEMENTARY LEVY FROM 28 MILLS TO 34 MILLS AND
THE COUNTY HIGH SCHOOL LEVY FROM 17 MILLS TO 21 MILLS; TO EXCLUDE
ALL SCHOOL LEVIES FROM THE PROPERTY TAX LIMITATIONS OF
INITIATIVE MEASURE NO. 105; TO IMPOSE A FLAT TAX RATE ON COAL
GROSS PROCEEDS; TO ELIMINATE TAXATION OF NET PROCEEDS OF QIL AND
GAS ON OTHER THAN INTERIM PRODUCTION AND NEW PRODUCTION; TO
ESTABLISH A LOCAL GOVERNMENT SEVERANCE TAX 1IN LIEU OF A TAX ON
NET PROCEEDS ON THE PRODUCTION OF OIL AND GAS OTHER THAN INTERIM
PRODUCTION AND NEW PRODUCTION; TO PROVIDE FOR A 1-YEAR DELAY IN
THE PAYMENT OF LOCAL GOVERNMENT SEVERANCE TAX ON OIL AND GAS; TO
ALLOCATE THE PROCEEDS OF THE LCCAL GOVERNMENT SEVERANCE TAX ON
OIL AND GAS IN THE SAME MANNER AS PROPERTY TAXES ARE DISTRIBUTED;
TC CONTINUE THE 10 PERCENT PERSONAL INCOME SURTAX; TO INCREASE
THE ALLOCATION OF PERSCNAL INCOME TAX PROCEEDS TO STATE
EQUALIZATION AID; TO REALLOCATE COAL SEVERANCE TAX PROCEEDS AND
INCREASE THE ALLOCATION TO STATE QUALIZATION AID; TC STATUTORILY
APPROPRIATE ALL REVENUE ALLOCATED BY LAW TO COUNTY AND STATE
EQUALIZATION; TO PROVIDE VARIOUS APPROPRIATIONS; AMENDING
SECTIONS 2-7-504, 7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524,
7-14-2525, 7-16-2327, 15-1-501, 15-6-132, 15-10-402, 15-10-412,
15-23-602, 15-23-603, 15-23-605, 15-23-607, 15-23-703, 15-30-108,
15-35-108, 15-36~101, 15-36-102, 15-36-105, 15-36-112, 15-36-121,
17-3~213, 17-7-502, 20-3~106, 20-3-205, 20-3-324, 20-3-331,
20-5-305, 20~5-312, 20-6-401, 20-6-506, 20-6-603, 20-6-608,
20-7-414, 20-7-422, 20-7-431, 20-9-104, 20-9-141, 20-9-201,
20-9-212, 20-9-213, 20-9-301, 20-9-303, 20-9-311, 20-9-312,
20-9-315, 20-9-318 THROUGH 20-9-322, 20-9-331, 20-9-333,
20-9-343, 20-9-344, 20-9-346, 20-9-347, 20-9-351, 20-9-353
20-9-501, 20-10-144, 23-5-1027, 90-6-309, AND 90-6-402, MCA;
REPEALING SECTIONS 15-23-604, 15-23-615, 15-23-616, 20-9-105, 20-
9-352, 20-9~-531, AND 20-9-532, MCA, AND SECTION 12, CHAPTER 666,
LAWS OF 1987; AND PROVIDING EFFECTIVE DATES AND APPLICABILITY
DATES." for the following reasons.

On three previous occasions I advised the legislature that a
bill that does not have an ongoing permanent revenue source, and
sufficient revenue to pay for the cost of the legislation would
not be accepted. The legislature cannot increase taxes today and
force tax increases on Montana citizens in the future by spending
money the legislature does not have. Senate Bill 26, even by
the admission of the sponsor, places Montana in an unbalanced
fiscal position.

Senate Bill 26 is irresponsible legislation. The
legislature avoided its duty by approving a funding system that
punishes the Montana taxpayer and is seriously flawed because of
excessive spending allowed by very liberal spending caps in the
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bill.

I veto Senate Bill 26 for the reasons that include the
following:

-it retrcactively imposes a major 10% income tax increase on
Montanans.

-in addition, taxes for Montanans would skyrocket with the
equivalent of another 30% income tax surcharge and/or major
increases 1in property taxes to cover the future costs
mandated by this legislation.

-it irresponsibly commits the state to more spending than
current ongoing revenue sources will allow. A revenue
shortfall in excess of $100 million begins to accumulate in
1991 and undeniably grows unless more massive taxX increases
are enacted.

If the legislature cannot define what is the present and
future effect of Senate Bill 26, then I will. The bill subjects
our citizens to undisputed massive tax increases, incurs unfunded
future obligations and jeopardizes the future of our children's
education through instability in funding. This legislation is an
irresponsible attempt tc meet the Montana Supreme Court decision.

I exercise this veto of SB 26 with the welfare of the entire
state in mind. I direct the legislature to continue working
toward an acceptable, balanced, fiscally prudent school
equalization plan that addresses the ccurt mandate.

STAN STEPHENS
Governor





