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A BILL FOR AN ACT ENTITLED: “AN ACT LIMITING THE PERCENTAGE
OF PUBLIC LAW 81-874 MONEY IN THE UNRESERVED FUND BALANCE
THAT MAY BE CONSIDERED AN EXCESS AMOUNT TO THE GREATER QF
THE AVERAGE OF THE 3 PREVIOUS YEBARS' RATIO OF PUBLIC LAW
81-8;4 MONEY RECEIVED TO THE TOTAL DISTRICT GENERAL FUND
REVENUE RECEIVED OR THE PREVIOUS YEAR'S RATIO OF PUBLIC LAW
81-874 MONEY RECEIVED TO THE TOTAL DISTRICT GENERAL FUND
REVENUE RECEIVED; REQUIRING THE SUPERINTENDENT OF PUBLIC

INSTRUCTION TO REQUEST AN OPINION FROM THE U.S. DEPARTMENT

OF EDUCATION; AMENDING SECTION 20-9-104, MCA; AND PROVIDING

EFFECTIVE DATES."

WHEREAS, it is the intent of the Legislature to comply
with Article II, section 4, and Article X, section 1, of the
Montana Constitution without violating section 5(d){l) of
the Impact Aid Law, 20 U.S.C. 240{d})(1).

THEREFORE, the Legislature finds that it is reasonable
and appropriate to limit the percentage of Public Law 81-874
funds in the unreserved fund balance that may be considered
an excess amount if the Superintendent of Public Instruction

receives written approval from the U.S. Department of

@m lapitiatve Cotncl

Education.

w @ O~

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

25

LC 1195/01

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Saction 1. Section 20-9-104, MCA, is amended to read:

"20-9-104. (Temporary) General fund operating reserve.
(1) At the end of each school Eiscal year, the trustees of
each district shall designate the portion of the general
fund end-of-the-year fund balance that is to be earmarked as
operating reserve for the purpose of paying general €£und
warrants issued by the district from July 1 to November 30
of the'ensuing school fiscal year. Except as provided in
subsections (5) through (7)., the amount of the general fund
balance that isa earmarked as operating reserve may not
exceed 10% of the final general fund budget for the ensuing
school fiscal year.

{2) The amount held as operating reserve may not be
used for property tax reduction in the manner permitted by
20-9-141(1)(b) for other receipts.

{3) Excess reserves as provided in subsection (5) may
be appropriated to reduce-the-permissive-ievy-provided-by
20-9-1d45-er-ta;

{a) reduce the voted levy provided by 20-9-353; or

{(b) reduce the permissive levy provided by 20-9-145

unless use of Public Law B1-874 money has the effect of

reducing state aid.

{4) Any portion of the general fund end-of-the-year
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fund balance that is not reserved under subsection (2) or
reappropriated under subsection (3} is Eund balance
reappropriated and must be used for property tax reduction
as provided in 20-9-141(l)(b){iii).

(5) For fiscal year 1994 and subsequent fiscal vyears,
the 1limitation of subsection (1) does not apply when the
amount in excess of the limitation is equal to or less than
cne or more of the following:

{a} any amount received under Public Law 81-874;

{b) the unused balance of any amount received:

{i} in settlement of tax payments protested in a prior
school fiscal year;

(ii) in taxes from a prior school fiscal year as a
result of a tax audit by the department of revenue or its
agents; and

{iiil) in delinguent taxes from a prior school fiscal
year; or

{c) any amcunt received as a general bonus payment
under 20-6-401.

(6) The limitation of subsection (1) does not apply
when the amount earmarked as operating reserve is $10,000 aor
less.

{7) For fiscal year 1993, the limitation of subsection
(1) does not apply when the amount in excess of the

limitation is equal to or less than the amounts jidentified

-3~

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24

25

LC 1195/01

by a school district as one or more of the following:

{(a) any amount received under Public Law 81-874;

{b) the unused balance of any amount received:

(i) in settlement of tax payments protested in a prior
school fiscal year;

(ii) in taxes from a prier school fiscal year as a
regsult of a tax audit by the department of revenue or its
agents; and

(iii) in delinquent taxes from a prior school fiscal
year; or

(c) any amount received as a general bonus payment
under 20-6-401,

20-9-104. (Effective on occurrence of contingency)
General fund operating reserve. (1) At the end of each
school fiscal year, the trustees of each district shall
designate the portion of the general fund end-of-the-year
fund balance that 1is to be earmarked as operating reserve
for the purpcse of paying general fund warrants issued by
the district from July 1 to November 30 of the ensuing
school fiscal year. Except as provided in subsections (5)
through {7), the amount of the general fund balance that is
earmarked as operating reserve may not exceed 10% of the
final general fund budget for the ensuing school fiscal
year.

(2) The amount held as operating reserve may not be

_4_
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used for property tax reduction in the manner permitted by
20-9-141(1)(b) for other receipts.

(3) Any unreserved fund balance that is equal to or
less than the prior year's excess reserves as provided in
subsection (5) may be used to reduce--the--permissive--ievy
provided-by-20-9-145-or-to:

{a) reduce the voted levy provided by 20-9-353; or

(b} reduce the permissive levy provided by 20-9-145

unless use of Public Law 81-874 money has the effect of

reducing state aid.

{4) Any portion of the general fund end-of-the-year
fund balance that is not reserved under subsection (2) or
reappropriated under subsection (3) is fund balance
reappropriated and must be used for property tax reduction
as provided in 20-9-141(1){(b)(iii).

(5) For fiscal vyear 1994 and subsequent fiscal years,
the limitation of subsection (1) does not apply when the
amount in excess of the limitarion is egual to or less than
cne or more of the following:

(a) any amount received under Public Law B1-874 in the
current school fiscal year;

(b) the unused balance of any amount received:

(1) in settlement of tax payments protested in a prior
achool fiscal year;

{(ii) in taxes from a prior school fiscal year as a
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result of a tax audit by the department of revenue or its
agents; and

(iii) in delinguent taxes from a prior school fiscal
year; or

(¢) any amount received as a general bonus payment
under 20-6-401.

(6) The limitation of subsecticn (1) does not apply
when the amount earmarked as operating reserve is $10,000 or
less.

(7) (a) A district that received Public Law Bl1-874
money in a prior year and that must reduce 1its operating
reserve to 10% pursuant to this section in the next school
tiscal year may consider a percentage of the unreserved fund
balance to be an excess amount as provided in subsection
(5}.

(b) The percentage of unreserved fund balance that may
be considered an excess amount is the greater of:

(i) the average of the 3 previous vyears' ratio of

Public Law 81-874 money received to the total district

general fund revenue to-Pubiic-bhaw-83-f74-money received; or

{(ii) the previous vear's ratio of Public Law 81-874

money received to the total district general fund revenue

received.”

NEW SECTION. $Section 2. Superintendent to request

apinion. Within 30 days of [the effective date of this
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gection], the superintendent of public instruction shall
request an opinion from the U.S. department of education as
to whether [section 1) complies with federal law for the use

of Public Law 81-874 funds.

NEW SECTION. Section 3. Effective date -- contingent
effective date. (1) (Section 2] is effective on passage and
approval.

{2) [Section 1] is effective on the date that the
superintendent of public instruction certifies to the
governor that written approval of ([section 1} has been
received from the U.S. department of education and applies
to the school fiscal year beginning July 1, 1994.

-End-



STATE OF MONTANA - FPISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB0459, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act limiting the percentage of Public Law 81-874 money in the unreserved fund balance that may be considered an excess
amount te the greater of the average of the 3 previous years’ ratio of Public Law 81-874 money received to the total
district general fund revenue received or the previous year‘s ratio of Public Law 81-874 money received to the total

district general fund revenue received; requiring the state superintendent of public instruction to request an copinion from
the U.S5. department of education.

ASSUMPTIONS :

1. The PL 81-874 money received each year is the same as FY3%2.

2, Digtrict general fund revenues are the same each year as FY 92,

3. The current year ratio of PL 81-874 revenue received to total general fund revenues received is always higher than the
three-year average ratio.

4. School districts will reserve the ending fund balance in the same proportion as the current year ratio of PL 81-874
revenues to total general fund revenues. The remainder will be reappropriated to lower permigsive tax levies.

S. The same school districts will be eligible for guaranteed tax base aid in FY 94 and FY 95 as in FY92.

6.

The Office of Public Instruction estimates if the districts were reguired to calculate a percentage of PL 81-874 monies

in the general fund balance as provided in this bill, Btate gquaranteed tax base aid payments would decrease by $379, 000
per year.

FISCAL IMPACT: State GTB costs would be reduced $379,000 per year.

TE

1.

ICAL NOTES:

The temporary language in Section 1 and the language "effective on occurrence of contingency" become effective at the
game time.

References to PL 874 receipts in the "previous school year" should be replaced with "current school year" because the
regserve ig set at the end of the current school year.

WimE Boharsfi
p@% j&»{ 2173 J-/-73

DAVID LEWIS, BUDGET DIRECTOR DATE BILL BOHARSKI, PRIMARY SPONSOR DATE
Office of Budget and Program Planning Fiscal Note for HBQ4 as introduced

HBYS?
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APPROVED BY COMM. ON EDUCATION
AND CULTURAL RESOURCES

HOUSE RAILL NO, 459

INTRODUCED BY BOHARSKI, PECK

A BILL FCR AN ACT ENTITLED: "AN ACT LIMITING THE PERCENTAGE
OF PUBLIC LAW 81-874 MONEY IN THE UNRESERVED FUND BALANCE
THAT MAY BE CONSIDERED AN EXCESS AMOUNT TO THE GREATER OF

THE AVERAGE OF THE 3 CURRENT YEAR AND THE 2 PREVIOUS YEARS'

RATIO OF PUBLIC LAW 81-874 MONEY RECEIVED TO THE TOTAL
DISTRICT GENERAL FUND REVENUE RECEIVED OR THE PREVIGUS
CURRENT YEAR'S RATIO OF PUBLIC LAW B1-874 MONEY RECEIVED TO
THE TOTAL DISTRICT GENERAL FUND REVENUE RECEIVED; REQUIRING
THE SUPERINTENDENT OF PUBLIC INSTRUCTION TO REQUEST AN
CPINIOHN FROM TEE U.S. DEPARTMENT OF EDUCATION; AMENDING

SECTION 20-9-104, MCA; AND PROVIDING EFFECTIVE DATES."

WHEREAS, it is the intent of the Legislature to comply
with Article II, section 4, and Article X, section 1, of the
Montana Constitution without violating section 5(d)(l) of
the Impact Aid Law, 20 U.S.C. 240(4)(1).

THEREFORE, the Legislature finds that it is reasonable
and appropriate to limit the percentage of Public Law 81-874
funds in the unreserved fund balance that may be considered
an excess amount if the Superintendent of Public Instruction
receives written approval from the U.S. Department of

Education.
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 20-9-104, MCA, is amended to read:
"20-9-104. (Temporary) General fund operating reserve.

{1) At the end of each school fiscal year, the trustees of
each district shall designate the portion of the general
fund end-of-the-year fund balance that is to be earmarked as
operating reserve for the purpcse of paying general £fund
warrants issued by the district from July 1 to November 30
of the ensuing school fiscal year. Except as provided in
subsections (5) threugh--t¥y AND (6), the amount of the
general fund balance that is earmarked as operating reserve
may not exceed 10% of the final general fund budget for the
ensuing school fiscal year.

({2) The amount held as operating reserve may not be
used for property tax reduction in the manner permitted by
20-9-141(1}){b) for other receipts.

(3) Excess reserves as provided in subsection (5) may
be appropriated to reduce-the-permissive-ievy-provided-by
20-9-:45-or-to:

{a}) reduce the voted levy provided by 20-9-353; or

{b)} reduce the permissive levy provided by 20-5-145

unless use of Public Law 81-874 money has the effect of

reducing state aid.

(4) Any porticn of the general fund end-of-the-year

-2- HB 45%
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fund balance that 1is not reserved under subsection (2} or
reappropriated under subsection (3) is fund balance
reappropriated and must be used for property tax reduction
as provided in 20-9-141(1)(b){1ii).

(5) Por-fiscai-year-1994-and-subsequent--fiscat--yearasy
the THE limitation of subsection (1) does not apply when the
amount in excess of the limitation is egqual to or less than
one or more of the following:

{a) any amcunt received under Public Law Bl1-B74:

{b) the unused balance of any amount received:

{i} in settlement of tax payments protested in a prior
school fiscal year;

{ii) in taxes from a prior school fiscal year as a
result of a tax audit by the department of revenue or its
agents; and

{iii) in delinguent taxes from a prior school fiscal
year; or

(c) any amount received as a general bonus payment
under 20-6-401.

(6) The limitation of subsection (1) does not apply
when the amount earmarked as operating reserve is §10,000 or
less.

{#y-—-Por-fiscai-year-1993,-the-iimittation-of-—-subsection

- t1)--doen--not--apply--when-——the--ameunt--in--excess-—af-the

timitation-is-equat-to-or-tess-chan-the--amounta--identified

_3- HB 459
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by-a-scheoi-district—as-one-or-more-of-the—£follewing:
tay-—any-amount-received-under-Pubitic-baw-81-874+
tbi-~the-unnsed-batance-sf-any-amount-received:
ti}--in--settiement-of-tax-payments-protested-in-a-prieor
schoot-fiscai-year;
tit¥-in-taxes-from-a--prior--scheoi--fiscal--year--as--a
resntr-—of-—a--tax-audit-by-the-deparement-of-revenge—-or—-its
egentsy;-and
titity-in-detinquent-taxes-from--a--prisr--schosi--£fiscal
years-or
tey-—any-——amount--received--as--a--generai-bonus-payment
under-26-6-46%<
20-9-104. (Bffective on occurrence of contingency)
General fund operating reserve. (1) At the end of each
school fiscal year, the trustees of each district shall
designate the portion of the general fund end-of-the-year
fund balance that is to be earmarked as operating 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. Except as provided in subsections {5)
through (7), the amount of the general fund balance that |is
earmarked as operating reserve may not exceed 10% of the
final general fund budget for the ensuing school fiscal
year.

{2} The amount held as operating reserve may not be

-4- HB 4S9
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used for property tax reduction in the manner permitted by
20-9-141(1)(b) for other receipts.

(3) Any unreserved fund balance that is equal to or
less than the prior year's excess reserves as provided in
subsection (5) may be wused to reduce-the-pesrminsive-ievy
provided-by-20-9-145-6r-ta:

{a} reduce the voted levy provided by 20-9-353; or

(b) reduce the permissive levy provided by 20-9-145

unless use of Public Law B81-874 money has the effect of

reducing state aid,

{4) Any portion of the general fund end-cf-the-year
fund balance that is not reserved under subsection (2) or
reappropriated under subsection (3) is fund balance
reappropriated and must be used for property tax reduction
as provided in 20-5-141(1)(b)(iii).

(5) Per-fiscal-year-1994-and-subseguent--fiscat--yearss
the THE limitation of subsection (1)} does not apply when the
amount in excess of the limitation is egual to or less than
one or more of the following:

(a) any amount received under Public Law 81-874 in the
current school fiscal year;

{b) the unused balance of any amount received:

{i} in settlement of tax payments protested in a prior
school fiscal year:

(ii) in taxes from a prior school fiscal year as a

-5 HB 459
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result of a tax audit by the department of revenue or its
agents; and

{iii) in delinguent taxes from a prior schoel fiscal
year; or

(c) any amount received as a general bonus payment
under 20-6-401.

(6) The limitation of subsection (1) does not apply
when the amount earmarked as operating reserve is $10,000 or
less.

(7) {a) A district that received Public Law B81-874

meney in THE CURRENT YEAR OR IN a prior year and--that--must

reduce-its—-operating-reserve-to-18%-pursvant-te-this-section
in--the-next-schooi-fiscat-year may consider a percentage of
the unreserved fund balance to be an excess amount as
provided in subsection (5).

(b} The percentage of unreserved fund balance that may
be considered an excess amount is the greater of:

(i) the average of the 3 CURRENT YEAR AND THE 2

previous years' ratio of Public Law 81-874 money received to

the total district general fund revenue to-Pubiic-haw-A1-834

money received; or

(ii) the previous CURRENT year's ratio of Public Law

81-874 money received to the total district general fund

revenue received."

NEW SECTION. Section 2, Superintendent to request

-5~ HB 459
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opinion. Within 30 days of [the effective date of this
section}, the superintendent of public instruction shall
request an opinion from the U.S. department of education as
to whether [section 1) complies with federal law for the use

of Public Law 81-874 funds.

NEW SECTION. Section 3. Effective date -- contingent
effective date. (1} [Secticn 2] is effective on passage and
approval.

(2) [Section 1] is effective on the date that the
superintendent of public instruction certifies to the
governor that written approval of [section 1) has been
received from the U.S., department of education and applies

to the school fiscal year beginning-duiy-ir-3954 ENDING JUNE
30, 19§3.

-End-
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