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INTRODUCED B

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE COLLECTION AND TRANSMISSION
OF STATEAND COUNTY REVENUE FORPUBLIC SCHOOL DISTRICTS; TRANSFERRING THE SUPERVISION
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OF SCHOOL FINANCIAL AND BUDGETING ADMINISTRATION FROM THE SUPERINTENDENT OF PUBLIC
INSTRUCTION TO THE DEPARTMENT OF ADMINISTRATION; ELIMINATING THE STATE EQUALIZATION

8  AID ACCOUNT AND CERTAIN DEDICATED REVENUE FOR SCHOOL FUNDING; COMBINING THE 33-MILL

9 COUNTY EQUALIZATION LEVY FOR ELEMENTARY SCHOOL DISTRICTS AND THE 22-MILL COUNTY
10  EQUALIZATION LEVY FOR HIGH SCHOOL DISTRICTS INTO A 55-MILL COUNTY EQUALIZATION LEVY
1 FOR SCHOOLS; TRANSFERRING TO THE STATE TREASURER CERTAIN FUNCTIONS OF THE STATE
12  AUDITCR CONCERNING FEDERAL LAND PAYMENTS; AMENDING SECTIONS 2-7-503, 2-7-514,
13 15-16-802, 15-24-102, 15-24-1402, 15-24-1703, 15-24-1802, 15-24-1902, 15-24-2002, 15-35-108,
14 17-3-211,17-3-212,17-3-214,17-5-704,17-7-301, 17-7-502, 20-1-301, 20—3-1 06, 20-3-205, 20-3-209,
15  20-3-324,20-5-316,20-5-324,20-6-702, 20-7-420,20-8-102, 20-9-103, 20-9-121, 20-9-134, 20-9-163,
16 20-9-165,20-9-166,20-9-201,20-9-202, 20-3-203, 20-9-211, 20-9-212,20-9-213, 20-3-306, 20-9-307,
17  20-9-308,20-9-331,20-9-332, 20-9-334,20-9-335,20-9-342, 20-9-343, 20-9-344, 20-9-346, 20-9-347,
18 20-9-351, 20-2-360, 20-9-361, 20-9-369, 20-9-501, 20-9-506, 20-9-805, 20-10-112, 20-10-143,
19  20-10-145, 23-7-202, 23-7-402, 77-1-507, 90-6-201, 90-6-212, 90-6-309, AND 90-6-403, MCA;
20  REPEALING SECTION 20-8-333, MCA; AND PROVIDING A DELAYED EFFECTIVE DATE."

21
22 STATEMENT OF INTENT
23 A statement of intent is necessary because this bill transfers the supervision of school financial and

24 budgeting administration from the superintendent of public instruction to the department of administration,
25 including rulemaking authority for school financial provisions in 20-9-102. It is the intent of the legisiature
26 that the department of administration adopt rules that are substantially similar to the existing rules for the
27 financial accounting of school funds.

28

29  BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

30
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Section 1. Section 2-7-503, MCA, is amended to read:

"2-7-503. Financial reports and audits of local government entities. (1) The governing body or
managing or executive ofticer of a local government entity, other than a school district or associated
cooperative, shall ensure that a financial report is made every each year. A school district or associated
cooperative shall comply with the provisions of 20-9-213. The financial report must cover the preceding
fiscal year, be in a form prescribed by the department, and be compieted within 4 months of the end of the
reporting period. The local government entity shall submit the financial report to the department for review.

(2) The department shall prescribe a uniform reperting system for all local government entities
subject to financial reporting requirements, other than school districts. The superirtendent—of-public

instraetieon department of administration shall prescribe the reporting reguirements for school districts.

{3} {a) The governing body or managing or executive officer of each local government entity
receiving revenues or financia! assistance in the period covered by the financial report in excess of
$200,000 or federal financial assistance in excess of $25,000 shall cause an audit to be made at least
every 2 years. The audit must cover the entity’s preceding 2 fiscal years. The audit must cammence within
9 months from the close of the last fiscal year of the audit period. The audit must be completed and
submitted to the department for review within 1 year from the close of the last fiscal year covered by the
audit.

{b) The governing hody or managing or executive officer of a local government entity that does not
meet the criteria established in subsection (3){a) shall at least once every 4 vyears, if directed by the
department, or, in the case of a school district, if directed by the department at the request of the

superintendent-of-puble-tnstraetion department of administration, cause a financial review, as defined by

department ruie, 10 be conducted of the financial statements of the entity for the preceding fiscal year.

{4) An audit conducted in accardance with this part is in lieu of any financial or financial and
compliance audit of an individual financial assistance program that a focal government is required to
conduct under any other state or federal law or regutation. If an audit conducted pursuant to this part
provides a state agency with the information that it requires to carry out its responsibilities under state or
federal law or regulation, the state agency shall rely upon and use that information to plan and conduct its
own audits or reviews in order to avoid a duplication of effort.

{b) in addition to the audits required by this section, the department may at any time conduct or

cantract for a special audit or review of the affairs of any local government entity referred to in this part.

.2
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The special audit or review must, to the extent practicable, build upon audits performed pursuant ta this
part.

(6) The fee tor the special audit or review must be a charge based upon the costs incurred by the
department in relation to the special audit or review. The audit fee must be paid by the local government

entity to the state treasurer and deposited in the enterprise fund to the credit of the department.”

Section 2. Section 2-7-514, MCA, is amended to read:
"2-7-b14. Filing of audit report and financial report. {1) Completed audit reports must be filed with

the department. Completed financial reports must be filed with the department as provided in 2-7-503(1).

The state-superiftendeniofpublic-instruction department of administration shall file with the department

a list of school districts subject to audit under 2-7-503(3). The list must be filed with the department within

6 months after the close of the fiscal year.

(2) At the time that the financial report is filed or, in the case of a school district, when the audit
report is filed with the department, the local government entity shall pay to the department a filing fee. The
department shall charge a filing fee to any local government entity required to have an audit under 2-7-503,
which fee must be based upon the costs incurred by the department in the administration of this part.
Notwithstanding the provisions of 20-9-343, the filing fees for schaool districts required by this section must
be paid by the seperintendentoi-puble-itrstruetior department of administration #rem-the-state eguakzation

ard-aceount. The department shall adopt the fee schedule by rule based upon the local government entities’

revenue amounts,

(3) Copies of the completed audit and financial reports must be made available by the department
and the local government entity for public inspection during regular office haurs.

(4) The department is autharized under this part to charge a surcharge on the filing fee to generate
the necessary revenue to repay the general fund loan over a 5-year period. (Subsection {4) terminates June

30, 1997--sec. 31, Ch. 489, L. 1991.)"

Section 3. Section 15-16-802, MCA, is amended to read:
"156-16-802. Suspension of certain state taxes. (1) Delinquent taxes, penalties, and interest for
texable tax years prior to 1988 are suspended for 36 months from May 22, 1989, for an airline

incorporated in Montana that has filed for chapter 11 bankruptcy before May 22, 1989.
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(2} The tax suspension provided by this section applies to property taxes levied under Title 15,
chapter 10, and 20-9-331;-ard-20-8-333.
{3) The repayment of ail delinquent taxes, penalties, and interest suspended under subsection (1)

must be included in the chapter 11 bankruptey reorganization plan of the airline.”

Section 4. Section 15-24-102, MCA, is amended to read:

"15-24-102. Valuation of interstate fleets -- determination of aggregate tax due -- exemption from
mill levies. The department of revenue shall assess the taxable vehicles of any interstate motor vehicle fleet
making application for proportional registration, as follows:

(1) The purchase price of the taxable vehicles depreciated by a schedule as prescribed by the
department determines the depreciated value.

{2) The depreciated value multiplied by the percent of miles traveled in Montana, as prescribed by
61-3-721, is the market value.

{3} The sum of the market value ot all taxable vehicies inctuded in the fleet multiplied by 9% is the
taxable value for the entire fleet as provided in 15-6-138.

(4} To determine the amount of tax due, the taxable value of the entire fleet must be muitiplied by
the statewide average county mill lavy plus state levies as provided in 15-24-103.

{5) To determine the tax due under this chapter, state levies applicable to interstate motor vehicle
flaets include but are not limited to levies imposed under 15-10-101, 16-10-106, 20-9-331, 20-8-333,
20-9-360, and 53-2-813.

{6) All taxes and fees collected on motor vehicie fleets under this chapter must be deposited and

distributed as provided in 15-24-105."

Section 5. Section 15-24-1402, MCA, is amended to read:

"15-24-1402. New or expanding industry -- assessment -- notification. (1} In the first 5 vears after
a construction permit is issued, qualifying improvements or modernized processes that represent new
industry or expansion of an existing industry, as designated in the approving resolution, must be taxed at
50% of their taxable value. Each year thereafter, the percentage must be increased by equal percentages
until the full taxable value is attained in the 10th year. In subsequent years, the property must be taxed at

100% of its taxable value,

-4 -
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{2) (a) 1n order for a taxpayer to receive the tax benefits described in subsection {1), the governing
body of the atfected county or the incorporated city or town must have approved by separate resolution
for each project, following due notice as defined in 76-15-103 and a public hearing, the use of the schedule
provided for in subsection (1} for its respective jurisdiction. The governing body may not grant approval for
the project until all of the applicant’s taxes have been paid in tull. Taxes paid under protest do not preclude
approval.

{t) The governing body may end the tax benefits by majority vote at any time, but the tax benefits
may not be denied an industrial facility that previously gualified for the benefits.

{c) The resolution provided for in subsection {2){a) must include a definition of the improvements
or modernized processes that qualify for the tax treatment that is to be aliowed in the taxing jurisdiction.
The resolution may provide that real property other than land, personal property, improvements, or any
combination therest of property is eligible for the tax benefits described in subsection (1).

(3] The taxpayer shall apply to the department for the tax treatment allowed under subsection {1}.
The application by the taxpayer must first be approved by the governing body of the appropriate local
taxing jurisdiction, and the governing body shall indicate in its approval that the property of the applicant
qualifies for the tax treatment provided for in this section. Upon receipt of the form with the approval of
the governing bady of the affected taxing jurisdiction, the department shall make the assessment change
pursuant to this section.

(4} The tax benefit described in suhbsection (1) applies only to the number of mills levied and
assessed for local high school district and elementary school district purposes and to the number of mills
levied and assessed by the governing body approving the benefit over which the governing body has sole
discretion. The benefit described in subsection (1) may not apply to levies or assessments required under
Title 15, chapter 1Q, 20-9-331, 26-8-333; or 20-9-360 or otherwise required under state law.

{5) Prior to approving the resolution under this section, the governing body shall notify by certified

mail all taxing jurisdictions affected by the tax benefit.”

Section 6. Section 15-24-1703, MCA, is amended to read:
"15-24-1703. Application of suspension or cancellation. The suspension or canceilation of
delinquent property taxes pursuant to this part:

{1) applies to all mills levied in the county or otherwise required under state law, including levies

-5-
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or assessments required under Title 15, chapter 10, 20-9-331, 20-8-333; and 20-25-423;
{2) does not apply to assessments made against property for the payment of bonds issued pursuant

to Title 7, chapter 12."

Section 7. Section 15-24-1802, MCA, is amended to read:

"15-24-1802. Business incubator tax exemption -- procedure. (1) A business incubator owned or
leased and operated by a iocal economic development organization ts eligible for an exemption from
property taxes as provided in this section.

(2) In order to qualify for the tax exemption described in this section, the governing body of the
county, consolidated government, incorporated city or town, or school district in which the property is
located shall approve the tax exemption by resolution, after due notice, as defined in 76-15-103, and
hearing. The governing hody may approve or disapprove the tax exemption provided for in subsection {1).
If a tax exemption is approved, the governing bady shall do so by a separate resolution for each business
incubator in its respective jurisdiction, The governing body may not grant approval for the business
incubatar until all of the applicant’s taxes have been paid in full or, if the property is leased to a business
incubator, until all of the owner’s property taxes on that property have been paid in full. Taxes paid under
protest do not preclude approval. Prior to holding the hearing, the governing body shall determine that the
locai economic development organization:

(a} is a private nonprofit corporation as provided in Title 35, chapter 2, and is exempt from taxation
under section 501(c)(3} or 501(c}{6) of the Internal Revenue Code;

(b} is engaged in economic development and business assistance work in the area; and

(c} owns or leases and operates or will operate the business incubator.

(3} Upen receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section.

(4} The tax exemption described in subsection {1) applies only to the number of milis levied and
assessed by the governing body approving the exemption over which the governing body has sole
discretion. If the governing body of a county, consolidated government, or incorporated city or town
approves the exemption, the exemption applies to levies and assessments required under Title 15, chapter

10, or 20-9-331;~e~20-8-333 or otherwise required under state law."
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Section 8. Section 15-24-1902, MCA, is amended to read:

"15-24-1902. Industrial park tax exemption -- procedure -- termination. (1] An industrial park
owned and operated by a local economic development organization or a port authority is eligible for an
exemption from property taxes as provided in this section.

{2} In order to gualify for the tax exemption described in this section, the governing body of the
county, consolidated government, incorporated city or town, or schooi district in which the property is
located shall approve the tax exemption by resolution, after due notice, as defined in 76-15-103, and
hearing. The governing body may approve or disapprove the tax exemption provided for in subsection (1).
If a tax exemption is approved, the governing body shall do so by a separate resolution for each industriai
park in its respective jurisdiction. The governing body may not grant approval for the industrial park until
all of the applicant’s taxes have been paid in full. Taxes paid under protest do not preclude approval. Prior
to holding the hearing, the governing body shall determine that:

{a) the local economic development organization:

{iy is aprivate, nonprofit corporation as provided in Title 35, chapter 2, and is exempt from taxation
under section 501(c){3) or 5O 1{c){6) of the Internal Revenue Code;

(i) is engaged in economic development and business assistance work in the area; and

{iii) owns and operates or will own and operate the industrial development park; or

{b) the port authority legally exists under the provisions of 7-14-1101 or 7-14-1102.

{3) Upon receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section.

(4) The tax exemption described in subsection (1) applies oniy to the number of mills levied and
assessed by the governing body approving the exemption over which the governing body has sole
discretion. If the governing body of a county, consolidated government, or incorporated city or town
approves the exemption, the exemption applies to levies or assessments required under Title 15, chapter
10, or 20-9-331-e+20-8-333 or otherwise required under state law.

{5) if alocal economic development organizaticn sells, leases, or otherwise disposes of the exempt
property to a purchaser or lessee that is not a local economic development organization or a unit of federal,
state, or local government, the tax exemption provided in this section terminates. The termination of the
exemption applies January 1 of the texable tax year immediately following the sale, lease, or other

disposition of the property. Upon termination of the exemption, the property must be assessed as provided
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in 15-16-203."

Section 9. Section 15-24-2002, MCA, is amended to read:

"15-24-2002. Building and land tax exemption -- procedure -- termination. {1} A building and land
owned by a local economic development organization that the local economic development organization
intends to sell or lease to a profit-oriented, employment-stimulating business are eligible for an exemption
from property taxes as pravided in this section,

{2) In order to qualify for the tax exemption described in this section, the governing body of the
affected county, consolidated government, incbrporated city or town, or school district in which the
building and land are located shall approve the tax exemption by res. ‘_‘Jtion, after due notice, as defined
in 76-15-103, and hearing. The governing body may approve or disapprove the tax exemption provided for
in subsection {1). The governing body shali approve a tax exemption by a separate resolution. The
governing body may not grant approval for the building and land until all of the applicant’s taxes have been
paid in full. Taxes paid under protest do not preciude approval. Prior to holding the hearing, the governing
body shall determine that the local economic development organization:

{a) is a private, nonprofit corporation, as provided in Title 35, chapter 2, and is exempt from
taxation under section 501(c}(3) or 501{c)({6) of the Internal Revenue Code;

{b} is engaged in economic development and business assistance work in the area; and

{c) owns or will own the building and land.

{3) Upon receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section.

(4} The tax exemption described in subsection (1) applies only to the number of mills levied and
assessed by the governing body approving the exemption over which the governing body has sole
discretion. |f the governing body of a county, consoclidated government, or incorporated city or town
approves the exemption, the exemption applies to levies or assessments required under Title 15, chapter
10, or 20-9-331~e20-8-333 and other levies required under state law.

{6} When a local economic development organization sells, leases, or otherwise disposes of the
exempt property to a purchaser or lessee that is not a local economic development organization or a unit
ot federal, state, or local government, the tax exemption provided in this section terminates. The

termination of the exemption applies January 1 of the taxable tax year immediately following the sale,
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lease, or other disposition of the property. Upon termination of the exemption, the property must be

assessed as provided in 15-16-203."

Section 10. Section 15-35-108, MCA, is amended to read:
"15-35-108. (Temporary) Disposal of severance taxes. Severance taxes collected under this
chapter must, in accordance with the provisions of 15-1-501(6), be allocated as follows:

{1) Fe Fifty percent of the total coal severance tax collections musi be allocated to the trust fund

created by Article IX, section b, of the Montana constitution-503%-ef-totalcoalseverance-tax—celections.
The trust fund money must be deposited in the fund established under 17-6-203(8) and invested by the
board of investments as provided by law.

{2} Starting July 1, 1987, and ending June 30, 2003, 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 collections remaining after allocation to the trust fund under subsection (1)
are allocated in the following percentages of the remaining balance:

{a) 17% % 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 state-spectalrevenue general fund ferstate

{ehb) 1% to the state special revenue fund to the credit of the county land planning account;

tdic) 1% % to the credit of the renewable resource development bond fund;

{er{d) 0% to a nonexpendable trust fund for the purpose of parks acquisition or management.
income from this trust fund must be appropriated for the acquisition, development, operation, and
maintenance of any sites and areas described in 23-1-102.

H{e) 1% to the state special revenue fund to the credit of the state library 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;

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

HHag) 1% % to the debt service fund type to the credit of the renewable resource loan debt service
fund;

#{h] 2% to the state special revenue fund for the Montana Growth Through Agriculture Act;

.9.
@na Legisiative Council



54th Legislature LC0080.01

[ N (o N e B T2 B & - 7S B - B

—_— 2 s
L B S

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30

HHi) 1 2/3% to a nonexpendable trust fund for the purpose of protection of works of art in the
state capitol and for other cuitural and aesthetic projects. Income from this trust fund shalf must be
appropriated for protection of works of art in the state capito! and other cultural and aesthetic projects.

Hetti) beginning July 1, 1993, and ending June 30, 1995, 3 1/3% to a special revenue account to
be used by the department of fish, wildlife, and parks for the stabilization and preservation of historic and
cultural sites within the state park system; |

k) all other reventes revenue from severance taxes collected under the provisions of this chapter
to the credit of the general fund of the state. (Terminates June 30, 1995--sec. 4, Ch. 536, L. 1993.)

15-35-108. [(Effective July 1, 1995) Disposal of severance taxes. Severance taxes collected under
this chapter must, in accordance with the provisions of 15-1-501(6), be allocated as follows:

(1} Fe Fifty percent of the total coal severance tax collections must be allocated to the trust fund

created by Article IX, section 5, of the Montana constitution-B8%oftotal-coal-severance-tax—coHections.
The trust fund money must be deposited in the fund established under 17-6-203(6) and invested by the
board of investments as provided by law.

(2} Starting July 1, 1987, and ending June 30, 2003, 12% of coal severance tax colleétions are
allocated to the highway reconstruction trust fund account in the state special revenue fund.

{3) Coal severance tax collections remaining after allocation to the trust fund under subsection (1)
are allocated in the following percentages of the remaining balance:

{a) 17% % to the credil of the local impact account. Unencumbered funds remaining in the local

impact account at the end of each biennium are allocated to the state-speciarevenue general fund ferstate

{e}b) 1% to the state special revenue fund to the credit of the county land pianning account;

Hdic) 1% % to the credit of the renewable resource development bond fund;

teld) 3 1/3% to a nonexpendable trust fund for the purpose of parks acquisition or management.
IncomeT from this trust fund must be appropriated for the acquisition, development, operation, and
maintenance of any sites and areas described in 23-1-102.

+#e] 1% to the state special revenue fund to the credit of the state library commission for the
purposes of providing basic library services for the residents of alf counties through library federations and

for payment of the costs of participating in regional and national networking;

-10 -
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| +f) 1/2 of 1% to the state special revenue fund for conservation districts;

tAHgl 1% % to the debt service fund type to the credit of the renewable resource loan debt service
fund;

#({hi 2% to the state special revenue fund for the Montana Growth Through Agriculture Act;

H{i) 1 2/3% to a nonexpendable trust fund for the purpose of protection of works of art in the
state capitol and for other cultural and aesthetic projects. Income from this trust fund shal must be
appropriated for protection of works of art in the state capitol and other cultural and aesthetic projects.

Haii} all other revenaes revenue from severance taxes collected under the pravisions of this chapter
to the credit of the general fund of the state. (Terminates July 1, 2003--sec. 4, Ch. 191, L. 1991.)

16-35-108. (Effective July 1, 2003) Disposal of severance taxes. Severance taxes collected under
this chapter must, in accordance with the provisions of 15-1-501(6), be allocated as follows:

{1} Fe Fifty percent of the total coal severance tax collections must be allocated to the trust fund

created by Article IX, section 5, of the Montana constitution—66%ef tetal-coal-severancetax-ecoHtections.
The trust fund money must be deposited in the fund established under 17-6-203({6) and invested by the
board of investments as provided by law.

{2) Coal severance tax collections remaining after allocation to the trust fund under subsection (1)
are allocated in the following percentages of the remaining balance:

{a) 17% % 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 state-spectatrevenue general fund ferstate

teHb) 1% to the state special revenue fund to the credit of the county land planning account;

teh{c) 1'% % to the credit of the renewable resource development bond fung;

{eid) 3 1/3% to a nonexpendable trust fund for the purpose of parks acquisition or management.
Income from this trust fund must be appropriated for the acquisition, development, operation, and
maintenance of any sites and areas described in 23-1-102.

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

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

-11 -
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hig) 1% % to the debt service fund type to the credit of the renewable resource locan debt service
fund;

#Hh) 2% to the state special revenue fund for the Montana Growth Through Agriculture Act;

i) 1 2/3% to a nonexpendable trust fund for the purpose of protection of works of art in the
state capitol and for other cultural and aesthetic projects. Income from this trust fund shal must be
appropriated for protection of works of art in the state capitol and other cultural and aesthetic projects.

Ha{j) all other reverues revenue from severance taxes collected under the provisions of this chapter

to the credit of the general fund of the state.”

Section 11. Section 17-3-211, MCA, is amended to read:
"17-3-211. Forest reserve money. (1) The state treasurer, for the purpose of carrying out the

provisions of 16 U.S.C. 500; and all acts subsequent therete to those provisions, shall divide and distribute

all forest reserve mereys money received by the state therewrder, plus interest earned, to and among the

several counties entitled thereto 10 receive funds and pay the same funds to the several county treasurers

of sueh the counties within 30 days after receiving full payment of the same federal funds—as-directedby
the-stateauditor.
{(2) The forest reserve money shalt must be invested and all investment earnings credited to the

forest reserve account.”

Section 12. Section 17-3-212, MCA, is amended to read:

"17-3-212. Apportionment of forest reserve funds amang counties. The forest reserve funds and
earned interest are statutorily appropriated, as provided in 17-7-502, to the state agditer treasurer, who
shall apportion said the forest reserve funds and earned interest for allocation between the several eligible
counties as follows: all funds received from each forest reserve skall must be apportioned hetween the
counties in which edeh the forest reserve is situated in proportion to the acreage of sueh the forest reserve
in each county, and the state treasurer shall pay the several amounts se apportioned pius interest thereon,

as provided in 17-3-211, to the respective counties."

Section 13. Section 17-3-214, MCA, is amended to read:

"17-3-214. Correction of errors in apportionment. [n the event of any error e+efrers made in the
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1 apportionment or distribution of said the forest reserve funds, sdeh the error or errors shab must be
2 corrected by the state-acditerand state treasurer, equalizing future payments to the severat eligible counties

3 so that the total proportionate sum received by each eligible county shall-be is as fixed provided in

4 1732127

5

6 Section 14, Section 17-5-704, MCA, 15 amended 1o read:

7 "17-5-704. Investment of funds. Money in the coal severance tax bond fund, the coal severance

8 tax permanent fund, the coal severance tax income fund, and the coal severance tax school bond
9 contingency loan fund must be invested in accordance with the investment standards for coal severance

10 tax funds. Income and earnings from all funds are-statuteriy—appropriated —as—providedin-17-7-602—as
11 follows:

12 H—eSe—tethestate-equaizotenaid-secednt—ond

13 {21-8b% e must be deposited in the state general fund.”

14

15 Section 15, Section 17-7-301, MCA, is amended to read:

16 "17-7-301. Authorization to expend during first year of biennium from appropriation for second
17 year -- proposed supplemental appropriation defined -- limit on second-year expenditures. (1) A state

18 department, institution, or agency of the executive branch desiring authorization to make expenditures
19 during the first fiscal year of the biennium from appropriations for the second fiscal year of the biennium
20 shall submit a proposed suppiemental appropriation to the governor through the budget director. The
21 proposal submitted to the governor must include a plan for reducing expenditures in the second year of the
22 biennium that allows the agency to contain expenditures within appropriations. If the governor finds that,
23 due ta an unforeseen and unanticipated emergency, the amount actually appropriated for the first fiscal year
24 of the hiennium with all other income will be insufficient for the operation and maintenance of the
25 department, institution, or agency during the year for which the appropriation was made, the governor
26 shall, after careful study and examination of the request and upon review of the recommendation of the
27 budget director, submit the proposed supplemental appropriation to the legislative fiscal analyst.

28 {2) The plan for reducing expenditures required by subsection {1} is not required if the proposed
29 suppiemental appropriation is;

30 {a) due ta an unforeseen and unanticipated emergency for fire suppression;
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{b) requested by the superrtendent—oi publie—tRrstruction department of administration, in

accordance with the provisions of 20-9-351, and is to complete the state’s funding of guaranteed tax base
aid, transportation aid, or equalization aid to elementary and secondary schoois for the current biennium;
or

{c) requested by the attorney general and:

(i) is to pay the costs associated with litigation in which the department of justice must provide
representation to the state of Montana; or

(i} in accordance with the provisions of 7-32-2242, is to pay costs for which the department of
justice is responsible for confinement of an arrested person in a detention center.

{3) Uponreceipt of the recammendation of the legislative finance committee pursuantto 17-7-311,
the gevernor may authorize an expenditure during the first fiscal year of the biennium to be made from the
appropriation for the second fiscal year of the biennium. Except as provided in subsection {2}, the governor
shall require the agency to implement the plan for reducing expenditures in the second year of the biennium
that contains agency exbenditures within appropriations.

(4) The department, institution, or agency may expend the amount authorized by the governor only
for the purposes specified in the authorization.

(5) The governor shall report to the next legisiature in a special section of the budget the amounts
expended as a result of all authorizations granted by the governor and shall request that any necessary
supplemental appropriaticn bills be passed.

(6) As used in this part, "proposed supplemental appropriation” means an application for
authorization to make expenditures during the first fiscal year of the biennium from appropriations for the
second fiscal year of the biennium.

(7) {a) Except as provided in subsections (2) and {7}{b}, an agency may not make expenditures in
the second year of the biennium that, if carried on for the full year, will require a deficiency appropriation,
commonly referred to as a "supplemental appropriation”.

(b) An agency shall prepare and, to the extent feasible, implement a plan for reducing expenditures
in the second year of the biennium that contains agency expenditures within appropriations. The approving
authority is responsible for ensuring the implementation of the plan. if, in the second year of a biennium,
mandated expenditures that are required by state or federal law will cause an agency to exceed

appropriations or available funds, the agency shall reduce ali nonmandated expenditures pursuant to the
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plan in order to reduce to the greatest extent possible the expenditures in excess of appropriations or

funding. An agency may not transfer funds between fund types in order to implement a plan.”

Section 16. 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 effective, a statutory appropriation must comply
with both of the following provisions:

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

(h) 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; 2-17-105;
2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 15-23-706;
15-265-123;15-31-702; 15-36-112;15-37-117; 15-38-202; 15-65-121;15-70-101; 16-1-404; 16-1-410;
16-1-411:17-3-106;17-3-212;17-5-404; 17-5-424,;37-6-704:17-5-804,17-6-101; 17-6-201; 1 7-6-409;
17-7-304;18-11-112; 19-2-502; 19-6-709; 19-9-1007; 19-15-101; 19-17-301; 19-18-512; 19-18-513;
19-18-606;13-19-205;19-19-305; 19-19-5086; 20-4-109; 20-8-111; 20-9-361; 20-26-1403; 20-26-1503;
23-2-823; 23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-6%12; 23-5-631; 23-7-301; 23-7-402;
27-12-206; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 39-71-907; 39-71-2321; 39-71-2504;
44-12-208; 44-13-102; 50-5-232; 50-40-206; 53-6-150; 53-24-206; 60-2-220; 61-2-107; 67-3-205;
75-1-1101; 75-5-507; 75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 80-2-222; 80-4-416;

- 80-11-310; 81-5-111; 82-11-136; 82-11-161; 85-1-220; Bb-20-402; 90-3-301; 90-4-215; 90-6-331;

90-7-220; 90-9-306; and 90-14-107.

(4) Thereis a statutory appropriation to pay the pringipal, 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 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 the payments. (In subsection (3): pursuant to sec.
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7, Ch. 5687, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for
supplemental benefit; and pursuant to sec. 15, Ch. 534, L. 1993, the inclusion of 90-14-107 terminates

July 1, 1995.}"

Section 17. Section 20-1-3017, MCA, is amended to read:

"20-1-301. School fiscat year. The school fiscal year shat-begir begins on July 1 and erd ends
on June 30. At least 180 school days of pupil instruction shak must be conducted during each schoaol fiscal
year, except that 175 days of pupil instruction for graduating seniors may be sufficient as provided in
20-9-313, or unless a variance for kindergarten has been granted under 20-1-302 or a district is granted
a variance under the provisions of chapter 9, part B—efthis-title. Ferany |f an elementary or high school
district that fails to provide for at least 180 school days of pupil instruction, the superntendentofpubhe

nstruetion department of administration shall reduce the county equalization, as defined in 20-2-334, and

the state equalization, as defined in 20-9-343, for the district for that school year by 1/90th for each school

day less than 180 school days.”

Section 18. Section 20-3-1086, 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 of the state and shall perform the following

duties or acts in implementing and enforcing the provisions of this title:

{2+ issue, renew, or deny teacher certification and emergency authorizations of employment;

£3(2) negotiate reciprocal tuition agreements with other states in accordance with the provisions
of 20-5-314;

{44(3} serve on the teachers’ retirement board in accordance with the provisions of 2-15-1010;

{b}(4]) approve or disapprove the arders of a high school boundary commission in accordance with
the provisions of 20-6-311;

+61(b} approve or disapprove the opening ar reopening of a school in accordance with the
provisions of 20-6-502, 20-6-503, 20-6-504, or 20-6-505;

+£41{6) approve or disapprove school isolation within the limitations prescribed by 20-9-302;
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++34(7) 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;

+183(8) approve or disapprove an adult education program for which a district proposes 1o levy a

tax in accordance with the provisions of 20-7-705;

HA4{9) request, accept, deposit, and expend federal money in accordance with the provisions of
20-9-603;

+184(10) authorize the use of federal money for the support of an interlocal cooperative agreement
in accordance with the provisions of 20-9-703 and 20-9-704;

#8311} prescribe the form and contents of and approve or disapprove interstate contracts in
accordance with the provisions of 20-9-705;

£24(12) 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;
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£214{13) recommend standards of accreditation for all schools to the board of puhblic education and
evaluate compliance with the standards and recommend accreditation status of every each school to the
hoard of public education in accordance with the provisions of 20-7-101 and 20-7-102;

2414} 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;

{23115} establish and maintain a library of visual, aural, and other educational media in accordance
with the provisions of 20-7-201;

24+{16) license textbook dealers and initiate prosecution of textbook dealers violating the law in
accordance with the provisions of the textbooks part of this title;

{264{17) 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 provisions of 20-7-301;

+26+(18) supervise and coordinate the conduct of special education in the state in accordance with
the provisions of 20-7-403;

24(19] administer the traffic education program in accordance with the provisions of 20-7-502;

+28}(20) administer the school food services program in accordance with the provisions of
20-10-201, 20-10-202, and 20-10-203;

+284(21) review school buiiding plans and specifications in accordance with the provisions of
20-6-622;

+383(22) prescribe the method of identification and signals to be used by school safety patrols in
accordance with the provisions of 20-1-408;

+31(23) provide schools with information and technical assistance for compliance with the student
assessment rules provided foarin 20-2-121 and collect and summarize the results of the student assessment

for the board of public education and the legislature;

26-9-368; and

+334[24) perform any other duty prescribed from time to time by this title, any other act of the

legistature, or the policies of the board of public education.”

Section 19. Section 20-3-205, MCA, is amended to read:

"20-3-205. Powers and duties. The county superintendent has generai supervision of the schools
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of the county withih the Limitations prescribed by this title and 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 the 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 and transportation obligation submitted in accordance with the provisions
of 20-5-323 and 20-5-324,

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

(6) ciassify districts in accordance with the provisions of 20-6-201 and 20-5-301;

{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 under the provisions of this title regulating the arganization,
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 schoo! in accordance with the
provisions of 20-6-502, 20-6-503, 20-6-604, or 20-6-506;

{11) process and, when required, act on school isolation applications in accordance with the
provisions of 20-3-302;

{12) complete the budgets, compute the budgeted reverues revenue and tax levies, file final
budgets and budget amendments, and fulfill other responsibilities assigned under the provisions of this title
regulating school budgeting systems;

{13) submit an annual financial report to the superirterdent-ef-publie-instruetion department of
administration in accordance with the provisions of 20-9-211;

{14) monthly, unless otherwise provided by law, order the county treasurer to apportion state
money, county school money, and any other schoot money subject to apportionment in accordance with

the provisions of 20-9-212, 20-9-334, 20-2-347, 20-10-145, or 20-10-146;
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(15) act on any request to transfer average number belonging (ANB) in accordance with the
provisions of 20-9-313(3);

(16} calfculate the estimated budgeted general fund sources of revenue in accordance with the
general fund revenue provisions of the generai fund part of this title;

{17} compute the revenues revenue and the district and county levy requirements for each fund
inciuded in each district’s final budget and report 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 hbus driver certifications, transportation coniracts, and state transportation
reimbursement claims in accordance with the provisions of 20-10-103, 20-10-143, or 20-10-145;

(19) for districts that 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
under the provisions of 20-7-605 and otherwise comply with the textbook dealer provisions of this title;

{21) act on district requests to allocate federal money for indigent children for school food services
in accordance 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 paolicies of the board of regents relating to
community coliege 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 official acts, preserve all reports submitted to the superintendent under the
provisions of this title, preserve all books and instructional equipment or supplies, keep all documents
applicable to the administration of the office, and surrender all records, books, supplies, and equipment to
the next superintendent;

(25} within 90 days after the close of the school fiscal year, publish an annual report in the county
newspaper stating the following financial infarmation 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:
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(¢} the total expenditures that were made from each 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 membaers of the trustees from time to time at which matters for the good

of the districts must be discussed."

Section 2Q. Section 20-3-203, MCA, is amended to read:

"20-3-209. Annual report. The county superintendent of each county shall submit an annual repart
to the superntendentofpublie4nstraetion department of administration nat later than September 1. Sueh
The report shalt must be completed on the forms supplied by the superirtendentofpubhe—instruction

department of administration, which shall reqguire the reporting of:

(1} the final budget information for each district of the county, as prescribed by 20-9-134(1);

(2) the financial activities of each district of the county for the immediately preceding school fiscal
year as provided by the trustees’ annual report to the co(mty superintendent under the provisions of
20-9-213(5);

(3) the pupil information for each district provided the county superintendent under the provisions
of 20-4-301(1){d) or 20-4-402(7); and

(4) any other information that may be requested by the superintenrdertofpublie-trstraetonwhich

department of administraticn that is within his the authority prescribed by this title.”

Section 21. 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 assistant upon the recommendation of the
district superintendent, the county high school pringipal, 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;
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(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 title;

{4} cali, conduct, and certify the elections of the district 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
pravisions of the teachers’ retirement system chapter of Title 19;

(B8) 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 schoal organization part of this title;

(8) adopt and administer the annual budget or a budget amendment 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 schoo!
financial administration part of this title;

(10} establish the ANB, BASE budget levy, over-BASE budget levy, additional fevy, operating
reserve, and state impact aid amounts 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 the provisions of the transportation parts of this titie;

{12} issue, refund, sell, budget, and redeem the bonds of the district in accordance with the
provisions of the bonds parts of this title;

(131 when applicable, establish, financially administer, and budget for the tuition fund, retirement
fund, building reserve fund, adult education fund, nonoperating fund, school food services fund,
miscellaneous federal programs fund, building fund, lease or rental agreement fund, traffic educatian fund,
impact aid fund, and interlocal cooperative agreement fund in accordance with the provisions of the ather
school funds parts of this title;

{14} when applicable, administer any interiocal cooperative agreemeant, gifts, legacies, or devises
in accordance with the provisions of the misceflaneous 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;
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{16) operate the schools of the district in accordance with the provisions of the school caiendar
part of this title;

{(17) establish and maintain the instructional services of the schools of the district in accordance
with the provisions of the instructional services, textbooks, vocational 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;

i19) 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 1o 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 the
child;

(21} for each member of the trustees, visii each school of the district not fess 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 on scheol days at each school of the
district an American flag that measures not less than 4 feet by 6 feet;

{23) provide that an American flag that measures approximately 12 inches by 18 inches be
prominentiy displayed in each classroom in each school of the district, except in a classroom in which the
flag may get soiled. This requirement is waived if the flags are not provided by a local civic group.

{24) adopt and administer a district policy on assessment for placement of any child who enrolls
in a school of the district from a nonpublic school that is not accredited, as required in 20-5-110; and

{25) perform any other duty and enfarce any other reguirements for the government of the schools

prescribed by this title, the policies of the board of public education, the rules of the department of

administration, or the rules of the superintendent of public instruction.”
Section 22. Section 20-5-318, MCA, is amended to read:
"20-5-316. Out-of-state tuition. (1) The county superintendent of schools of the county of the

district of residence shall make payments from the county basic tax for elementary schools for children who
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are placed in tacilities outside the state of Montana pursuant to 20-5-321 but not under the provisions of
Title 20, chapter 7, part 4.

{2) The county superintendent of schools of the county of residence shall make payments from the
county basic-speetal equalization tax ferhigh-sehools, as provided in 20-9-334, for children who are placed
in facilities outside the state of Montana as a result of a court order or placement by a state agency. This
nrovision does not apply to children with disabilities that are defined under the provisions of Title 20,

chapter 7, part 4."

Section 23. Section 20-5-324, MCA, is amended to read:

"20-5-324. Tuition report and payment provisions. (1) At the close of the school term of each
school fiscal year and before July 15, the trustees of a district shall report to the county superintendent:

{a} the name and district of residence of each child who is attending a school of the district under
an approved mandatory out-of-district attendance agreement;

(b) the number of days of enrollment for each child reportedrunder the provisions of subsection
{1){a);

(c) the annual tuition rate for each child’s tuition payment, as determined under the provisions of
20-5-323, and the tuition cost for each reported child; and

{d) the names, districts of attendance, and amount of tuition to be paid by the district for resident
students attending public schools out of state.

{2) The county superintendent shall send, as soon as practicable, the reported infarmation to the
county superintendent of the county in which a reported child resides.

{3) Before July 30, the county superintendent shall report the information in subsection (1)(d} to

department of

administration, which shall:

{a) calculate the BASE funding amount for which the district would be eligible if the student were

enrolled in the resident district. The reimbursement amount is the difference between the actual amount
paid and the amount calculated in this subsection.

(b) reimburse the district of residence for the BASE funding amount determined in subsection (3){a).

{4} Notwithstanding the requirements of subsection (b}, tuition payment provisions for

out-of-district placement of students with disabilities must be determined pursuant to Title 20, chapter 7,
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part 4.

(5] Except as provided in subsection (8}, when a child has approval to attend a school cutside the
child’s district of residence under the provisions aof 20-5-320 or 20-5-321, the district of residence shall
finance the tuition amount from the district tuition fund and any transportation amount from the
transportation fund.

i6) When a child has mandatory approval under the provisions of 20-5-321, the tuition and
transportation obligation for an elementary school child attending a school outside o the child’s county of

residence must be financed by the county basie equalization tax for elementary and high school districts,

as provided in 20-3-331, for the child’s county of residence erforahigh-schoolchild-attending-a-schos!

{7) By December 31 of the school fiscal year, the county superintendent ar the trustees shall pay
at least one-half of any tuition and transportation obligation established under this section out of the money
realized to date from the appreprate-basie county equalization tax account provided for in 20-9-334 or from
the district tuition or transportation fund. The remaining tuition and transportation abligation must be paid
by June 15 of the school fiscal year. The payments must be made to the county treasurer in each county
with a schoal district that is entitled to tuition and transportation. Except as provided in subsection {84(8),
the county treasurer shall credit tuition receipts to the general fund of a schoot district entitled to a tuition
payment. The tuition receipts must be used in accordance with the provisions of 20-3-141. The county
treasurer shall credit transportation receipts to the transportation fund of a school district entitled to a
transportation payment.

(8

{84 (a) Any tuition receipts received under the provisions of Title 20, chapter 7, part 4, or
20-5-323(3) for the current school fiscal year that exceed the tuition receipts of the prior year may be
deposited in the district miscellaneous programs fund and must be used for that year in the manner
pravided for in 20-9-507 to suppeort the costs of the program for which the tuition was received.

{b} Any other tuition receipts received for the current school fiscal year that exceed the tuition
receipis of the prior year may be deposited in the district miscellaneous programs fund and may be used

for that year in the manner provided for in that fund. For the ensuing school fiscal year, the receipts must
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be credited to the district general fund budget.”

Section 24. Section 20-6-702, MCA, is amended to read:

"20-6-702. Funding for K-12 school districts. (1) Notwithstanding the provisions of subsections
(2] through (6), a K-12 school district formed under the provisions of 20-6-701 is subject to the provisions
of law for high school districts.

(2) The number of elected trustees of the K-12 school district must be based on the classification
of the attached elementary district under the provisions of 20-3-341 and 20-3-351.

(3} Calculations for the following must be made separately for the elementary school program and
the high school program of a K-12 scheool district:

(a} #he The calculation of ANB for purposes of determining the total per-ANB entitlements must be
in accordance with the provisions of 20-9-311:.

{b] the-basie The county gqualization tax and revendes revenue for the elementary and high school

BASE funding program amount for the district must be determined in accordance with the provisions of

(¢c) #he The guaranteed tax base aid for BASE funding program purposes for a K-12 school district

must be calculated separately, using each district’s guaranteed tax base ratio, as defined in 20-9-366. The
BASE budget levy to be levied for the K-12 school district must be prorated based on the ratio of the BASE
funding program amounts for elementary school programs to the BASE funding program amounts for high
school programs.

(4) Theretirement obligation and eligibility for retirement guaranteed tax base aid for a K-12 school
district must be calculated and funded as a high school district retirement obligation under the provisions
of 20-9-501.

{6} For the purposes cf budgeting for a K-12 school district, the trustees shall adopt a single fund
far any of the budgeted or nonbudgeted funds described in 20-9-201 far the costs of operating all grades
and programs of the district.

{6) Tuition for attendance in the K-12 school district must be determined separately for high school
pupils and for elementary pupils under the provisions of 20-5-320 through 20-5-324, except that the actua

expenditures used for calculations in 20-5-323 must be based on an amount prorated between the
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elementary and high school programs in the appropriate funds of each district in the year prior to the

attachment of the districts.™

Section 25. Section 20-7-420, MCA, is amended to read:

"20-7-420. Residency requirements -- financial responsibility for special education. {1) In
accordance with the provisions of 1-1-215, a child’s district of residence for special education purposes
is the residence of the child’s parents or of the child’s guardian if the parents are deceased, unless
otherwise determined by the court. This applies to a child iiving at home, in an institution, or under foster
care. If the parent has left the state, the parent’s lastkRewnr last-known district of residence is the child's
district of residence.

(2) The county of residence is financially responsible for tuition and transportation as established
under 20-5-323 for a child with disabilities, as defined in 20-7-401, including a child who has been placed
by a state agency in a foster care or group home licensed by the state. The county of residence is not
financialiy responsible for tuition and transportation for a child with disabilities who is placed by a state
agency in an out-of-state pubiic school or an cut-of-state private residential facility.

{3) If an eligible child, as defined in 20-7-436, is receiving inpatient treatment in an in-state
residential treatment facility or children’s psychiatric hospital, as defined in 20-7-436, and the educational
services are provided by a public school district under the provisions of 20-7-411 or 20-7-435, the
superintendent of public instruction shall reimburse the district providing the services for the negotiated
amount, as established pursuant to 20-7-435(5), that represents the district’s costs of providing education
and related services. Payments must be made from funds appropriated for this purpose. If the negotiated
amount exceeds the daily membership rate under 20-7-435(3) and any per-ANB amount of direct state aid,
the superintendent of public instruction shall pay the remaining balance from-the state—equatzation—aid

aceewnt. However, the amount spent #er—the state-equatzationaid—accouwnt for this purpose may not
exceed $500,000 during any biennium.

{4} Under the provisions of 20-7-422{3), the superintendent of public instruction shall provide funds
for the education fees required to provide a free appropriate public education for a child with disabilities
who is in need of special education and related services and is placed by a state agency in an out-of-state
private residential facility or out-of-state public school, provided that, in determining the special education

services needed for the child with disabilities, the district of residence has compilied with the rules
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promuigated under 20-7-402.
{56} A state agency that makes a placement of a child with disabilities is responsible for the financial

costs of room and hoard and the treatment of the child."”

Section 26. Section 20-9-102, MCA, is amended to read:

"20-9-102. General supervision of schoel budgeting system. The superinrterdent—of—pubhe

mstraeton department of administration has general supervision over the school budgeting procedure and

provisions. as they relate to elementary and high school districts, prescribed by law and shall establish sueh

the rules as—are necessary to secure compliance with the school budgeting laws.”

Section 27. Section 20-9-103, MCA, is amended to read:
"20-9-103. School budget form. (1)} The format of the school budget form shal must be prescribed

by the supesrtendentefpobletastraction department of administration and skal must provide for proper

school budgeting procedures in accordance with the budgeting requirements of this title and generally

accepted accounting principles. The suberterdent—ofpublie—iRstraction—shal—sause department of

administration shall print a sufficient number of the budget forms te-be-printed for use by all districts for

each school fiscal year.

{2) Eaeh Adistrict shall use the budget forms prescribed by the superirterdentot-publicinstrustion

department of administration, except that a district may in addition, with the approval of the superirtendent

ot public-strietion department of administration, use a more detailed form.”

Section 28. Section 20-3-121, MCA, is amended to read:

"20-9-121. County treasurer’s statement of cash balances and bond information. (1) By July 10,
the county treasurer shall prepare a statement for each district showing the amount of cash on hand for
each fund maintained by the district and the amount of the outstanding obligations against each fund at
the close of the last-cempleted last-completed school fiscal year. The county treasurer shall also include
on each district’s statement the details on the obligation for bond retirement and interest for the schoot
fiscal year just beginning. The format of the statement on fund cash balances and bond information shal

must be prescribed by the supernrtenderteotpublie-rstrustion department of administration.

(2) By July 10, the county treasurer shall prepare a statement for each county school fund
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supported by countywide levies, showing the amount of cash on hand at the beginning of the school fiscal
year, the receipts and apportionments, and the amount of cash on hand at the end of the school fiscal year,
for each county school fund maintained during the immediately preceding school fiscal year. The format
of this statement shall must be prescribed by the superintendent—otpubhe-nstruction department of
administration,

(3} On or before July 10, the county treasurer shall deliver the statements of district and county
fund cash batances and the bond information for each district 10 the county superintendent who shall attach

sueh the district statements to the applicable district’s preliminary budget.”

Section 29. Section 20-9-134, MCA, is amended to read:

"20-9-134. Completion, filing, and delivery of final budgets. After the final budget of the
elementary, high school, or community college district has been adopted by the trustees, the county
superintendent shall complete all the remaining portions of the budget forms and shall:

{1) send the final budget information to the superirtendentofpublic—instruetion department of
administration, on the forms provided by the superintendent department, on or before September 1;

(2) in the case of the community college districts, send the final budget information to the board
of regents, on the forms provided by the community college coordinator, on or before September 1; and

(3} deliver a copy of the final budget for the district to the county treasurer on or before September

Section 30. Section 20-9-163, MCA, is amended to read:
"20-9-163. Resolution for budget amendment -- petition to superintendent-of publie-instruction

department of administration. (1) Whenever the trustees of a district decide that a budget amendment is

necessary because of an enrollment increase, they may petition the superrtendent-oi-publeinstroction

department of administration to adopt a resolution for the budget amendment. The petition must be signed

by a majority of the trustees.

{2) The petition must state the facts constituting the need for the budget amendment, the
estimated amount of money required to fund the budget amendment, the funds affected by the budget
amendment, the anticipated source of financing for the budget amendment, and the current year

enroliment.
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(3) The superintendentof publie-instruetion department of administration shall promptly approve

or disapprove the petition requesting approval to adopt a resoclution for a budget amendment because of
increased enrollment. If the petition is for a budget amendment for an enrollment increase as provided in

20-9-161{1), the superirierdent-of-publicinstruction department of administration shall adjust the district’s

maximum general fund budget based on the approved enroliment increase. Upon approval, a district may
not adopt a budget amendment :f the amount will cause the district to exceed the district’s adjusted
maximum general fund budget. If the petition is approved, the trustees may adopt a resolution for a budget

amendment and take all other steps required for the adoption of a budget amendment. Approval of a

petition by the superintendent-ef-publieinstruetion department of administration authorizes the board ot

trustees to initiate a budget amendment by resolution and does not relieve the trustees of the necessity of
complying with the requirements of the school budgeting laws. Approval of the pe;[ition may not be
construed as approval of any subsequent application for increased state aid on account of the budget

amendment.”

Section 31. Section 20-9-165, MCA, is amended to read:

"20-9-165. Budget amendment limitation, preparation, and adoption procedures. (1) The meeting
of the trustees to consider and adopt a budget amendment must be open ta the public, and any taxpayer
in the district has the right to appear and be heard. If at the meeting a majority of the trustees present find
that there is sufficient need for a bhudget amendment, the trustees may make and adopt a preliminary
budget amendment, setting forth fully the facts constituting the need for the budget amendment. In
adopting the preliminary budget amendment, the trustees may budget for any fund that was included on
the final budget of the district for the current school fiscal year. The budget must be itemized 16 show the
amount appropriated for each item.

{2} When the budget amendment is the result of increased enrollment, the maximum amount of
the budget amendment for all funds must be determined in the following manner:

{a) Determine the total amount in the final budget for the current school fiscal year of all funds
affected by the enrollment increase, less any amounts appropriated as capital outlay and any amount
appropriated for addition to the aperating reserve.

{b) Divide the amount determined in subsection {2)(a) by the number of pupils originally enrolled

in the district during the immediately preceding school fiscal year. The %esulting cost per pupil is the
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maximum permissible per-pupil expenditure in the budget amendment.

{c} Determine the enroliment increase of the current school fiscal year by subtracting the number
of pupils oniginally enrolled during the immediately preceding school fiscal year from the number of pupils
enrolled for the current school year. The resultis the enrollment increase for the current school fiscal year.

(d) Multiply the cost per pupil determined in subsection {2}{(b) by the enrollment increase
determined in subsection (2}(c). The result is the maximum limitation on a budget amendment for
amendments resulting from increased enroliment.

(3} For other types of budget amendments, the budget amendment is limited to the expenditures
considered by the trustees to be reasonable and necessary to finance the conditions of the budget
amendment and the preliminary budget amendment must include the details of the proposed expenditures.

{4) Whenever the trustees adopt a preliminary budget amendment for the transportation fund, the
trustees shall attach to the budget amendment a copy of each transportation contract that is connected
with the budget amendment and that has been prepared and executed in accordance with the school
transportation contract laws. |

{5) After the trustees have adopted the budget amendment by a majority vote of the trustees, it

must be signed by the ehairman presiding officer of the trustees and the clerk of the district and copies

must be sent to the county superintendent, the county treasurer, and the superirtendent—ef-publie

wstrgetion department of administratign.™

Section 32. Section 20-9-166, MCA, is amended to read:

"20-9-166. State financial aid for budget amendments. Whenever a final budget amendment has
been adopted for the general fund or the transportation fund to finance the cost of an amendment resulting
from increased enrcilment, the trustees may apply to the superintendentofpuble-irstraetion department

of administration for an increased payment from-the-statepubliecsehoolequalization—atd-aecount for the
BASE funding program or for state transportation reimbursement, or both. The superinterdertetpublic

retreetien department of administration shall adopt rules for the application. The superintendentof poblic

mstruetion department of administration shall approve or disapprove each application for increased state
aid made in accordance with 20-9-314 and this section. When the superintendent-of public-nstruction

department of administration approves an application, the superrierdent-ofpublieinstraetion department
shall determine the additional amount of state aid frem-thestate-publesehoolagualizational-accounioF
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the-state-transpoitaticnreimbursement that will be made available to the applicant district because of the
increase in enroiiment. The supertendent-of-publicinstruction department of administration shall notify
the applicant district of the superinterdent's department’s approval or disapproval and, in the event of

approval, the amount of additional state aid that will be made available for the general fund or the

transportation fund. The superdnrtendentofpublcinstruction department of administration shall disburse

the state aid to the eligibie district at the time that the next regular state aid payment is made."

Section 33. 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 or by the superrtendent-of-publieinstruetion department of administration under the

provisions of subsection [2). Funds are classified as follows:

{a) A "budgeted fund" means any fund for which a budget must be adopted in order to expend
money from the fund. The general fund, transportation fund, bus depreciation reserve fund, tuition fund,
retirement fund, debt service fund, building reserve fund, aduit education fund, nonoperating fund, and any
other funds designated by the legislature are budgeted funds,

(b) A "nonbudgeted fund" means any fund for which a budget is not required in order to expend
money on deposit in the fund. The school food services fund, miscellaneous programs fund, building fund,
lease or rental agreement fund, traffic educatien fund, interlocal cooperative fund, internal service fund,
impact aid fund, enterprise fund, agency fund, extracurricular fund, metal mines tax reserve fund,
endowment tund, and any other funds designated by the legislature are nonbudgeted funds.

(2} The school financial administration provisions of this title apply to all money of any elementary
or high school district, Elementary and high school districts shall record the receipt and disbursement of

all money in accordance with generally accepted accounting principles. The superintendent—ofpublic

testraetion department of administration has general supervisory authority as prescribed by law over the

school financial administration provisions, as they relate to elementary and high school districts. The

department of administration shall adopt rules necessary to secure

compliance with the iaw.
(3} Except as otherwise provided by law, whenever the trustees of a district determine that a fund

is inactive and will no longer be used, the trustees shall close the fund by transferring all cash and other
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account balances to the general fund if the fund does not have a cash or fund balance deficit.”

Section 34. Section 20-3-202, MCA, is amended to read:

"20-9-202. County officials for financial administration when joint district. (1} When all of the
schools of the joint district are located in one county, the school financial administration duties assigned
to county officials shaH must be performed by those officials of the county wheareid where the schools of
the district are located. When the schocis of a joint district are located in more than one county, the
superintendent of public instruction shall designate the county officials to perform sueh the duties for the
joint district.

(2) The designated county treasurer shaikbe is the custodian of all joint district moneys revenue
and shall perform all other duties of the county treasurer for the joint district. The supesintendent-of-public

wmstraetion department of administration shall disburse all mereys revenue for a joint district to sueh the

county treasurer.”

Section 35, Section 20-9-203, MCA, is amended to read:

"20-9-203. Examination of district accounting records. The accounting records of all first-, second-,
and third-class school districts must be audited in accordance with 2-7-6C3. The trustees of the district
shall file a copy of the completed audit report with the department of commerce, the superintendent of

public instruction, the department of administration, and the county superintendent.”

Section 36. Section 20-9-211, MCA, is amended to read:
"20-9-211. Annual financial report of county superintendent. No iater than the second Monday in

September of each school fiscal year, the county superintendent shall report to the superirtendentetpublie

mstrueton department of administration the financial activity during the preceding school fiscal year of each

district of the county in accordance with the reporting requirements prescribed by the superrtendentof
publie—stetetion department. The reports must be prepared on forms provided by the superntendent-of
pubhe-astruetion department of administration.”

Section 37. Section 20-9-212, MCA, is amended to read:

"20-9-212. Duties of county treasurer. The county treasurer of each county shall:
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{1} receive and hold all school money subject to apportionment and keep a separate accounting

of its apportionment to the several districts that are entitled to a portion of the money according to the

apportionments ordered by the county superintendent or by the superinterdent—ofpubleiastruction

department of administration. A separate accounting must be maintained for each county fund supported

by a countywide levy for a specific, authorized purpose, including:
{al the ha&&ee&%aa&m—sm&peﬂ—e#—&he—emw%&a&#
by—the basic specialtax county equalization tax for elementary and high seheels school districts

in support of the elementary and high school BASE aid;

{e+(b} the county tax in support of the transportation schedules;

{di(c) the county tax in support of the elementary and high school district retirement obligations;
and

{et(d} any other county tax for schools, including the community colleges, which may be autharized
by law and levied by the county commissioners.

{2} whenever requested, notify the county superintendent and the superintenrdent—efpublic

instroetion department of administration of the amount of county school money on deposit in each of the

funds enumerated in subsection {1} and the amount of any ather school money subject to appartionment
and apportion the county and other school money to the districts in accordance with the apportionment
ordered by the county superintendent or the superintendent-eofpubleirstruetion department;

(3) keep a separate accounting of the receipts, expenditures, and cash balances for each fund;

{4) except as otherwise limited by law, pay all warrants properly drawn on the county or district
school money and properly endarsed by their holders;

{b) receive all revenue collected by and for each district and deposit these receipts in the fund
designated by law or by the district it a fund is not designated by law. Interest and penalties on delinquent
school taxes must be credited to the same fund and district for which the original taxes were levied.

{6) send all revenue received for a joint district, part of which is situated in the county, to the
county treasurer designated as the custodian of the revenue, no later than December 15 of each year and
every 3 months after that date until the end of the school fiscal year;

(7) 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;

(8) reqgister district warrants drawn on a budgeted fund in accordance with 7-6-2604 when there
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is insufficient money available in all funds of the district to make payment of the warrant. Redemption of
registered warrants must be made in accordance with 7-6-2116, 7-6-2605, and 7-6-2606.

{9} investthe money of any district as directed by the trustees of the district within 3 working days
of the direction;

{10} 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;

{11) remit promptly to the state treasurer receipts for the county tax for a vocational-technical

senater praogram within a unit of the university system when levied by the board of county commissioners

under the provisions of 20-16-202; and

{12} invest the money received from the basie county equalization tax, the-basie-spesiabtax the
county levy in support of the elementary and high school district retirement obligations, and the county ievy
in support af the transportation schedules 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 20-3-213{4). All investment income‘must be
depasited, and credited proportionately, in the funds established to account for the taxes received for the
purposes specified in subsections {1Ha) through £H4e} {1){c).

(13} remit on a monthly basis to the state treasurer, in accordance with the provisions of 15-1-504,
all county equalization revenue received under the provisions of 20-9-331 and-20-8-333, including all
interest earned and excluding any amount required for high school out-of-county tuition under the
provisions of 20-9-334, in repayment of the state advance for county equalization prescribed in 20-9-347.

Any funds in excess of a state advance must be used as required in 20-9-331(1)(b) are-26-9-333{4+b}."

Section 38. Section 20-9-213, MCA, is amended to read:

"20-9-213. Duties of trustees. The trustees of eaeh a district have the sole power and authority
to transact all fiscal business and execute all contracts in the name of the district. A person other than the
trustees acting as a governing board may not expend 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

money for each fund maintained by the district in accordance with generally accepted accounting principles
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and the rules prescribed by the superintendentofpublieinrstroetion department of administration. The

record of the accounting must be open to public inspection at any meeting ¢f the trustees.

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

(3) issue warrants on any budgeted fund in anticipation of budgeted revenue, except that the
expenditures may not exceed the amount budgeted for the fund;

(4) invest any money of the district, whenever in the judgment of the trustees 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,
butiding or loan association, savings and loan association, or credit union insured by the FDIC or NCUA
jocated in the state; or in a repurchase agreement, as authorized in 7-6-213. All interest collected on the
deposits or investments 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 must be credited
to the debt service fund or the building fund, at the discretion of the board of trustees. The placement of
the investrment by the county treasurer is not subject to ratable distribution laws and must be done in
accordance with the directive from the board of trustees. A district may invest money under the state
unified investment program established in Title 17, chapter 6.

(b} cause the district to record each transaction in the appropriate account before the accounts are
closed at the end of the fiscal year in order to properly report the receipt, use, and disposition of all money
and property for which the district is accountable;

(6} report annually to the county superintendent, not later than August 15, the financial activities
of each fund maintained by the district during the lasteerepleted last-completed school fiscal year, on the
forms prescribed and furnished by the superintendentof publie-irstruetion department of administration.

Annual fiscal reports for joint school districts must be submitted not later than September 1 to the county

superintendent of each county in which part of the joint district is situated.
(7) whenever requested, report any other fiscal activities to the county superintendent,

superintendent of public instruction, the department of administration, or board of public education;

{8) cause the accounting records of the district to be audited as required by 2-7-503; and
(9} perform, in the manner permitted by law, other fiscal duties that are in the best interests of the

district.”
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Section 39. Section 20-9-306, MCA, is amended to read:

"20-9-306. Definitions. As used in this title, unless the context clearly indicates otherwise, the
following definitions apply:

(1) "BASE" means base amount for school equity.

(2) "BASE aid" means:

{a) direct state aid for 40% of the basic entitlement and 40% of the total per-ANB entitlement for
the general fund budget of a district; and

(b) guaranteed tax base aid for an eligible district for any amount up to 40% of the basic
entitlement, up to 40% of the total per-ANB entitiement budgeted in the general fund budget of a district,
and up to 40% of the special education allowable cost payment.

(3) "BASE budget” means the minimum general fund budget of a district, which inciudes 80% of
the basic entitlement, 80% of the total per-ANB entitlement, and up to 140% of the special education
allowable cost payment.

(4) "BASE budget levy” means the district levy in support of the BASE budget of a district, which
may be supplemented by guaranteed tax base aid if the district is eligible under the provisions of 20-9-366
through 20-9-369.

(5) "BASE funding program” means the state program for the equitable distribution of the state's
share of the cost of Montana's basic system of public elementary schools and high schools, through county
equalization aid as provided in 20-9-331 and-20-8-333 and state equalization aid as provided in 20-9-343,
in support of the BASE budgets of districts and special education allowable cost payments as provided in
20-2-321.

(6] "Basic entitlement” means:

{a} $191,000 for each high school district;

{b) $17.190 for each elementary school district or K-12 district elementary program without an
approved and accredited junior high school or middle school; and

{c} the prorated entitlement for each elementary school district or K-12 district elementary program
with an approved and accredited junior high school or middle school, calculated as follows:

{iy $17,190 times the ratio of the ANB for kindergarten through grade 6 to the total ANB of
kindergarten through grade 8; plus

il $191,000 times the ratio of the ANB for grades 7 and 8 toc the total ANB of kindergarten
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through grade 8.

{7) "Direct state aid” means 40% of the basic entitlement and 40% of the total per-ANB
entitlement for the general fund budget of a district and funded with state and county equalization aid.

(8) "Maximum general fund budget” means adistrict’s general fund budget amount calculated from
the basic entitlement for the district, the total per-ANB entitlement for the district, and up to 153% of
special education allowahle cost payments.

(9) "Over-BASE budget levy" means the district levy in support of any general fund amount
budgeted that is above the BASE budget and below the maximum general fund budget for a district.

{10) "Total per-ANB entitlement” means the district entittement resulting from the following
calculations:

{a) for a high school district or a K-12 district high school program, a maximum rate of $4,680 for
the tirst ANB is decreased at the rate of 50 cents per ANB for each additicnal ANB of the district up through
800 ANB, with each ANB in excess of 800 receiving the same amount of entitlement as the 800th ANB;

{b) for anelementary school district or a K-12 district elementary program without an approved and
accredited junior high school or middle school, a maximum rate of $3,343 for the first ANB is decreased
at the rate of 20 cents per ANB for each additional ANB of the district up through 1,00CG ANB, with each
ANB in excess of 1,000 receiving the same amount of entitiement as the 1,000th ANB; and

{c) for an elementary school district or a K-12 district elementary program with an approved and
accredited junior high school or middle schoal, the sum of:

{it a maximum rate of $3,343 for the first ANB for kindergarten through grade 6 is decreased at
the rate of 20 cents per ANB for each additional ANB up through 1,000 ANB, with each ANB in excess of
1,000 receiving the same amount of entitlement as the 1,000th ANB; and

(il a maximum rate of $4,680 for the first ANB for grades 7 and B is decreased at the rate of 50
cents per ANB for each additional ANB for grades 7 and 8 up through 800 ANB, with each ANB in excess

of 800 receiving the same amount of entitlement as the 800th ANB."

Section 40. Section 20-9-307, MCA, is amended to read:
"20-9-307. BASE funding program -- district general fund budget -- funding sources. (1) A basic
system of free quality public elementary schools and high schools must be established and maintained

throughout the state of Montana to provide eqguality of educational opportunity to all school-age children.
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(2} The state shall in an equitable manner fund and distribute to the school districts the state’s
share of the cost of the basic school system through BASE aid to support the BASE funding program in the
manner established in this title.

{3) The budgetary vehicle for achieving the financing system established in subsection (2) is the
general fund budget of the school district. The purpose of the district generat fund budget is to finance
those instructional, administrative, facility maintenance, and other operational costs of a district not
financed by other funds established for special purposes in this title.

{4) The BASE funding program for the districts in the state is financed by a combination of the
following sources:

(a) county equalization money, as provided in 20-9-331 aRe-20-9-333;

(b} state equalization aid, as provided in 20-9-343, including guaranteed tax base aid for eligible
districts as provided in 20-9-366 through 20-9-369;

(c} appropriations for special education;

{(d} a district levy, as provided in 20-9-302, for support of a school not approved as an isalated
school under the provisions of that section; and

{e) district levies or other revenue, as provided by 20-9-308 and 20-9-353."

Section 41. Section 20-9-308, MCA, is amended to read:

“20-9-308. BASE budgets and maximum general fund budgets. (1) The trustees of a district shall
adopt a general fund budget that:

{a) except as provided in subsection (2}, is at least equal to the BASE hudget established for the
district; or

(b) except as provided in seetion<d—Ghepter38-Spectat-bawsof November3893—and subsection
{4) of-this-seetior, does not exceed the maximum general fund budget established for the district.

(2) {a) If the BASE budget for a district for the school fiscal year is greater than the general fund
budget of the district for the prior schoaol fiscal year, the trustees of the district:

(i) shall increase the general fund budget by at least:

B+ 33.3% of the range between the district general fund budget for the school fiscal year ending
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Jure 30, 1995, and the BASE budget for the district for the school fiscal year beginning July 1, 1995;

{G+HB) 0% of the range between the district general fund budget for the school fiscal year ending
June 30, 1998, and the BASE budget for the district for the school fiscal year beginning July 1, 1996; or

{BHC) theremainder of the range between the distriét general fund budget for the schoal fiscal year
ending June 30, 1997, and the BASE budget for the district for the school fiscal year beginning July 1,
1997,

(il may increase the general fund budget beyond the amount in subsection (2}{a){i) but not by more
than 4% of the previous year’'s general fund budget or by more than 4% of the previous year’s general fund
per-ANB multipiied by the current year’s ANB for budgeting purposes pursuant to subsection (2){b}.

{b) The trustees shall submit a proposition on any amount exceeding the limitations in subsection
(2)(a)(i} to the electors of the district, as provided in 20-9-353.

13) {a) Whenever the trustees of a district adopt a general fund budget that exceeds the BASE
budget for the district but does not exceed the maximum general fund budget for the district, the trustees
shall submit a proposition to the electors of the district, as provided in 20-2-353, for any budget amount
that exceeds the previous year’s general fund budget amount or the previous year’s general fuﬁd budget
per-ANB multiplied by the current year's ANB for budgeting purposes.

(b} A general fund budget adopted under this subsection {3} may not exceed the greater of:

(i) 104% of the previcus year's general fund budget as—adjusted-by—the-provisiens—ofsection2-
Ghapter38-Speciakbaws-of Nevember1883; or

(it 104% of the previous year's general fund budget per-ANB multiplied by the current year's ANB

for budgeting purposes a

1963,
{4) (a) If the maximum general fund budget for a district for an ensuing scheool fiscal year is less

than the general fund budget for the district for the current school fiscal year, as-adjusted-by-the-provisions

; ; i ; the trustees of the district may not adopt a
general fund budget for the ensuing school fiscal year that is greater than the district’s general fund budget
for the current schoo! fiscal year.

(b) Exeeptierthe-schoolfiscal-year-begmningJuby—+-1884.the The trustees of the district shall
submit a proposition to raise any general fund budget amount that is in excess of the maximum general

fund budget for the district to the electors who are qualified under 20-20-301 to vote on the proposition,
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as provided in 20-9-3563.

{5) Whenever the trustees of a district adopt a general fund budget that does not exceed the BASE
budget for the district, the trustees shall finance this amount with the following sources of revenue:

{a) state equalization aid as provided in 20-3-343, including any guaranteed tax base aid for which
the district may be eligible, as provided in 20-9-366 through 20-9-369;

{b) county equalization aid, as provided in 20-9-331 and20-8-333;

(¢} adistrict levy for support of a school not appraved as an isolated school under the provisions
of 20-9-302;

{d) payments in support of special education programs under the provisions of 20-9-321;

(e} nonievy revenue as provided in 20-3-141; and

{f) a BASE budget levy on the taxable value of all property within the district.

(6) The over-BASE budget amount of a district must be financed b\} a levy on the taxable value of

all property within the district or other revenue available to the district as provided in 20-9-141.

Section 42. Section 20-9-331, MCA, is amended to read:
"20-9-331. Basie—weeunty County equalization tax and other revenues—e¢ county rgvenue for

equalization of the elementary and high school district BASE funding program. (1) The county

commissioners of each county shall levy an annual basic tax of 33 55 mills on the dollar of the taxable
value of all taxable property within the county, except for property subject 1o a tax or fee ynder 23-2-517,
23-2-803, 61-3-504(2), 61-3-5621, 61-3-637, and 67-3-204, for the purposes of local and state BASE
funding program support. The revenue collected from this levy must be apportioned to the support of the

elementary and high schooi BASE funding programs of the school districts in the county and-tothe-state

- jzati i - in the following manner:

(a) In order to determine the amount of revenue raised by this levy that is retained by the county,
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the sum of the estimated revenue identified in subsection (2} must be subtracted from the totat of the BASE

funding programs of ail elementary and high school districts of the county and the sum of the county’s high

school tuition_obligation.

{b) If the basie county equalization levy and other revenue prescribed by this section produce more

revenue than is required to repay a state advance for county equalization, the county treasurer shall remit
the surplus funds to the state treasurer for deposit to the state specialrevende-fund—state-egquakzatioraid
aceount general fund, 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 revenue realized from the county’s portion of the levy prescribed by this section and the

revenue from the following sources must be used for the equalization of the elementary and high school

BASE funding program of the county as prescribed in 20-3-335, and a separate accounting must be kept
of the following 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 viglations 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 in the county
treasurer’'s accounts for the various 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 property taxation,
including federal forest reserve funds allocated under the provisions of 17-3-213;

(f} gross proceeds taxes from coal under 15-23-703;

{g] net proceeds taxes for new production, production from horizontally completed wells, and
incremental production, as defined in 15-23-601, and local government severance taxes on any other
production occurring after December 31, 1988; and

(h}) anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803,
81-3-b04(2),.61-3-521, 61-3-837, and 67-3-204."
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Section 43. Section 20-8-332, MCA, is amended to read:

"20-9-332. Fines and penalties proceeds for elementary county equalization. All fines and penalties
collected under the provisions of this title, except those collected by a justice’s court, shad must be paid
into the county elementary equalization fund as provided by 20-9-331(2)(¢). In order to implement this
section and any other provision of law requiring the deposit of fines in the elementary county equalization
fund, a report sha#t must be made to the county superintendent of the county, at the close of each term,
by the clerk of each district court, reporting all fines imposed and collected during the term and indicating

the type of viclation and the date of collection.”

Section 44. Section 20-9-334, MCA, is amended to read:

“20-9-334. Apportionment of cou.nty equalization menreys money -- high school out-of-county
tuition obfligations. (1) The county superintendent shall calcuiate the apportionment of revenues revenue
deposited in the basie county ta¢ equalization account for elementary and high_schools ard-the—revendes

deposited—in-the-basie—specialtax—ferhigh-seheolsaceount to the several districts of the county. The

apportionments shall-be is known as "county equalization meneys money”,

(2) The county superintendent shall direct the county treasurer to deduct from the revendes

revenue available in the basic-spectabtax—terhigh-sehoels—aceount county equalization account, prior to

remittance of the funds to the state treasurer under the provisions of 15-1-504 and 20-9-212, the amount

required for the month to pay the county’s obligation for high school out-of-county tuition.”

Section 45. Section 20-9-335, MCA, is amended to read:
"20-9-335. Formula for apportionment of county equalization maoney. (1} The supertrtendentof

publie-trstraetion department of administration shall calculate the apportionment of revenue available in the

basie county tase gqualization account and-ir-the-bastespeeral-taxfer-high-schoslsaseeunt in accordance

with the following procedure:

{(a) determine the percentage that the county equalization money available for the suppoert of the
elementary direct state aid of the districts in the county is of the total elementary direct state aid of all
districts in the county; and

(b} multiply the elementary direct state aid amount of each district by the percentage determined

in subsection (1){a) to determine the portion of the county equalization money available to each school
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district.

{2) The procedure in subsection (1) must also be applied for the high school direct state aid after
the deduction of the county’s obligation for high schoal out-of-county tuition.

{3) Territory situated within a county may not be excluded from the calculations of the county
equalization money under this section solely because the territory lies within the boundaries of a joint
district. Cash balances to the credit of any district at the end of a school fiscal year may not be considered
in the apportionment procedure prescrited in this section,

{4) The county equalization money reported under these procedures is the first source of revenue

for financing the elementary and high school direct state aid payments.”

Section 46. Section 20-9-342, MCA, is amended 10 read:

"20-9-342. Deposit of interest and income meneys money by state board of land commissioners.
The state board of land commissioners shall annually deposit the interest and income meneys money for
each calendar year into the state spestalrevenge general fund for state equalization aid, provided for by

20-9-343. by the last business day of February following the calendar year in which the mereys—were

money _was received.”

Section 47. 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 the aeeeunrtin-the—state specialrevende—fundthatreceives—evenwe—as

amount required in this section plus any legislative apprapriation of money from other sources for:

system—used—toadminister—thoBASE funding program, guaranteed tax base aid, BASE aid, and state
reimbursement for school facilities~and-matehingtordsforthe systemicritiative-for-Montanarrathematies
and-science—grant;

(b} negotiated payments authorized under 20-7-420({3} up to $500,000 per biennium; and

{c] the Montana educational telecommunications network as provided in 20-32-101,

{2} The superintendent—ef-publie—instrietion department of administration may spend funds

throughout the biennium as required for the purposes
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- guaranteed tax base aid,
BASE aid for the BASE funding program, state reimbursement for school facilities, negotiated payments

authorized under 20-7-420(3), and the Montana educational telecommunications network, throughout the

{3] The following must be paid into the state equatizatienadaseaunt general fund for the public

schools of the state:

20-9-333-and—20-9-333; and

+gHb) investment income earned by investing meney—th-the state-equatization—aid-account-in-the
state-speciabrevenuvefund the interest and income money described in 20-9-341 and 20-9-342.

Section 48. Section 20-9-344, MCA, is amended to read:

"20-9-344. Duties of board of pubiic education for distribution of BASE aid. {1) The board of public
education shall administer and distribute the BASE aid and state advances for county equalization 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 BASE aid and state advances for county
egualization in accordance with the provisions of law;

{b} have the power to require reports from the county superintendents, budget boards, county
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treasurers, and trustees as it considers necessary; and

{c) order the superirterdent-of publise—rstruetion department of administration to distribute the
BASE aid on the basis of each district’s annual entitlement to the aid as established by the superintendent

opubleinstrostien department of administration. In ordering the distribution of BASE aid, the board of

public education may not increase or decrease the BASE aid distribution to any district on account of any
difference that may occur during the school fiscal year between budgeted and actual receipts from any
other source of school revenue.

(2) The board of public education may order the superirtendenteofpublic-irstruetion department
of administration to withhold distribution of BASE aid 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

() maintain accredited status.

(3) Prior to any proposed order by the board of public education to withhaold distribution of BASE
aid or county equalization money, the district is entitled to é contested case hearing before the board of
public education, as provided under the Montana Administrative Procedure Act.

(4) If a district or county receives more BASE aid than it is entitled to, the county treasurer shall

return the overpayment to the state upon the request of the superintendenteipublisnstruetion department
of administration in the manner prescribed by the superirtendentoi—publie-instruction department of

administration.

{5) Except as provided in 20-9-347(3), the BASE aid payment must be distributed according to the
following schedule:

(a} from August to October of the school fiscal year, 10% of the direct state aid to each district;

(b} from December to April of the school fiscal year, 10% of the direct state aid to each district;

(c} in November of the school fiscal year, one-half of the guaranteed tax base aid payment to each

district or county that has submitted a final budget to the superirtendent-of-publicinstruetion department

of administration in accordance with the provisions of 20-9-134;

{d) in May of the schooi fiscal year, the remainder of the guaranteed tax base aid payment to each
district or county; and
(e] in June of the school fiscal year, one-half of the remaining payment to each district of direct

state aid and on the following July 15, the remaining payment to each district of direct state aid for the
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school fiscal year ending on the preceding June 30.
{6} The distribution provided for in subsection (5) must occur by the last working day of each

month.”

Section 49. Section 20-9-346, MCA, is amended to read:

"20-9-346. Duties of superintendentof publie-instrustion department of adminjstration for state
and county equalization aid distribution. The superintendert—of—publie—Rstraetion department of

administration shall administer the distribution of the state and county equalization aid by:

(1) establishing the annual entittement of each district and county to state and county equalization

aid, based on the data reported in the retirement and general fund budgets for each district that have been

duly adopted for the current school fiscal year and verified by the superintendent-of-publie-instruction

department of administration;

{2) for the purposes of state reimbursements for school facilities, limiting the distribution fremthe

and to no more than $2 million for the biennium ending June 30, 1995, to the districts that are eligible

under the provisions of 20-9-366 through 20-9-371 by:

{a) determining by May 1 of each school fiscal year the number of milis levied in each district for
debt service on bonds that were issued as provided in 20-9-370(2)({b}{i} or (2){b}({ii} and that qualify for
guaranteed tax base aid under the provisions of 20-9-366 through 20-9-369 and 20-9-370;

(b} based on the limitation of state egualization aid available for debt service purposes in this
subsection (2}, determining the percentage of state equalization aid that each eligible district must receive
for the school fiscal year;

{c} distributing that amount to each eligible district for reducing the property tax for the debt
service fund for the ensuing school fiscal year; and

{d} at the end of the school fiscal year ending June 30, 1994, determining whether there is an
unused portion of the amount of state equalization aid appropriated in this subsection (2} to be carried into
the next school fiscal year for the purposes of this subsection (2);

{3} distributing by electronic transfer the BASE aid and state advances for county equalization, for
each district or county entitled to the aid, to the county treasurer of the respective county for county

egualization aid or to the county treasurer of the county where the district is located for BASE aid, in
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accordance with the distribution ordered by the board of public education;

(4} keeping arecord of the futl and complete data concerning money available for state equalization
aid, state advances for county equalization, and the entitlements for BASE aid of the districts of the state;

{b} reporting to the board of public education the estimated amount that will be available for state
equalization aid; and

{6) reporting to the office of budget and program planning as provided in 17-7-1117:

{a} the figures and data available concerning distributions of state and county equalization aid
during the preceding 2 school fiscal years;

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

{c} the apportionment made of the available money but not yet distributed;

{d) the latest estimate of accruals of money available for state equalization aid; and

{e} the amount of state advances and repayment for county equalization.”

Section 50. Section 20-9-347, MCA, is amended to read:

"20-9-347. Distribution of BASE aid and special education allowable cost payments in support of
BASE funding program -- exceptions. (1} The superintendent—ef—publie—irstruction department of
administration shail:

(a} supply the county treasurer and the county superintendent with a monthly report of the
payment of BASE aid in support of the BASE funding program of each district of the county;

(b) in the manner described in 20-9-344, provide for a state advance to each county in an amount

that is no less than the amount anticipated to be raised for the basis county taxfunrd equalization aid for

elementary and high schools, as provided in 20-9-331 andfer—thebasie-speciat-tax—fund-asprevided-in
20-9-333;

{c) adopt rules to implement the provisions of subsection (1)(b).

(2) (&) The superintendent-of public-instruetion department of administration is authorized to adjust

the schedule prescribed in 20-9-344 for distribution of the BASE aid payments if the distribution will cause

a district to register warrants under the provisions of 20-9-212(8).

{h) To gualify for an adjustment in the payment schedule, a district shall demonstrate to the

department of administration, in the manner required by the office, that

the payment schedule prescribed in 20-9-344 will result in insufficient money available in all funds of the
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district to make payment of the district’s warrants. The county treasurer shall confirm the antictpated

deficit. This section may not be construed to authorize the superinterdentefpublicinstraction department

of administration to exceed a district’s annual payment for BASE aid.

(3) The superrierdent-efpublic-instruction department of administration shall:

{a) distribute special education allowable cost payments to districts; and

{b) supply the county treasurer and the county superintendent of public instruction with a report

of payments for special education aliowable costs to districts of the county.”

Section 51. Section 20-9-351, MCA, is amended to read:

"20-9-351. Funding of deficiency in BASE aid. If the money available for BASE aid is not the result
of a reduction in spending under 17-7-140 and is not sufficient to provide the guaranteed tax base aid
required under 20-9-366 through 20-9-369 and BASE aid support determined under 20-9-347, the
superftendentof publictrstroction department of administration shall request the budget director to submit

areguest for a supplemental appropriation in the second year of the biennium that is sufficient to complete

the funding of BASE aid for the elementary and high school districts for the current biennium.”

Section 2. Section 20-9-360, MCA, is amended to read:

"20-9-360. State equalization aid levy. (1) There is a levy of 40 mills imposed by the county
commissioners of each county on all taxable property within the state, except property for which a tax or
fee is required under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204. Except as
provided in subsection {2), proceeds of the levy must be remitted to the state treasurer and must be
deposited to the credit of the state speeial+revende general fund for state equalization aid to the public
schools of Montana.

(2) For the benefit of each municipality that created an urban renewal area and adopted a tax
increment financing provision for the urban renewal area prior to July 1, 1990, the state treasurer shall
distribute each fiscal year from the state equalization aid levy to the municipality the amount, if any, equa!
to the product of the incremental taxable value of the urban renewal area times the reduced school levy
for the area, each calculated for the fiscal year. The reduced school levy for a fiscal year is the difference
between the aggregate amount of all property tax levies for school purposes in the urban renewal area,

expressed in mills, in the fiscal year ended June 30, 1989, and the aggregate amount of all property tax
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levies for school purposes in the area or the district, expressed in mills, in the fiscal year, including the state
equalization aid levy. The state treasurer shail distribute the amounts to municipalities in two equal

installments on December 31 and June 30 of the fiscal year.”

Section 53. Section 20-9-361, MCA, is amended to read:

"20-9-361. State-andwounty County equalization revenue -- statutory appropriation. {1} 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:

H the superptendent-ef-publeinstruction department of administration to be used for county
equalization ard-state-equalizatien aid for the public schools, as provided by law, and must be accounted

for in accordance with generally accepted accounting principles—and.

(2} esunties Revenue received from the state equalization aid levy for a municipality that created

an urban renewal area and adopted a tax increment financing provision for the urban renewal area prior to

July 1, 1990, is statutorily appropriated, as provided in 17-7-502, to be distributed as provided in

20-9-360(2)."

Section 54. Section 20-9-369, MCA, is amended to read:

"20-9-369. Duties of superintendent ofpublie—instrustion department of administration and
department of revenue. (1) The superintendentoaf-publicinstruction department of administration shalt

administer the distribution of guaranteed tax base aid by:

{a) providing each school district and county superintendent, by March 1 of each year, with the
preliminary statewide and district guaranteed tax base ratios and, by May 1 of each year, with the final
statewide and district guaranteed tax base ratios, for use in calculating the guaranteed tax base aid
available for the ensuing school fiscal year;

(bl providing each school district and county superintendent, by March 1 of each year, with the
preliminary statewide, county, and district mill values per ANB and, by May 1 of each year, with the final
statewide, county, and district mill values per ANB, for use in calculating the guaranteed tax base aid
available to counties and districts for the ensuing school fiscal year;

{c} requiring each county and district that qualifies and applies for guaranteed tax base aid to report

to the county superintendent all budget and accounting information required to administer the guaranteed
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tax base ad;

(d) keeping a record of the complete data concerning appropriations available for guaranteed tax
base aid and the entitlements for the aid of the counties and districts that qualify;

(e} distributing the guaranteed tax base aid entitlerment to each qualified county or district from the
appropriations for that purpose.

{2) The superintendent department of administration shail adopt rules necessary to implement

20-9-366 through 20-3-369.

{31 The department of revenue shall provide the superirtendent-of-publie-instruction department

of administration by December 1 of each year a final determination of the taxable value of property within

each school district and county of the state reported to the department of revenue based on information
delivered to the county clerk and recorder as required in 15-10-305.

{4} For the purposes of implementing 20-9-366 through 20-9-368 and this section fer-the-schoel

superitendentofpublieirstruetion department of administration shall calculate the district and statewide

guaranteed tax base ratios by applying the prior year’s direct state aid payment.”

Section 55. Section 20-9-501, MCA, is amended to read:

"20-9-5801. Retirement fund. (1) The trustees of a district employing personnel who are members
of the teachers’ retirement system or the public employees’ retirement system or who are covered by
unemployment insurance or whao 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 the systems. The district’s contribution for each employee who is a member of the
teachers’ retirement system must be calculated in accordance with Title 19, chapter 20, part 6. The
district’s contribution for each employee who is a member of the public employees’ retirement system must
be calculated in accordance with 19-3-316. The district’s contributions for each employee covered by any
federal social security system must be paid in accordance with federal law and regulation. The district’s
contribution for each employee who is covered by unemployment insurance must be paid in accordance

with Title 39, chapter 51, part 11.
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(2} The trustees of a district required to make a contribution to a system referred to in subsection
{1) shail include in the retirement fund of the preliminary budget the estimated amount of the employer’s
contribution. After the final retrement fund budget has been adopted, the trustees shall pay the employer
contributions 1o the systems in accordance with the financial administration provisions of this title.

{3} When the final retirement fund budget has been adopted, the county superintendent shall
establish the levy requirement by:

(a) determining the sum of the money available to reduce the retirement fund levy requirement by
adding:

{i} any anticipated monay that may be realized in the retirement fund during the ensuing school
fiscal year, including anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803,
61-3-50442), 51-3-527, 61-3-537, and 67-3-204,

(i) net proceeds taxes and local government severance taxes on any other ail and gas production
occurring after December 31, 1988,

{iii) coal gross proceeds taxes under 15-23-703;

{iv} any fund balance available for reappropriation as determined by subtracting the amount of the
end-of-the-year fund balance earmarked as the retirement fund operating reserve for the ensuing school
fiscal year by the trustees from the end-of-the-year fund balance in the retirement fund. The retirement fund
operating reserve may not be more than 35% of the final retirement fund budget for the ensuing schaol
fiscal year and must be used for the purpose of paying retirement fund warrants issued by the district under
the final retirement fund budget; and

(v} any other revenue anticipated that may be realized in the retirement fund during the ensuing
school fiscal year, excluding any guaranteed tax base aid.

(b} notwithstanding the provisions of subsection (8], subtracting the money available for reduction
of the levy requirement, as determined in subsection (3){a), from the budgeted amount for expenditures in
the final retirement fund budget.

{4) The county superintendent shall:

{a) total the net retirement fund levy requirements separately for all elementary school districts,
all high school districts, and all community college districts of the county, including any prorated joint
district or special education cooperative agreement levy requirements; and

{b) report each levy requirement to the county commissioners on the fourth Monday of August as
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the respective county levy requirements for elementary district, high school district, and community college
district retirement funds.
{5) The county commissioners shall fix and set the county levy in accordance with 20-9-142.
{6) The net retirement fund levy requirement for a joint elementary district or a joint high school

district must be prorated to each county in which a part of the district is located in the same proportion as

. the district ANB of the joint district is distributed by pupil residence in each county. The county

superintendents of the counties affected shall jointly determine the net retirement fund levy requirement
for each county as provided in 20-9-151.

{7) The net retirement fund tevy requirement for districts that are members of special education

 cooperative agreements must be prorated to each county in which the district is located in the same

proportion as the special education cooperative budget is prorated to the member school districts. The
county superintendents of the counties affected shall jointly determine the net retirement fund levy
requirement for each county in the same manner as provided in 20-8-151 and the county commissioners
shall fix and levy the net retirement fund levy for each county in the same manner as provided in 20-9-152,

(8) The county superintendent shall calculate the number of mills to be levied on the taxable
property in the county to finance the retirement fund net levy requirement by dividing the amount
determined in subsection (4){a} by the sum of:

{a) the amount of guaranteed tax base aid that the county will receive for each mill levied, as

certified by the superhtendentoipublictnstruction department of administration; and

{b) the taxable valuation of the district divided by 1,000."”

Section 56. Section 20-9-506, MCA, is amended to read:

"20-9-506. Budgeting and net levy requirement for nonaperating fund. {1) The trustees of apry a
district whieh that does not operate a school or will not operate a school during the ensuing school fiscal
year shall adopt a nonoperating school district budget in accordance with the school budgeting provisions
of this title. Sueh The nonoperating budget shalf must contain the nonoperating fund and, when
appropriate, a debt service fund. The nonoperating budget form shal must be promulgated and distributed

by the ion department of administration under the provisions of 20-9-103.

(2) After the adoption of a final budget for the nonoperating fund, the county superintendent shall

compute the net levy requirement for seek the fund by subtracting from the amount authorized by sueh
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the budget the sum of:

(a} the end-of-the-year cash balance of the nonoperating fund or, if it is the first year of
nonoperation, the cash balance determined under the transfer provisions of 20-9-505;

{b) the estimated state and county transportation reimbursements; and

(c) any other mereys money that may become available during the ensuing school fiscal year.

{3) The county superintendent shall report the net nonoperating fund levy requirement and any net
debt service fund levy requirement determined under the provisions of 20-9-439 to the county
commissioners on the fourth Monday of August, and sueh the levies shal must be made on the district by

the county commissioners in accordance with 20-9-142."

Section 57. Section 20-9-805h, MCA, is amended to read:
"20-3-805. Rate of reduction in annual apportionment entitlement. {1) For each school day short

of the minimum number of schoal days required by law that a school district fails to conduct by reason of

one or more unforeseen emergencies as defined in 20-9-802, the superrtendeni—of—publie-instructon

department of administration shall reduce the equalization apportionment and entitlement of the district for

that schogl year by 1/180th,
{2) Kindergarten and grade 1 through 12 programs shaH must be considered separately for the

purpose of computing compliance with minimum school day requirements and any loss of apportionment."”

Section 58. Section 20-10-112, MCA, is amended to read:

"20-10-112. Duties of the superintendent of public instruction. In order to have a uniform and
equal provision of transportation by all districts in the state of Montana, the superintendent of public
instruction shall:

{1) prescribe rules and forms for the implementation and administration of the transportation
policies adopted by the board of public education;

{21 prescribe rules for the approval of school bus routing by the county transportation committee;

{3) prescribe the format of the contract for individual transportation and suppiy each county
superintendent with a sufficient number of such contracts;

{4) prescribe rules for the approval of individual transportation contracts, including the increases

of the schedule rates due to isolation under the policy of the board of public education, and provide a
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degree-of-isolation chart to school district trustees to serve as a guide;
{5) approve, disapprove, or adjust all school bus routing submitted by the county superintendent;
(6) approve, disapprove, or adjust all individual transportation contracts submitted by the county
superintendent; and

(7) prescribe rules for the consideration of controversies appealed 1o &+® the superintendent and

rule on saek the controversies:—and

Section 59. Section 20-10-143, MCA, is amended to read:

"20-10-143. Budgeting for transportation and transmittal of transportation contracts. (1) The
trustees of a district furnishing transportation to pupils wheo are residents of the district shall provide a
transportation fund budget that is adequate to finance the district’s transportation contractual obligations
and any other transportation expenditures necessary for the conduct of its transportation program. The
transportation fund budget must include: |

(a) an adequate amount to finance the maintenance and operation of district owned and operated
school buses;

{b} the annual contracted amount for the maintenance and operation of school buses by a private
party;

{c} the annual contracted amount for individual transpartation, including any increased amount
because of isolation, which may not exceed the schedule amounts prescribed in 20-10-142;

(d) any amount necessary for the purchase, rental, or insurance of school buses; and

{e) any other amount necessary to finance the administration, operatian, or maintenance of the
transportation program of the district, as determined by the trustees.

(2) The trustees may include a contingency amount in the transportation fund budget for the
purpose of enabling the district to fulfill an obligation to provide transportation in accordance with this title
for:

{a) pupils not residing in the district at the time of the adoption of the preliminary budget and whe
subsequently became residents of the district during the school fiscal year; or

{b) pupils who have become eligible transportees since the adoption of the preliminary budget
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because their legal residence has been changed. The budgeted contingency amount may not exceed 10%
of the transportation schedule amount as calculated under the provisions of 20-10-141 and 20-10-142 for
all transportation services authorized by the schedules and provided by the district unless 10% of the
transportation scheduie amount is less than $100, in which case $100 is the maximum limitation for the
budgeted contingency amaunt.

{3) A budget amendment to the transportation fund budget may be adopted subject to the
provisions of 20-9-161 through 20-9-1686.

(4] The transportation fund budgeted expenditures appropriated by the trustees must be reported
on the regular budget form prescribed by the soperintendent—of—publieinstruetion department of
administration in accordance with 20-9-103, and the adoption of the transpartation fund budget must be
completed in accordance with the school budgeting laws. When the adopted prefiminary budget is sent to
the county superintendent, the trustees shall also send copies of all completed transportation contracts for
school bus transportation and individual transportation to the county superintendent. The contracts must
substantiate all contracted transportation services incorporéted in the preliminary budget, and after the

county superintendent has utilized the contracts for that purpose but before the fourth Monday of July, ke

the county superintendent shall send all transportation contracts received to the superintendent of public
instruction. When the county superintendent determines a deviation between the preliminary transportation
fund budget amount for contracted transportation services and the contracted amount for the services, he

the county superintendent shall immediately call the deviation to the attention of the appropriate trustees

and shall allow the trustees to change the preliminary budgeted amount to compensate for the deviation.”

Section 60. Section 20-10-145, MCA, is amended to read:
"20-10-145. State transportationreimbursement. (1) A district providing school bus transportation
or individual transportation in accordance with this title, board of public education transportatian policy,

and superintendent of public instruction and department of administration transportation rules must receive

a state reimbursement of its transportation expenditures under the transportation reimbursement rate
provisions of 20-10-141 and 20-10-142. The state transportation reimbursement is one-half of the
reimbursement amounts established in 20-10-141 and 20-10-142 or one-half of the district's transportation
fund budget, whichever is smaller, and must be computed on the basis of the number of days the

transportation services were actually rendered, not to exceed 180 pupil-instruction days. In determining
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the amount of the state transportation reimbursement, an amount claimed by a district may not be
considered for reimbursement untess the amount has been paid in the regular manner provided for the
payment of other financial obligations of the district.

{2) Requests for the state transportation reimbursement must be made by each district
semiannually during the school fiscal year on the claim forms and procedure promulgated by the
superntendent-of-public—instruetior department of administration. The claims for state transportation
reimbursements must be routed by the district to the county superintendent, who after reviewing the claims

shall send them to the superriendentofpubhetrstruetion department of administration. The supedntendent
of-puble-instruction department of administration shall establish the validity and accuracy of the claims for

the state transportation reimbursements by determining compliance with this title, board of public education
transportation policy, and the transportation rules of the superintendent of public instruction and the

department of administration. After making any necessary adjustments to the claims, the superptendent

of public—instruetion department of administration shall order a disbursement from the state money

appropriated by the legislature of the state of Montana for the state transportation reimbursement. The
payment of all the district’s claims within one county must be made to the county treasurer of the county,

and the county superintendent shall apportion the payment in accordance with the apportionment order

supplied by the superintendent-efpublie-hstrustion department of administration.”

Section 61. Section 23-7-202, MCA, is amended to read:

"23-7-202. Powers and duties of commission. The commission shall:

{1) establish and operate a state lottery and may not became involved in any other gambling or
gaming;

{2} determine policies for the aperation of the state lottery, supervise the director and his the staff,
and meet with the director at least once every 3 months to make and consider recommendations, set
policies, determine types and forms of lottery games to be cperated by the state lottery, and transact other
necessary business;

(3) maximize the net revenue paid te-the-superirtendent-of-publieirstruetion-and to the board of
crime control under 23-7-402 and ensure that all policies and rules adopted further revenue maximization;

{4) subject to 23-7-402(1), determine the percentage of the money paid for tickets or chances to

be paid out as prizes;
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{5) determine the price of each ticket or chance and the number and size of prizes;

(6} provide for the conduct of drawings of winners of lottery games;

{7) carry out, with the director, a continuing study of the state lotteries of Montana and other
states to make the state lottery more efficient, profitabie, and secure from violations of the law;

[8) study and may enter into agreements with other lottery states to offer lottery games;

{9) prepare quarterly and annuai reports on all aspects of the operation of the state lottery,
including but not limited to types of games, gross revenue, prize maney paid, operating expenses, net
revenue to the state, contracts with gaming suppliers, and recommaendations for changes to this part, and
deliver a copy of each report to the governor, the department of administration, the legislative auditor, the
president of the senate, the speaker of the house of representatives, and each member of the appropriate
committee of each house of the legislature as determined by the president of the senate and the speaker
of the house; and

(10) adopt rules relating to lottery staff sales incentives or bonuses and sales agents’ commissions

and any other rules necessary to carry out this part.”

Section 62. Section 23-7-402, MCA, is amended to read:

"23-7-402. Disposition of revenue. (1) A minimum ¢f 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) Commussions 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, commissians, and operating
expenses, together with the interest earned on the gross revenue while the gross revenue is in the
enterprise fund, is net revenue. Except for the amount required to be paid transferred under subsection {5),
net revenue must be paid guarterly from the enterprise fund established by 23-7-401 to the superintendent

sf-pablic-iastruetion state general fund for distribution as state equalization aid to the public schools of

Montana a

{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 of budget and program planning.
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{5) (a) An amount equal 10 9.1% of the net revenue derived under subsection (3), but not to
exceed $1 million in any fiscal year, must be paid to the board of crime control.

{b} All money paid to the board of crime control under this subsection () must be used to fund
state grants to counties for youth detention services and to cover the costs of administering the grant
program as authorized in 41-5-1002. The grants are statutorily appropriated, as provided in 17-7-502, to
the board of crime control. The costs of administering the grant program must be paid pursuant to a

legisiative appropriation.”

Section 63. Section 77-1-507, MCA, is amended to read:

"77-1-507. School district use of proceeds. The money received by any school district under this
part shal-be is designated as district money for the general maintenance and operation of the elementary
schools of the district. Sueh The money may be used by the district as all other cash balances are used in

accordance with the provisions of 268336 20-9-141."

Section 64. Section 80-6-201, MCA, is amended to read:

"90-6-201. Purpose. The purposes of this part are to assist local governmental units whieh that
have been required to expand the pravision of public services as a consequence of large-scale development
of coal mines and coal-using energy complexes, to assist in the construction and reconstruction of
designated portions of highways whiek that serve the area affected by seeb large-scale development, to
support county land planning, and to irvestapertier-oithetaxrevenue-from-coal-mines—iA-a-permanent
fund —the-ircemefrom-which-shall-be-usedforthe support of public schools throughout the state.”

Section 65. Section 90-6-212, MCA, is amended to read:

"90-6-212. Local impact account -- disposition of loan repayments, interest, and unexpended
balances. (1) The money derived from loans made pursuant to this part, including interest thereen on the
loans, must be deposited to the credit of the local impact account created in 90-6-202,

(2) The unexpended money in the local impact account must be invested by the Board of
investments as provided by statute. Interest and earnings must be deposited to the credit of the state

spectabrevenve—fund general fund for state equalization aid to public schools of the state.

(3] The unexpended balance in the local impact account at the end of each fiscal year must be
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deposited to the credit of the state-specialrevenue general fund for state equalization aid to public schools

of the state.”

Section 66. Section 90-6-309, MCA, is amended to read:

"90-6-309. Tax prepayment -- large-scale mineral development. (1) After permission to commence
operation s 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
deveiopment in this state shall prepay property taxes as specified in the impact plan. This prepayment shall
must exclude the 6-mill university levy established under 20-25-423 and may exclude the mandatory county
levies for the school BASE funding program established in 20-9-331 ard26-9-333.

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

{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 expenditures created by the impacts of the large-scale mineral development.

(4) When the mineral development facilities are completed and assessed by the department of
revenue, they 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
subsection (b).

{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—hewever; exceed the tax obligation of the developer for that vear, and the time period for tax

crediting is limited to the productive life of the mining operation.”

Section 67. Section 90-6-403, MCA, is amended to read:
"90-6-403. Jurisdictional revenue disparity -- conditioned exemption and reallocation of certain

taxable valuation. {1} When an impact plan for a large-scale mineral deveiopment approved pursuant to
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90-6-307 identifies a jurisdictional revenue disparity, the board shall promptly notify the developer, all
affected local government units, and the department of revenue of the disparity. Except as provided in this
section and 90-6-404, the increase in taxable valuation of the mineral development that occurs after the
issuance and validation of a permit under 82-4-335 is not subject to the usual application of county and
school district property tax mill levies. This increase in taxable valuation must be ailocated to local
government units as provided in 90-6-404. The increase in taxable valuation allocated as provided in
90-6-404 is subject to the application of property tax mill levies in the local government unit to which it
is allocated.

{(2) The total taxable valuation of a large-scale mineral development remains subject to the

statewide mill levies and the basie county lewies egualization levy for elementary and high school BASE

funding programs as provided in 20-8-331 ard-20-9-333.
(3) The provisions of subsection (1} remain in effect until the large-scale mineral development
ceases operations or until the existence of the jurisdictional revenue disparity ceases, as determined by the

hoard.”

NEW SECTION. Section 68. School finance duties of the department of administration. The

department of administration shall:

{1) generally supervise the school budgeting procedures prescribed by law in accordance with the
provisions of 20-3-102 and prescribe the school budget format in accordance with the provisions of
20-9-103 and 20-9-506;

(2} establish a system of communication for calculating joint district revenue in accordance with
the provisions of 20-9-151;

(3) approve or disapprove the adoption of a district’s budget amendment resolution under the
conditions prescribed in 20-9-163 and adopt rules for an application for additional direct state aid for a
budget amendment in accordance with the approval and dishursement provisions of 20-9-166;

{4) generally supervise the school financial administration provisions as prescribed by 20-9-201{2},

{8) prescribe and furnish the annual report forms to enable the districts to report to the county
superintendent in accordance with the provisions of 20-9-213(6) and the annual report forms to enable the
county superintendents to report to the department of administration in accordance with the provisions of

20-3-209;
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{6} distribute BASE aid and special education allowable cost payments in support of the BASE
funding program, in accordance with the provisions of 20-9-331, 20-3-342, 20-8-346, 20-9-347, and
20-9-366 through 20-9-369;

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

(8) administer the distribution of guaranteed tax base aid in accordance with 20-9-366 thraugh
20-9-369;

(9} disburse the state transportation reimbursement in accordance with the provisions of law, the
transportaticn policies of the board of public education, and the transportation rules of the superintendent
of public instructicn; and

{10} resolve any controversy resulting from the proration of costs by a joint board of trustees under

the provisions of 20-3-362.

NEW SECTION. Section 69. Repealer. Section 20-9-333, MCA, is repealed.

NEW SECTION. Section 70. Codification instruction. [Section 68] is intended to be codified as

an integral part of Title 20, chapter 9, part 3, and the provisions of Title 20 apply to [section 68].

NEW SECTION. Section 71. Effective date. [This act] is effective July 1, 1996.

-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HB0422, as introduced

DESCRIPTION OF PROPOSED LEGISLATION:

An act generally revising the collection and transmission of state and county revenue for
public school districts; transferring the school financial and budgeting administration
from the Superintendent of Public Instruction to the Department of Administration;
eliminating the state equalization aid account and certain dedicated revenue for schocl
funding; combining the 33-mill county equalization levy for elementary school districts
and the 22-mill county equalization levy for high school districts into a 55-mill county
equalization levy for schools; transferring to the State Treasurer certain functions of
the State Auditor cconcerning federal land payments.

ASSUMPTIONS :

1. The Office of Public Instruction employs three FTE for the distribution of
state egualization aid, special education, and transportation payments to
counties for distribution to public schocls. HB 422 would transfer OPI's
staff to the Department of Administration (1 Grade 14, 2 Grade 11). The
perscnal services budget associated with thege FTE is $91,642 for FY95,

2. DoA would need 1 FTE additional at grade 15 to superviee this operation and
coordinate the activity with the Treasury Unit and OPI for additional personal
service costs of $33,652, assuming the person comes on at entry level; perscnal
services do not include adjustments for preposed pay plan.

3. The cperating expenses that will transfer with these job functions total $186,505 as
listed below. The Office of Public Instruction will continue te operate and
maintain MAEFAIRS as the enrollment and accreditation information feeds into the
payments of state aid to school districts. The Department of Administration will
access MAEFAIRS to enter school district financial data and to make BASE aid,
trangportation, and special education payments to school districts.

Photocopies s 2,000
Keypunch Services 7,500
Computer Services 1,730
Printing 10,000
Supplies 700
Postage 15,000
Phone 5,000
School District Audits 139,575
Travel 5,000

$186,505

4. Equipment and cffice furniture used by the three individuals at OPI would transfer

to the Department of Adminigtration; an additional PC and office furniture would
have to be purchased for the additional FTE along with appropriate software.

5. The 4 FTE would be located in office space on the Capitcl Complex, not in the
Mitchell Building; rent charged for office space assumes 200 sg. ft. per person at
$8.50 per sqg. ft. per year.

6. DoA would incur one-time moving costs of approximately $200 per person along with
equipment hookup cOStE.

2-13-9%
DAVID LEWIS, BUDGET DIRECTOR DATE
Office of Budget and Program Planning

Fiscal Note for HBQ422, as introduced

HB 422,



Fiscal
Page 2
{conti

10.

11.

12.

Note Request, HB0422, as introduced

nued)

The Department of Administraticn currently makes meonthly payments of the state
equalization aid and special education payments to counties. OPI determines
these payment amounts and submits the distribution information to the
Department of Administration, so the Department of Administration can make the
payments electronically to counties. A Department of Administration employee
will assume the tasks currently performed by an OPI employee.

School districts will submit budget reports and Trustee Financial Summaries to the
Department of Administration. In FY95, 120 school digtricts submitted financial
reports electronically to OPI through MAEFAIRS (Montana Automated Education Finance
and Information Reporting System). Under HB 422, the Department of Administration
will keypunch {or contract for the keypunching) of the financial data for districts
that do not report electronically.

The Office of Public Instruction will continue to maintain enrollment data and
calculate the average number belonging for each school district. OPI will
distribute federal funds to districts and review school district audit reportse to
ensure compliance with federal maintenance of effort requirements. OPI will need
access to school district trustee financial summaries tc ensure compliance with
federal regulations.

The Office of Public Instruction will no longer provide training workshops for
school clerks on how to complete the district budget and Trustees Financial
Summaries. OPI will no longer maintain the Montana School Accounting Manual.
These functions will be performed by the Department of Administration under HR
422,

HB 422 de-earmarks the state equalization aid account and redirects the coal
tax, coal trust interest, county egualization levy, 40 mill state egualization
aid levy, lottery revenues, and common school interest and income to the gtate
general fund. There is no impact to state revenueg as a result of this
proposal as revenues diverted from the state equalization account egual the
revenues reallocated te the state general fund.

Currently, the State Auditor makes one distribution of forest reserve money annually
to counties. This distribution takes approximately two days to process each vear.
The State Treasurer will process the distribution in the same manner as the State
Auditor.

FISCAL IMPACT:

Expenditures:
FY9¢6 FYS7
Difference Difference

Qffice of Public Instruction
FTE (3.00)
Persocnal Services {91,642}
Operating Expenses {186,505}

Total (General Fund) (278,147)
Department of Administration
FTE 4.00
Perscnal Services 125,294
Operating Expenses 193,305
Equipment 4,800

Moving Costs

Tot

1,600

al (General Funad) 324,999



Fiscal Note Regquest, HB0422, as introduced
Page 3
(continued)

Revenues: No net impact tc state revenues. The revenues diverted from the state
equalizaticn aid account will be reallocated to the state general fund.

Net Impact: General fund costs increase by $46,852 in FY97

EFFECT ON COUNTY QR OTHER ILOCAL REVENUES OR EXPENDITURES:

LONG-RANGE EFFECTS OF PROPOSED LEGISTATION:

Keypunch costs will decrease as more school districts submit reports electronically.

TECHNICAL NOTES:

1.

Secticon 25 requires the superintendent of public instruction to make special
education payments negotiated under this section. To be consistent with other
sections of HB 422, the bill should be clarified to authorize the Department of
Administration to make the payment.

HB 422 provides a statutory appropriation for county equalization aid and a
legislative appropriation of state general fund monies. This proposal makes for
confusion in the accounting process by requiring the Department of Administration
to record expenditures against two appropriations where only one appropriation
should be necessary.

Forest Reserve money should be accounted for in an agency fund and distributions to
the counties should not have to be appropriated; reguires language in statute
specifying that receipt and distribution of the forest reserve moniey should be in the
agency fund or it will have to accounted for in a special revenue fund as directed by
Sec. 17-2-103(4).

Distribution of scheool equalization funding for GTB, advances to school districts,
special education and transportation, etc. will need tc be appropriated to DoA.



STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HB0422, second reading

DESCRIPTION OF PROPOSED LEGISLATION:

An act generally revising the collection and transmission of state and county revenue for
public schocl districts; eliminating the state equalization aid account and certain
dedicated revenue for schcol funding; combining the 33-mill county equalization levy for
elementary school districts and the 22-mill county equalization levy for high school
districts intec a 55-mill county equalization levy for schools; transferring to the State
Treasurer certain functions of the State Auditor concerning federal land payments;
REVISING THE ALLOCATICN OF CERTAIN FEDERAL LAND PAYMENTS BETWEEN COUNTY ROAD FUNDS AND
SCHOOL FUNDS; PRICRITIZING THE ALLOCATION TO SCHOOL FUNDS.

ASSUMPTIONS:

1. HB 422 de-earmarks the state equalization aid account and redirects the coal
tax, coal trust interest, county equalization levy, 40 mill state equalization
aid levy, lottery revenues, and common school interest and inceome to the state
general fund. There is no impact to state revenues as a result of this
proposal as revenues diverted from the state equalization account egqual the
revenues reallocated to the state general fund.

2. HB 422 combines the 33-mill county equalization levy for elementary jrograms
with the 22-mill county egqualization levy for high school programg to create a
countywide 55 mill levy. There is no fiscal impact on the state from this
change.

3. HE 422 revises the allocation of federal forest reserve funds. As amended, HB
422 allocates 62.5% of forest reserve fees first to the county levies for
retirement and transportation, and then to district transportation and BASE
budget levies, if sufficient funds are available. The allocation of federal
forest reserve funds to county road funds is 37.5%.

4. Federal Payments in Lieu of Taxes to Montana will increase in response to the
increased allocation of federal forest reserve monies to fund school purposes.

5. Currently, the State Auditor makes cne digtribution of forest reserve money annually
to counties. This distribution takes approximately two dayes to process each year.
The State Treasurer will process the distribution in the same manner as the State
Auditor.

FISCAL IMPACT:
Revenues: No net impact to state revenues. The revenues diverted from the state

equalization aid account will be reallocated to the state general fund.

Net Impact: No impact to the state General fund

p ‘9// "
’ - 52/
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DAVID LEWIS, BUDGET DIRECTOR DATE SON, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HB0422, second reading
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Fiscal Note Request, HB0422, second reading
Page 2
(continued)

EFFECT ON COUNTY OR OTHER IOCAL REVENUES OR EXPENDITURES:

County Road funds will receive a reduced allocation of federal forest, grazing, and
wildlife preserve revenues while county and district school levies will receive an
increased allocation. Based on anticipated total statewide federal revenues of $12.6
million, $32.7 million will be reallocated from road to school levies.

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

Because in the calculaticn of federal Payments in Lieu of Taxes (PILT) the above payments
are reduced for most counties for the portion allocated te the road fund but not for the
amount provided to schools, the reallocation will result in increagsed PILT payments to the
counties. In subsequent years counties will receive $1.1 million annually of additional
PILT.

TECHNICAL NOTES :

1. Forest Reserve money should be accounted for in an agency fund and distributions to
the counties should not have to be appropriated; requires language in statute
specifying that receipt and distribution of the forest resgerve money should be in the
agency fund or it will have to accounted for in a special revenue fund as directed by
Sec. 17-2-103(4).
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APPROVED BY COM ON
APPROPRIATIONS

HOUSE BILL NO. 422
INTRODUCED BY S. HANSON

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE COLLECTION AND TRANSMISSION
OF STATEAND COUNTY REVENUE FOR PUBLIC SCHOOL DISTRICTS; FRAMNSRERRINGTHE-SURERVISION

HNSTRUCHONTO-THEDERARTMENT-OF-ABMIBISTRAFION: ELIMINATING THE STATE EQUALIZATION
AID ACCOUNT AND CERTAIN DEDICATED REVENUE FOR SCHOOL FUNDING; COMBINING THE 33-MILL

COUNTY EQUALIZATION LEVY FOR ELEMENTARY SCHOOL DISTRICTS AND THE 22-MILL COUNTY
EQUALIZATION LEVY FOR HIGH SCHOOL DISTRICTS INTO A 55-MILL COUNTY EQUALIZATION LEVY
FOR SCHOOLS; TRANSFERRING TO THE STATE TREASURER CERTAIN FUNCTIONS OF THE STATE
AUDITOR CONCERNING FEDERAL LAND PAYMENTS; REVISING THE ALLOCATION OF CERTAIN FEDERAL

LAND PAYMENTS BETWEEN COUNTY ROAD FUNDS_AND SCHOOL FUNDS; PRIORITIZING THE

ALLOCATION TO SCHOOL FUNDS; AMENDING SECTIONS 2-7-603—27-614; 15-16-802, 15-24-102,

16-24-1402, 15-24-1703, 15-24-1802, 15-24-1902, 15-24-2002, 15-35-108, 17-3-211, 17-3-212,
17-3-213,17-3-214,17-3-222,17-3-305, 17-5-704,1%7-364-17-7-502, 26136+, 20-3-106, 26-3-206;

26-3-208-20-3-324-20-5-316, 20-5-324, 20-6-702, 20-7-4 20, 20-9402-26-0-103-20-0-121-20-8-134-
20-9-212,20-8-213;20-9-3086,

20-9-307,20-9-308, 20-9-331, 20-9-332, 20-9-334, 20-9-335, 20-9-342, 20-9-343, 20-9-344, 20-9-346,
20-9-347, 260-8-361 20-9-360, 20-9-361, 20-8-368—200-601—10-0-606—20-9-806—20-10-312;
2016143 -20-10-146-23-7-202; 23-7-402, 77-1-507, 90-6-201, 90-6-212, 90-6-309, AND 90-6-403,
MCA; REPEALING SECTION 20-9-333, MCA; AND PROVIDING A DELAYED EFFECTIVE DATE.”

Z\(\ 1- HB 422
‘ Montana Legisiative councii SECOND READING
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29 Section 1. Section 15-16-802, MCA, is amended to read:

30 "15-16-802. Suspension of certain state taxes. (1) Delinquent taxes, penalties, and interest for

-3- HB 422
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taxable tax years prior to 1988 are suspended for 36 months from May 22, 1989, for an airline
incorporated in M‘ontana that has filed for chapter 11 bankruptey before May 22, 1989, ‘

(2) The tax suspension provided by this section applies to property taxes levied under Title 15,
chapter 10, and 20-9-331—aprd26-8-333.

(3) The repayment of all delinquent taxes, penalties, and interest suspended under subsection (1)

must be included in the chapter 11 bankruptcy reorganization plan of the airline.”

Section 2. Section 15-24-102, MCA, is amended to read:

"15-24-102. Valuation of interstate fleets -- determination of aggregate tax due -- exemption from
mill levies. The department of revenue shall assess the taxable vehicles of any interstate motor vehicle fleet
making application for proportional registration, as follows:

(1) The purchase price of the taxabte vehicles depreciated by a schedule as prescribed by the
department determines the depreciated value.

(2) The depreciated value multiplied by the percent of miles traveled in Montana, as prescribed by
61-3-721, is the market value.

(3) The sum of the market value of all taxable vehiciles included in the fleet muitiplied by 9% is the
taxable value for the entire fleet as provided in 15-6-138.

(4) To determine the amount of tax due, the taxable value of the entire fleet must be multiplied by
the statewide average county mill levy plus state levies as provided in 15-24-103.

{6} To determine the tax due under this chapter, state levies applicable to interstate motor vehicle
fleets include but are not limited to levies imposéd under 15-10-101, 15-10-108, 20-9-331, 26-8-333+
20-9-360, and 53-2-813.

{6) All taxes and fees collected on motor vehicle fleets under this chapter must be\deposited and

distributed as provided in 15-24-105."

Section 3. Section 15-24-1402, MCA, is amended to read:

"15-24-1402. New or expanding industry -- assessment -- notification. {1) In the first b years after
a construction permit is issued, qualifying impravements or modernized processes that represent new
industry or expansion of an existing industry, as designated in the approving resolution, must be taxed at

50% of their taxable value. Each year thereafter, the percentage must be increased by equal percentages

Z\'\ -4 - HB 422
( Montana Leglslatlve council
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until the full taxable v;lue is attained in the 10th year. In subsequent years, the property must be taxed at
100% of its taxable value.

(2) (a) In order for a taxpayer to receive the tax benefits described in subsection {1}, the governing
body of the affected county or the incorporated city or town must have approved by separate resolution
for each project, following due notice as defined in 76-15-103 and a public hearing, the use of the schedule
provided for in subsection {1) for its respective juriédiction. The governing body may not grant approval for
the project until all of the applicant’s taxes have been paid in full. Taxes paid under protest do not preclude
approval.

(b) The governing body may end the tax benefits by majority vote at any time, but the tax benefits
may not be denied an industrial facility that previously qualified for the benefits.

(c)‘ The resoiution provided for in subsection {2}{a) must include a definition of the improvements
or modernized processes that qualify for the tax treatment that is to be allowed in the taxingv jurisdiction.
The resolution may provide that real property other than land, personal property, improvements, or any
combination thereef of property is eligible far the tax benefits described in subsection (1).

(3) The taxpayer shall apply to the department for the tax treatment allowed under subsection {1).
The application by the taxpayer must first be approved by the governing body of the appropriate local
taxing jurisdiction, and the governing body shall indicate in its approval that the property of the applicant
qualifies for the tax treatment provided for in this section. Upon receipt of the form wifh the approval of
the governing body of the affected taxing jurisdiction, the department shall make the assessment change
pursuant to this section.

(4) The tax benefit described in subsection (1) applies only to the number of mills levied and
assessed for local high school district and elementary school district purposes and to the number of mills
levied and assessed by the governing body approving the benefit over which the governing body has sole
discretion. The benefit described in subsection (1) may not apply to levies or assessments required under
Title 15, chapter 10, 20-9-331, 20-8-333; or 20-9-360 or otherwise required under state law.

{5) Prior to'approving the resolution under this section, the governing body shall notify by certified

mail all taxing jurisdictions affected by the tax benefit."

Section 4. Section 15-24-1703, MCA, is amended to read:

"15-24-1703. Application of suspension or cancellation. The suspension or cancellation of

5. HB 422
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delinguent property taxes pursuant to this part:

(1} applies to all mills levied in the county or otherwise required under state law, including levies
or assessments required under Title 15, chapter 10, 20-9-331, 20-8-333- and 20-25-423;

{2) does not apply to assessments made against property for the payment of bonds issued pursuant

to Title 7, chapter 12."

Section 5. Section 15-24-1802, MCA, is amended to read:

"15-24-1802. Business incubator tax exemption -- procedure. (1) A business incubator owned or
leased and operated by a local economic development organization is eligible for an exemption from
property taxes as provided in this section.

{2} In order to qualify for the tax exemption described in this section, the governing body of the
county, consolidated government, incorporated city or town, or school district in which the property is
located shall approve the tax exemption by resolution, after due notice, as defined in 76-15-103, and
hearing. The governing body may approve or disapprove the tax exemption provided for in subsection {(1).
If a tax exemption is approved, the governing body shall do so by a separate resolution for each business
incubator in its respective jurisdiction. The governing body may not grant approval for the business
incubator until all of the applicant’s taxes have been paid in full or, if the property is leased to a business
incubator, untit all of the owner’s property taxes on that property have been paid in full. Taxes paid under
protest do not preclude approval. Prior to holding the hearing, the governing body shall determine that the
local economic development organization:

{(a) is a private nonprofit corporatian as provided in Title 35, chapter 2, and is exempt from taxation
under section 501(c){3) or 501(c)(B) of the Internal Revenue Code;

(b) is engaged in economic development and business assistance work in the area; and

(c) owns or leases and operates or will operate the business incubator.

{3) Upon receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section.

(4) The tax exemption described in subsection (1) applies only to the number of mills levied and
assessed by the governing body approving the exemption over which the governing body has soie

discretion. If the gbverning body of a county, consolidated government, or incorporated city or town

~approves the exemption, the exemption applies to levies and assessments required under Title 15, chapter

Z\\ 6. HB 422
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10, or 20-9-331-0r-20-8-333 or otherwise required under state law."

Section 6. Section 15-24-1902, MCA, is amended to read:
"15-24-1902. Industrial park tax exemption -- procedure -- termination. {1) An industrial park

owned and operated by a local economic development organization or a port authority is eligible for an

" exemption from property taxes as providéd in this section.

{2) In order to qualify for the tax exemption described in this section, the governing body of the
county, consolidated government, incorporated city or town, or school district in which the property is
located shall approve the tax exemption by resolution, after due notice, as defined in 76-15-103, and
hearing. The governing body may approve or disapprave the tax exemption provided for in subsection (1).
If a tax exemption is approved, the governing body shall do so by a separate resolution for each industrial
park in its respective jurisdiction. The governing body may not grant approval for the industrial park until
ali of the applicant’s taxes have been paid in full. Taxes paid under protest do not preciude approvat. Prior
to holding the hearing, the governing body shall determine that:

{a) the local economic development arganization:

{ij is a private, nonprofit corporation as provided in Title 35, chapter 2, and is exempt from taxation
under section 501{c)(3) or 501(c}(6) of the Internal Revenue Code;

{ii} is engaged in economic development and business assistance wark in the area; and

(i) owns and operates or will own and operate the industrial development park; or

{b) the port authority legally exists under the provisions of 7-14-1101 or 7-14-1102.

{3) Upon receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section.

(4) The tax exemption described in subsection (1} applies only to the number of mills levied and
assessed by the governing body approving the exemption over which the governing body has sole
discretion. If the governing body of a county, consolidated government, or incorporated city or town
approves the exemption, the exemption applies to levies or assessments required under Title 15, chapter
10, or 20-9-331-e+20-8-333 or otherwise required under state law.

{5) If alocal economic development arganization sells, leases, or otherwise disposes of the exempt
property to a purchaser or lessee that is not a lecal economic development organization or a unit of federal,

state, or local government, the tax exemption provided in this section terminates. The termination of the

/\‘\ -7- HB 422
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exemption applies January 1 of the taxable tax year immediately following the sale, lease, or other
disposition of the property. Upon termination of the exemption, the property must be assessed as provided

in 15-16-203."

Section 7. Section 15-24-2002, MCA, is amended to read:

"15-24-2002. Building and land tax exemption -- procedure -- termination. {1} A building and land
owned by a local economic development organization that the local economic development organization
intends to sell or lease to a profit-oriented, employment-stimulating business are eligible for an exemption
from property taxes as provided in this section.

{2} In order to qualify for the tax exemption described in this section, the governing body of the
affected county, consolidated government, incorporated city or town, or school district in which the
building and land are located shall approve the tax exemption by resolution, after due notice, as defined
in 76-15-103, and hearing. The governing body may approve or disapprove the tax exemption provided far
in subsection {1). The governing body shall approve a tax exemption by a separate resolution. The
governing body may not grant approval for the building and Iand until all of the applicant’s taxes have been
paid in full, Taxes paid under protest do not preclude approval. Prior to holding the hearing, the governing
body shall determine that the iocal economic development organization:

{a) is a private, nonprofit corporation, as provided in Title 35, chapter 2, and is exempt from
taxation under section 501(c}{3) or 501(c){6) of the Internal Revenue Code;

(b} is engaged in ecanomic development and business assistance work in the area; and

{c) owns or will own the building and land.

{3) Upon receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section.

{4} The tax exemption described in subsection (1) applies oniy to the number of mills levied aﬁd
assessed by the governing body approving the exemption over which the governing body has sole
discretion. |f the governing body of a county, consolidated government, or incorporated city or town
approves the exemption, the exemption applies to levies or assessments required under Title 15, chapter
10, or 20-9-331-e~20-8-333 and other levies required under state law.

{5) When a local economic development organization sells, leases, or otherwise disposes of the

exempt property to a purchaser or lessee that is not a local economic development organization or a unit

Z\'\ -8- HB 422
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of federal, state, or local government, the tax exemption provided in this section terminates. The
termination of the exemption applies January 1 of the taxable tax year immediately following the sale,
lease, or other disposition of the property. Upon termination of the exemption, the property must be

assessed as provided in 16-16-203."

Section 8. Section 15-35-108, MCA, is amended to read:

“15-35-108. (Temporary) Disposal of severance taxes. Severance taxes collected under this
chapter must, in accordance with the provisions of 15-1-501(6), be allocated as follows:

(1) Fe Fifty percent of the total coal severance tax collections must be allocated to the trust fund
created by Article IX, section 8, of the Montana constitution-68%eftetal-cealseverance-tax-collections.

The trust fund money must be deposited in the fund established under 17-6-203(6) and invested by the

* board of investments as provided by law.

(2) Starting July 1, 1987, and ending June 30, 2003, 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 collections remaining after allocation to the trust fund under subsection (1)
are allocated in the following percentages of the remaining balance:

{a} 17%% 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 state-speciabrevenue general fund ferstate

{e}H{b) 1% to the state special revenue fund to the credit of the county land planning account;

{He) 1% % to the credit of the renewable resource development bond fund;

{e}(d) 0% to a nonexpendable trust fund for the purpose of parks acquisition or management.
Income from this trust fund must be appropriated for the- acquisition, development, operation, and
maintenance of any sites and areas described in 23-1-102.

{#{e) 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 participativng in regional and national networking;

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

Hal 1% % to the debt service fund type to the credit of the renewable resource loan debt service

Z\\ -9- HB 422
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fund;

#h) 2% to the state special revenue fund for the Montana Growth Through Agriculture Act;

i) 1 2/3% to a nonexpendable trust fund for the purpose of protection of works of art in the
state capitol and for other cultural and aesthetic projects. Income from this trust fund shall must be
appropriated for protection of works of art in the state capitol and other cultural and aesthetic projects.

Hei) beginning July 1, 1993, and ending June 30, 1995, 3 1/3% to a special revenue account to
be used by the department of fish, wildlife, and parks for the stabilization and preservation of histaric and
cultural sites within the state park system;

#{k) all other reverues revenue from severance taxes collected under the provisions of this chapter
to the credit of the general fund of the state. (Terminates June 30, 1995--sec. 4, Ch. 536, L. 1993.)

15-35-108. (Effective July 1, 1995) Disposal of severance taxes. Severance taxes collected under
this chapter must, in accordance with the provisions of 15-1-501(6), be allocated as follows:

{1) Fe Fifty percent of the total coal severance tax collections must be allocated to the trust fund

created by Article IX, section 5, of the Montana constitution50%-eftotal-coal-severance-tax—colestions.
The trust fund money must be deposited in the fund established under 17-6-203(6) and invested by the
board of investments as provided by law.

{2} Starting July 1, 1987, and ending June 30, 2003, 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 collections remaining after allocation to the trust fund under subsection {1)
are allocated in the following percentages of the remaining balance:

{a) 17% % to the credit of the local impact account. Unencumbered funds remaining in the local

impact accaunt at the end of each biennium are allocated to the state-specia+evenue general fund ferstate

{eHb) 1% to the state special revenue fund to the credit of the county land planning account;

{eH{c) 1% % to the credit of the renewable rescurce development bond fund;

te}{d) 3 1/3% to a nonexpendable trust fund for the purpose of parks acquisition or management.
Income from this trust fund must be appropriated for the acquisition, development, operation, and
maintenance of any sites and areas described in 23-1-102.

{He) 1% to the state special revenue fund to the credit of the state library commission for the
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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;

gHf) 1/2 of 1% to the state special revenue fund for conservation districts:

gl 1% % to the debt service fund type to the credit of the renewable resource loan debt service
fund;

#hl 2% to the state special revenue fund for the Montana Growth Through Agriculture Act;

#Hi) 1 2/3% to a nonexpendable trust fund for the purpose of protection of works of art in the
state capitol and for other cultural and aesthetic projects. Income from this trust fund ska# must be
appropriated for protection of works of art in the state capitol and other cultural and aesthetic projects.

Het(j) all other revenues revenue from severance taxes collected under the provisians of this chapter
to the credit of the general fund of the state. (Terminates July 1, 2003--sec. 4, Ch. 191, L. 1991.)

15-35-108. (Effective July 1, 2003) Disposal of severance taxes. Severance taxes collected under
this chapter must, in accordance with the provisions of 15-1-5601(6}, be aliocated as follows:

{1} Fe Eifty percent of the total coal severance tax collections must be allocated to the trust fund
created by Article IX, section 5, of the Montana constitution—689%-etetal-ceat-severanee-tax-collections.
The trust fund money must be deposited in the fund established under 17-6-203(6) and invested by the
hoard of investments as provided by law.

(2) Coal severance tax collections remaining after allocation to the trust fund under subsection {1)
are allocated in the following percentages of the remaining balance:

{a) 17% % to the credit of the local impact account. Unencumbered funds remaining in the local

impact account at the end of each biennium are aliocated to the state-spesialrevenue general fund forstate

{e}(b) 1% to the state special revenue fund to the credit of the county land planning account;

+{c) 1% % to the credit of the renewable resource development bond fund;

te¥d) 3 1/3% to a nonexpendable trust fund for the purpose of parks acquisition or management.
Income from this trust fund must be appropriated for the acquisition, development, operation, and
maintenance of any sites and areas described in 23-1-102.

{#e)] 1% to the state special revenue fund to the credit of the state library commission for the

_purposes of providing basic library services for the residents of all counties through library federations and
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far payment of the costs of participating in regional and national networking;

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

thi{a) 1% % to the debt service fund type to the credit of the renewable resource loan debt service
fund;

#h) 2% to the state special revenue fund for the Montana Growth Through Agriculture Act;

{Hi) 1 2/3% to a nonexpendable trust fund for the purpose of protection of works of art in the
state capitol and for other cultural and aesthetic projects. Income from this trust fund skal must be
appropriated for protection of works of art in the state capitol and other cultural and aesthetic projects.

{k{j) all other revenues revenue from severance taxes collected under the provisions of this chapter

to the credit of the general fund of the state.”

Section 9. Section 17-3-211, MCA, is amended to read:
"17-3-211. Forest reserve money. {1) The state treasurer, for the purpose of carrying out the

provisions of 16 U.S.C, 500; and all acts subseqguent therete 1o those provisions, shall divide and distribute

all forest reserve smoneys money received by the state thereunder, plus interest earned, to and amon'g the

several counties entitled therete to receive funds and pay the same funds to the several county treasurers

of sweh the counties within 30 days after receiving full payment of the same federal funds—as-directed-by
the-state-auditor.
{2) The forest reserve money shall must be invested and all investment earnings credited to the

forest reserve account.”

Saction 10. Section 17-3-212, MCA, is amended to read:

"17-3-212. Apportionment of forest reserve funds among counties. The forest reserve funds and
earned interest are statutorily appropriated, as provided in 17-7-502, to the state auditer treasurer, who
shall apportion saig the forest reserve funds and earned interest for allocation hetween the severat eligible
counties as follows: all funds received from each forest reserve shall must be apportioned between the
counties in which sueh the forest reserve is situated in proportion to the acreage of sweh the forest reserve
in each county, and the state treasurer shall pay the several amounts se apportioned plus interest thereen,

as provided in 17-3-211, to the respective counties.”
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SECTION 11. SECTION 17-3-213, MCA, IS AMENDED TO READ:

"17-3-213. Allocation to general road fund and eountywide schaool levies. {1) The forest reserve
funds se apportioned to-caeh-courty as Qrovided in 17-3-212 must be apportioned by the county treasurer
ireach-eounty as follows:

{a) to the general road fund, 66-2/3% 37.5% of the total amount received;

(b) to the following eourbywide school levies, 33-H3% 62.5% of the total sum amount received,

to be distributed in the following order:

v the elementary and high school district retirement fund ebligatiens levy provided for in
20-9-501;

{ii} the county transportation fund levy provided for in 20-10-1486;

{iii} the schoo! district transportation fund levy for each school district within the county;

(iv) the BASE budget levy of each school district within the county, to be distributed on a prorated

basis among the school districts according to the amount of revenue in district mills and guaranteed tax

base aid, excluding all nonlevy revenue, that is required to provide funding up to the BASE budget of each

school district; and

{v) as afinal distribution, the basic county egualization levy for elementary and high school districts

as provided in 20-9-331.

{2} The apportionment of money to the funds provided for under subsection (1)(b), except for

subsection (1){b){ivl, must be made by the county superirterdent Lreasurer by allocating money to each

of the funds_in the order provided sc that the levy requirements of each fund are eliminated prior to the

allocation to the next fund that is listed. Allocations among school districts must be based on the proportion

that the mill levy of each specified fund bhears to the total number of mills for all the funds of that type

within the county. Whenever the total amount ot money available for 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 (1)(b}.

(3) In counties in which special road districts have been created according to law, the board of

-13 - HB 422
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county commissioners shall distribute a proportionate share of the 86-2/3% 37.5% of the total amount
received for the general road fund to the special road districts within the county based upan the percentage
that the total area of the road district bears to the total area of the entire county.

14) Neotwithstanding the provisions of subsection (3), the county commissioners may allocate a

portion of the share of the 37.5% received for the general road fund to the county treasurer to be

distributed to the school districts of the county based on the proportion that the mill levy ef each school

district fund bears to the total number of mills for all school district funds within the county.”

Section 12. Section 17-3-214, MCA, is amended to read:
"17-3-214. Correction of errors in apportionment. In the event of any error e~errers made in the

apportionment or distribution of sad the forest reserve funds, sueh the error or errors shall must be

- corrected by the state-auwditerand state treasurer, equalizing future payments to the severat eligible counties

so that the total proportionate sum received by each eligible county skaihe is as #ixed provided in
17-3-212."

SECTION 13. SECTION 17-3-222, MCA, IS AMENDED TO READ:

"17-3-222. Apportionment of meneys—te—seunties money. Hshalb-be-the-duty-ef-the The state

treasurer 6 shall properly apportion and allocate these-meneys federal Taylor Grazing Act money to the

ard-B0S%te-the-eommeon-sehoetkfund-of-the-eeunty basic county equalization levy for elementary and high

school districts as provided in 20-9-331."

SECTION 14. SECTION 17-3-305, MCA, IS AMENDED TO READ:

"17-3-305. Disposal of meneys money. (1} A4 Excebt as provided in Title 17, chapter 3, part 3,

for payments received by school districts or counties, payments efsums in lieu of taxes received by this

state shall must be deposited in funds according to the state levies.

{2) A county receiving money pursuant to 7 U.S.C. 1012 or 16 U.5.C. 715s shall allocate the

money as follows:

{a} to the county road fund, 37.56% of the total amount received:

{b} to the following school levies, 62.5% of the totai amount received, to be distributed in the

_14. HB 422
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following order:

(i} the county transportation fund levy provided for in 20-10-146;

{i}_the elementary and high school retirement fund levy provided for in 20-9-501:

{iii) the school district transportation fund levy of each school district within the county:

{ivl the BASE budget levy of each schoal district within the county, to be distributed on a prorated

basis amona the school districts according to the amount of revenue in district mills and guaranteed tax

base aid, excluding all nonlevy revenue, that is reguired to provide funding up to the BASE budget of each

school district; and

(v) as a final distribution, the basic county equalization levy for elementary and high school districts

as provided in 20-9-331.

(3) The apportionment of money to the funds provided for under subsection (2)(b}, except for

subsection_{2){b](iv], must be made by the county treasurer by allocating maney to each of the funds in

the order provided so that the levy requirements of each fund are eliminated prior to the allocation to the

next fund that is listed. Allocations among school districts must be based on the proportion that the mill

levy of each specified fund bears to the total number of mills for all the funds of that type within the

county.”

Section 15. Section 17-5-704, MCA, is amended to read:
"17-5-704. Investment of funds. Money in the coal severance tax bend fund, the coal severance
tax permanent fund, the coal severance tax income fund, and the coal severance tax school bond

contingency loan fund must be invested in accordance with the investment standards for coal severance
tax funds. Income and earnings from all funds are-statuterily—appropriated—asprovided—in—77-6021as
fallews:
TUET-YY st i . ; I
+2+—8B8%te must be deposited in the state general fund.”
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Section 16. 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 effective, a statutory appropriation must comply
with both of the following provisions:

{a) The taw containing the statutory autharity 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; 2-17-105;
2-18-812; 3-5-901; 5-13-403; 10-3-203; 10-3-312; 10-3-314; 10-4-301; 15-1-111; 15-23-706;
15-25-123;15-31-702; 15-36-112;1 5-37-1 17;15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410;
16-1-411;17-3-106;17-3-212; 17-5-404; 17-56-424; 37-b-704+: 17-5-804; 17-6-101; 17-6-201; 17-8-409;
17-7-304; 18-11-112; 19-2-5602; 19-6-709; 19-9-1007; 19-15-101; 19-17-301; 19-18-512; 19-18-513;
19-18-606; 19-19-205; 19-19-305; 19-19-506; 20-4-109; 20-8-111; 20-9-361; 20-26-1403; 20-26-1503;
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23-2-823; 23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631; 23-7-301; 23-7-402;
27-12-206; 32-1-5637; 37-43-204; 37-51-501; 39-71-503; 39-71-907; 39-71-2321; 39-71-2504;
44-12-206; 44-13-102; 50-5-232; 50-40-206; 53-6-150; 53-24-206; 60-2-220; 61-2-107; 67-3-205;
75-1-1101; 75-5-507; 75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 80-2-222; 80-4-416;
80-11-310; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 90-3-301; 90-4-215; 90-6-331;
90-7-220; 90-9-306; and 90-14-107.

(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 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 apprapriation authority for the payments. {In subsection {3}: pursuant to sec.
7, Ch. 567, L. 1991, the inciusion of 19-6-709 terminates upon death of last recipient eligible for
supplemental benefit; and pursuant to sec. 15, Ch. 534, L. 1993, the inclusion of 90-14-107 terminates

July 1, 1995.)"

Section 17. Section 20-3-106, MCA, is amended to read:

"20-3-106. Supervisien of schoals -- powers and duties. The superintendent of public instruction

has the general supervision of the public schools and districts of the state and shall perform the following

[\’\ 18 - HB 422
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1 duties or acts in implementing and enforcing the provisions of this title:

2

3 theprovisions—ef-103-362: RESOLVE ANY CONTROVERSY RESULTING FROM THE PRORATION OF
4  COSTS BY A JOINT BOARD OF TRUSTEES UNDER THE PROVISIONS QF 20-3-362;

5 £2M2) issue, renew, or deny teacher certification and emergency authorizations of employment;
6 BH2H3) negotiate reciprocal tuition agreements with other states in accordance with the pravisions

7 of 20-5-314;

8 +434(4) serve on the teachers’ retirement board in accordance with the provisions of 2-15-101GC;

9 +6H4H(5] approve or disapprove the orders of a high school boundary commission in accordance
10 with the provisions of 20-6-311;
11 61BHE) approve or disapprove the opening or reopening of a school in accordance with the
12 provisions of 20-6-502, 20-6-503, 20-6-504, or 20-6-505;
13 +H48}H7) approve or disapprove school isolation within the limitations prescribed by 20-9-302;
14
15
16
17
18
19
20
21
22
23
24

25

26
27 8) GENERALLY SUPERVISE THE SCHOOL BUDGETING PROCEDURES PRESCRIBED BY LAW iN

28 ACCORDANCE WITH THE PROVISIONS OF 20-9-102 AND PRESCRIBE THE SCHOOL BUDGET FORMAT

29  IN ACCORDANCE WITH THE PROVISIONS OF 20-9-103 AND 20-9-506;

30 (9) ESTABLISHA SYSTEM OF COMMUNICATION FOR CALCULATING JOINT DISTRICT REVENUE

-19 - HB 422
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IN ACCORDANCE WITH THE PROVISIONS OF 20-3-151;

(10} APPROVE OR DISAPPROVE THE ADOPTION_OF A DISTRICT'S BUDGET AMENDMENT

RESOLUTION UNDER THE CONDITIONS PRESCRIBED IN 20-9-163 AND ADOPT RULES FOR AN

APPLICATION FOR ADDITIONAL DIRECT STATE AID FOR A BUDGET AMENDMENT 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 TO

REPORT TO THE COUNTY SUPERINTENDENT IN ACCORDANCE WITH THE PROVISIONS OF 20-9-213(5)

AND THE ANNUAL REPORT FORMS TQ ENABLE THE COUNTY SUPERINTENDENTS TO REPORT TO THE

SUPERINTENDENT OF PUBLIC INSTRUCTION IN ACCORDANCE WITH THE PRGVISIONS OF 20-3-209;

H3HA(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 BASE AID AND SPECIAL EDUCATION ALLOWABLE COST PAYMENTS IN

SUPPORT OF THE BASE FUNDING PROGRAM, IN ACCORDANCE WITH THE PROVISIONS OF 20-9-331

20-9-342, 20-9-346, 20-3-347, AND 20-9-366 THROUGH 20-9-369;

{15} PROVIDE FOR THE UNIFORM AND EQUAL PROVISION OF TRANSPORTATION BY

PERFORMING THE DUTIES PRESCRIBED BY THE PROVISIONS OF 20-10-112;

6148116} 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;

H7184(17) request, accept, deposit, and expend federal money in accordance with the provisions
of 20-9-603;

H8H310418) authorize the use of federal money for the support of an interlocal cooperative
agreement in accordance with the provisions of 20-9-703 and 20-9-704,

H9-1{19) prescribe the form and contents of and approve or disapprove interstate contracts in
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accordance with the provisions of 20-9-705;

20H3214(20) approve or disapptdve 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;

248-3(21) recommend standards of accreditation for all schools to the board of public education
and evaiuate compliance with the standards and recommend accfeditation status of every each school to
the board of public education in accerdance with the provisions of 20-7-101 and 20-7-102;

2214(22) collect aﬁd maintain a file of curriculum guides and assist schools with instructional
pragrams in accordance with the provisions of 20-7-113 and 20-7-114,

{23H153(23) establish and maintain a library of visual, aural, and other educational media in
accordance with the provisions of 20-7-201;

£24116124) license textbook dealers and initiate prosecution of textbook dealers violating the law
in accordance with the provisions of the textboaks part of this title;

26H31H1(25) 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 provisions of 20-7-301;

H6HAEH26] supervise and coordinate the conduct of special education in the state in accordance
with the provisions of 20-7-403;

2738427} administer the traffic education program in accordance with the provisions of
20-7-502;

+28H2B4{28) administer the school food services program in accordance with the provisions of
20-10-201, 20-10-202, and 20-10-203;

28421 (29) review school building plans and specifications in accordance with the provisions of
20-6-622;

+30H221(30} prescribe the method of identification and signals to be used by school safety patrols
in accordance with the provisions of 20-1-408; .

BH233(31) provide schools with information and technical assistance for compliance with the
student assessment rules provided for in 20-2-121 and collect and summarize the results of the student

assessment for the board of public education and the legisiature;

{32) ADMINISTER THE DISTRIBUTION OF GUARANTEED TAX BASE AID iN ACCORDANCE WITH
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20-9-366 THROUGH 20-9-369; and

$334241(33) 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.”

[T (< TR+ s B = R <2 Y N ¥ B S

—

-22 - HB 422
Montana Legisiative Council



B4th Legislature HB0422.02

u—

W N B s W N

—_—

11

21
22
23
24
25
26
27
28
29

30

-23- HB 422

ﬁ\ (Montana Legisiative council



54th Legislature HBO422.02

O O W o~ s woN =

—_

28
29

30

- 24 - HB 422

/[’\ {Montana Ltegisiative Council



54th Legislature HB0G422.02

L

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29

30

-25- HB 422

Z\\ (Montana Legisiative Councii



54th Legislature HB0422.02

- 26 - HB 422

Z\’\ ‘mmtana Legislative Councli



54th Legislature HB0422.02

[ R (= R e T = B & 1 7 R S

— ol R R
pr WO -

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Section 18. Section 20-5-316, MCA, is amended to read:

"20-5-316. Out-of-state tuition. {1} The county superintendent of schools of the county of the
district of residence shall make payments from the county basic tax for elementary schools for children who
are placed in facilities outside the state of Montana pursuant to 20-5-321 but not under the provisions of
Title 20, chapter 7, part 4.

(2) The county superintendent of schools of the county of residence shall make payments from the
county baste-special equalization tax ferhigh-seheeols, as provided in 20-9-334, for children who are placed
in facilities outside the state of Montana as a result of a court order or placement by a state agency. This
provision does not apply to children with disabilities that are defined under the provisions of Title 20,

chapter 7, part 4."

Section 19. Section 20-b-324, MCA, is amended to read:

"20-5-324. Tuition report and payment provisions. (1) At the close of the school term of each
school fiscal year and before July 15, the trustees of a district shall report to the county superintendent:

(a) the name and district of residence of each child who is attending a schoot of the district under
an approved mandatory out-of-district attendance agreement;

(b} the number of days of enrollment for each child reported under the provisions of subsection
(1}(a),

{c} the annual tuition rate for each child’s tuition payment, as determined under the pravisions of
20-5-323, and the tuition cost for each reported child; and

{d) the names, districts of attendance, and amount of tuition to be paid by the district for resident
students attending public schools out of state.

{2) The county superintendent shall send, as soon as practicable, the reported information to the
county superintendent of the county in which a reported child resides.

(3} Before July 30, the county superintendent shall report the information in subsection (1){d) to

administration—~which SUPERINTENDENT OF PUBLIC INSTRUCTION, WHO shall;
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{a) calculate the BASE funding amount for which the district would be eligible if the student were

enrolled in the resident district. The reimbursement amount is the difference between the actual amount
paid and the amount calculated in this subsection,

{b} reimburse the district of residence for the BASE funding amount determined in subsection (3){a).

{4) Notwithstanding the requirements of subsection (5), tuition payment provisions for
out-of-district placement of students with disabilities must be determined pursuant to Title 20, chapter 7,
part 4.

{6) Except as provided in subsection (6), when a child has approval to attend a school outside the
chitd’s district of residence under the provisions of 20-5-320 or 20-5-321, the district of residence shall
finance the tuition amount from the district tuition fund and any transportation amount from the
transportation fund.

{6) When a child has mandatory approval under the provisions of 20-5-321, the tuition and
transportation obligation for an elementary school child attending a school outside ef the child’'s county of

residence must be financed by the county besie gqualization tax for elementary and high school districts,

as provided in 20-9-331, for the child’'s county of residence erfera-high-sehool-childotterdinga-seheol

(7} By December 31 of the school fiscal year, the county superintendent or the trustees shall pay
at least one-half of any tuition and transportation obligation established under this saction out of the money
realized to date from the appropriate-basie county equalization tax account provided for in 20-9-334 or from
the district tuition or transportation fund. The remaining tuition and transportation obligation must be paid
by June 15 of the school fiscal year. The payments must be made to the county treasurer in each county
with a school district that is entitled to tuition and transportation, Except as provided in subsection {83(8),
the county treasurer shall credit tuition receipts to the general fund of a school district entitled to a tuition
payment. The tuition receipts must he used in accordance with the provisions of 20-9-141. The county
treasurer shall credit transportation receipts to the transportation fund of a school district entitled to a
transportation payment.

{8)

94 {a) Any tuition receipts received under the provisions of Title 20, chapter 7, part 4, or
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20-5-323(3) for the current school fiscal year that exceed the tuition recéipts of the prior year may be
deposited in the district miscellaneous programs fund and must be used for that year in the manner
provided for in 20-9-507 to support the costs of the program for which the tuition was received.

{b) Any other tuition receipts received for the current school fiscal year that exceed the tuition
receipts of the prior year may be deposited in the district miscellaneous programs fund and may be used
for that year in the manner provided for in that fund. For the ensuing school fiscal year, the receipts must

be credited to the district general fund budget.”

Section 20. Section 20-6-702, MCA, is amended to read:
"20-6-702. Funding for K-12 school districts. (1) Notwithstanding the provisions of subsections

(2} through (8}, a K-12 school district formed under the provisions af 20-6-701 is subject to the provisions

- of law for high school districts.

{2) The number of elected trustees of the K-12 school district must be based on the classification
of the attached elementary district under the provisions of 20-3-341 and 20-3-351.

{3} Calculations for the following must be made separately for the elementary school program and
the high school program of a K-12 school district:

{a) the The calculation of ANB for purposes of determining tlhe total per-ANB entitlements must be
in accordance with the provisions of 20-9-311;,

{b) the-basie The county equalization tax and revendes revenue for the elementary and high school

BASE funding program amount for the district must be determined in accordance with the provisions of

{c) #he The guaranteed tax base aid for BASE funding program purposes for a K-12 school district

must be calculated separately, using each district’s guaranteed.tax base ratio, as defined in 20-9-366. The
BASE budget levy to be levied for the K-12 schoaol district must be prorated based on the ratio of the BASE
funding program amounts for elementary school programs to the BASE funding program amounts for high
school programs.

{4) The retirement obligation and eligibility for retirement guaranteed tax base aid for a K-12 school
district must be calculated and funded as a high school district retirement obligation under the provisions

of 20-9-501.
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(5) For the purposes of budgeting for a K-12 school district, the trustees shall adopt a single fund
tor any of the budgeted or nonbudgeted funds described in 20-9-201 for the costs of operating all grades
and programs of the district.

(6) Tuition for attendance in the K-12 school district must be determined separately for high school
pupils and for elementary pupils under the pravisions of 20-5-320 through 20-5-324, except that the actual
expenditures used for calculations in 20-5-323 must be based on an amount prorated between the
elementary and high school programs in the appropriate funds of each district in the year prior to the

attachment of the districts.”

Section 21. Section 20-7-420, MCA, is amended to read:

*20-7-420. Residency requirements -- financial responsibility for special education. (1) In
accordance with the provisions of 1-1-215, a child’s district of residence for special education purposes
is the residence of the child’s parents or of the child’s guardian if the parents are deceased, uniess
otherwise determined by the court. This applies to a child living at home, in an institution, or under foster
care. If the parent has left the state, the parent's tastkrown last-known district of residence is the child's
district of residence.

(2) The county of residénce is financially responsible for tuition and transportation as established
under 20-5-323 for a chiid with disabilities, as defined in 20-7-401, including a child who has been placed
by a state agency in a foster care or group home licensed by the state. The county of residence is rot
financially responsible for tuition and transportation for a child with disabilities who is placed by a state
agency in an out-of-state public school or an out-of-state private residential facility.

{3) If an eligible child, as defined in 20-7-436, is receiving inpatient treatment in an in-state
residential treatment facility or children’s psychiatric hospital, as defined in 20-7-436, and the educational
services are provided by a public school district under the provisions of 20-7-411 or 20-7-435, the
superintendent of public instruction shall reimburse the district providing the services for the negotiated
amount, as established pursuant to 20-7-435(5}, that represents the district’s costs of providing education
and related services. Payments must be made from funds appropriated for this purpose. If the negotiated
amount exceeds the daily membership rate under 20-7-435(3) and any per-ANB amount of direct state aid,
the superintendent of public instruction shall pay the remaining balance frer—the—state-equalizationaid
aceount. However, the amount spent frem-the-state-equalizatiopr—aid—aseeunt for this purpose may not
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exceed $500,000 during any hiennium.

{4} Under the pravisions of 20-7-422(3), the superintendent of publicinstruction shall provide funds
for the education fees required to provide a free appropriate public education for a child with disabilities
who is in need of special education and related services and is placed by a state agency in an out-of-state
private residential facility or out-of-state public school, provided that, in determining the special education
services needed for the child with disabilities, the district of residence has complied with the rules
promuigated under 20-7-402,

(B) A state agency that makes a placement of a child with disabilities is responsible for the financial

costs of room and board and the treatment of the child."
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Section 22. 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
ot its apportionment to the several districts that are entitled to a portion of the money according to the

apportionments crdered by the county superintendent or by the superintendent—of—publie—instraction
departmentof-administration SUPERINTENDENT OF PUBLIC INSTRUCTION. A separate accounting must

be maintained for each county fund supported by a countywide levy for a specific, authorized purpose,
including:

(a) the basic-ecoupty-tax—in-suppor-ofthe-clementary-BASEaid:

{b}—the-basic-spesiab-tax county equalization tax for elementary and high seheets school districts

in support of the elementary and high school BASE aid;

+}b) the county tax in support of the transportation schedules;

{d}{c) the county tax in support of the elementary and high school district retirement obligations;
and |

feHd) any other county téx for schools, including the community colleges, which may be authorized
by law and ievied by the county commissioners.

(2) whenever requested, notify the county superintendent and the superintendent—ofpublic
instraction department-ef-administration SUPERINTENDENT OF PUBLIC INSTRUCTIQN of the amount of

county school money on deposit in each of the funds enumerated in subsection (1) and the amount of any
other schoo! money subject to apportionment and apportion the county and other school money to the
districts in accordance with the apportionment ordered by the county superintendent or the superirtendent

of public-instruction department SUPERINTENDENT OF PUBLIC INSTRUCTION;

{3) keep a separate accounting of the receipts, expenditures, and cash balances for each fund;
(4) except as otherwise limited by law, pay ail warrants properly drawn on the county or district
school money and properly endorsed by their holders;

(5) receive all revenue collected by and for each district and deposit these receipts in the fund
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designated by law or by the district if a fund is not designated by law. Interest and penalties en delinquent
school taxes must be credited to the same fund and district for which the original taxes were levied.

(6) send all revenue received for a joint district, part of which is situated in the county, to the
county treasurer designated as the custodian of the revenue, no later than December 15 of each year and
every 3 months after that date until the end of the school fiscal year;

{7) 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;

{8) register district warrants drawn on a budgeted fund in accordance with 7-6-2604 when there
is insufficient money availabie in all funds of the district to make payment of the warrant. Redemption of
registered warrants must be made in accordance with 7-6-2116, 7-6-2605, and 7-6-26086.

{9) invest the money of any district as directed by the trustees of the district within 3 working days
of the direction;

{10} each month give to the trustees of each district an itemized report for each fund maintained
by the district, showing t+:2 paid warrants, outstanding warrants, registered warrants, amounts and types
of revenue received, and the cash balance;

(11) remit promptly to the state treasurer receipts for the county tax for & vocational-technical

center program-within—a—unit-ef-the—university-systers EDUCATION when levied by the board of county

commissioners under the provisions of 20-16-202; and

{12) invest the money received from the kasie county equalization tax, the-basie-speeciabtax; the
county levy in support of the elementary and high schoaol district retirement obligations, and the county levy
in support of the transportation schedules 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) through £3Hd} (1}{c).

{13) remit on a monthly basis to the state treasurer, in accordance with the provisions of 15-1-504,
all county equalization revenue received under the provisions of 20-9-331 ard—20-8-333, including all
interest earned and excluding any amount required for high school out-of-county tuition under the
provisions of 20-9-334, in repayment of the state advance for county equalization prescribed in 20-9-347.

Any funds in excess of a state advance must be used as required in 20-9-331(1){b) and20-8-3331Hb}."
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Section 23. Section 20-9-306, MCA, is amended to read:

"20-9-306. Definitions. As used in this title, unless the context clearly indicates otherwise, the
following definitions apply:

{1} "BASE" means base amount for school equity.

(2) "BASE aid" means:

{a) direct state aid for 40% of the basic entitiement and 40% of the total per-ANB enﬁtlement for
the general fund budget of a district; and

(b) guaranteed tax base aid for an eligible district for any amount up to 40% of the basic
entitlement, up to 40% of the total per-ANB entitlement budgeted in the general fund budget of a district,
and up to 40% of the special education allowable cost payment.

(3] "BASE budget” means the minimum general fund budget of a district, which includes 80% of
the basic entitlement, 80% of the total per-ANB entitlement, and up to 140% of the special education
allowable cost payment.

(4) "BASE budget levy" means the district levy in support of the BASE budget of a district, which
may be supplemented by guaranteed tax base aid if the district is eligibte under the provisions of 20-9-366
through 20-9-369.

(8) "BASE funding program” means the state program for the equitable distribution of the state’s
share of the cost of Montana’s basic system of public elementary schools and high schools, through county
equalization aid as provided in 20-9-331 and-20-8-333 and state equalization aid as provided in 20-9-343,
in support of the BASE budgets of districts and special education allowable cost payments as provided in
20-9-321.

(6) "Basic entitlement” means:
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{a) $191,000 for each high school district;

{b} $17,190 for each elementary $chool district or K-12 district elementary program without an
approved and accredited junior high school or middle school; and

{c} the prprated entitlement for each elementary school district or K-12 district elementary program
with an approved and accredited junior high school or middle school, calculated as follows:

{iy $17,180 times the ratio of the ANB for kindergarten through grade 6 to the total ANB of
kindergarten through grade 8; plus |

{iil $181,000 times the ratio of the ANB for grades 7 and 8 to the total ANB of kindergarten
through grade 8.

(7) "Direct state aid" means 40% of the basic entitlement and 40% of the total per-ANB
entitlement for the general fund budget of a district and funded with state and county equatization aid.

(8) "Maximum general fund budget” means a district’s general fund budget amount calcutated from
the basic entitiement for the district, the total per-ANB entitlement for the district, and up to 153% of
special education allowable cost payments.

(9) "Over-BASE budget levy" means the district levy in support of any general fund amount
budgeted that is above the BASE budget and below the maximum general fund budget for a district.

(10) "Total per-ANB entitlement” means the district entitlement resuiting from the following
calculations: .

{a} for a high school district or a K-12 district high school program, a maximum rate of $4,680 for
the first ANB is decreased at the rate of 50 cents per ANB for each additional ANB of the district up through
800 ANB, with each ANB in excess of 800 receiving the same amount of entitlement as the B00th ANB;

{b) for an elementary schooi district or a K-12 district elementary program without an approved and
accredited junior high school or middle school, a maximum rate of $3,343 for the first ANB is decreased
at the rate of 20 cents per ANB for each additional ANB of the district up through 1,000 ANB, with each
ANB in excess of 1,000 receiving the same amount of entitlement as the 1,000th ANB; and

{c} for an elementary schoal district or a K-12 district elementary program with an approved and
accredited junior high school or middle school, the sum of:

(i} a maximum rate of $3,343 for the first ANB for kindergarten through grade 6 is decreased at

the rate of 20 cents per ANB for each additional ANB up through 1,000 ANB, with each ANB in excess of

1,000 receiving the same amount of entitlement as the 1,000th ANB; and
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(i) a maximum rate of $4,680 for the first ANB for grades 7 and 8 is decreased at the rate of 50
cents per ANB for each additional ANB for grades 7 and 8 up through 800 ANB, with each ANB in excess

of 800 receiving the same amount of entitlement as the 800th ANB."

Section 24. Section 20-9-307, MCA, is amended to read:

"20-9-307. BASE funding program -- district general fund budget -- funding sources. {1} A basic
system of free quality public elementary schools and high schools must be established and maintained
throughout the state of Montana to provide equality of educational opportunity to all school-age children.

(2) The state shall in an equitable manner fund and distribute to the school districts the state’s
share of the cost of the basic school system through BASE aid 1o suppert the BASE funding program in the
manner established in this title.

(3) The budgetary vehicie for achieving the financing system established in subsection (2} is the
general fund budget of the school district. The purpose of the district general fund budget is to finance
those instructional, administrative, facility maintenance, and other operational costs of a district not
financed by other funds established for special purposes in this title.

{4) The BASE funding program for the districts in the state is financed by a comhination of the
following sources:

{a) county equalization money, as provided in 20-9-331 and-20-8-333;

{b) state equalization aid, as provided in 20-9-343, including guaranteed tax base aid for eligible
districts as provided in 20-9-366 through 20-9-369;

{c} appropriations for special education;

(d) a district levy, as provided in 20-9-302, for support of a school not approved as an isclated
school under the provisions of that section; and

{e) district levies or other revenue, as provided by 20-9-308 and 20-9-353."

Section 25. Section 20-9-308, MCA, is amended to read:

"20-9-308. BASE budgets and maximum general fund budgets. (1) The trustees of a district shall
adopt a general fund budget that:

{a) except as provided in subsection (2), is at least equal to the BASE budget established for the

district; or
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{b) except as provided in sa afd subsection

{4) etthis—section, does not exceed the maximum general fund budget established for the district.
{2) (a) If the BASE budget for a district for the school fiscal year is greater than the general fund
budget of the district for the prior school fiscal year, the trustees of the district:

{i) shall increase the general fund budget by at least:

8} 33.3% of the range between the district general fund budget for the school fiscal year ending

June 30, 1995, and the BASE budget for the district for the school fiscal year beginning July 1, 1285,

{GHB) 50% of the range between the district general fund budget for the schoaol fiscal year ending
June 30, 1996, and the BASE budget for the district for the school fiscal year beginning July 1, 1896; or

{D}{C) theremainder of the range between the district general fund budget for the school fiscal year
ending June 30, 1997, and the BASE budget for the district for the school fiscal year beginning July 1,
1997;

(il may increase the general fund budget beyond the amount in subsection (2){a)(i] but not by more
than 4% of the previous year’s general fund budget or by more than 4 % of the previous year’s general fund
per-ANB multiplied by the current year's ANB for budgeting purposes pursuant to subsection (2){b).

(b)Y The trustees shall submit a proposition on any amount exceeding the limitations in subsection
{2)a)(i] to the electors of the district, as provided in 20-9-353,

{3) {a) Whenever the trustees of a district adopt a general fund budget that exceeds the BASE
budget for the district but does not exceed the maximum general fund budget for the district, the trustees
shall submit a propasition to the electors of the district, as provided in 20-9-3563, for any budget amount
that exceeds the previous year's general fund budget amount or the previous yeat’s general fund budget
per-ANB multiplied by the current year's ANB for budgeting purposes.

(b} A general fund budget adopted under this subsection {3) may not exceed the greater of:

{i} 104% of the previous year’'s general fund budget as-adjusted—by-theprovisiors—of-soetior3;

; i ; ar

(ii) 1049% of the previous year’'s general fund budget per-ANB multiplied by the current year's ANB

for budgeting purposes as-adj

1883.

. -43 - HB 422
Montana Leglisiative Councli



54th Legislature HB0422.02

O W 00 N ;O A~ W N -

[ T S R N N T . R N T X T N e N R O R e T T T T S
O @ @ N UM bW N =2 O W m N R W N =

(4) {a) If the maximum general fund budget for a district for an ensuing school fiscal year is less

than the general fund budget for the district for the current school fiscal year, as-adjusted-by-the-provisions

g688HeN Spee 3 Maveribe 4, the trustees of the district may not adopt a
general fund budget for the ensﬁing schoal fiscal year that is greater than the district’s general fund budget
for the current schoot fiscal year.

(b) Excoptforthe-sehoolfisoatyearbeginringJuly—1—1984—the The trustees of the district shall
submit a proposition to raiée any general fund budget amount that is in excess of the maximum general
fund budget for the district to the electors who are qualified under 20-20-301 te vote on the proposition,
as provided in 20-9-353.

(5) IWhenever the trustees of a district adopt a general fund budget that does not exceed the BASE
budget for the district, the trustees shall finance this amount with the following sources aof revenue:

(a) state equalization aid as provided in 20-9-343, including any guarantesed tax base aid for which
the district may be eligible, as provided in 20-9-366 thraugh 20-9-369;

(b} county equalization aid, as provided in 20-9-331 and-20-9-333;

(c) a district levy for support of a school not approved as an isolated school under the provisions
of 20-9-302;

(d) payments in support of special education programs under the provisions of 20-9-321;

(e} nonlevy revenue as provided in 20-9-141; and

(f) a BASE budget levy on the taxable value of all property within the district.

(6) The over-BASE budget amount of a district must be financed by a levy on the taxable value of

all property within the district or other revenue available to the district as provided in 20-9-141,

' Section 26. Section 20-9-331, MCA, is amended to read:

"20-9-331. Basio-eeunty County equalization tax and other revenues—for county revenue for
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equalization of the elementary and high school district BASE funding program. {1) The county

commissioners of each county shall levy an annual basic tax of 33 55 mills on the dollar of the taxable
value of all taxable property within the county, except for 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 BASE
funding program support. The revenue collected from this levy must be apportioned to the support of the
elementary and high school BASE funding programs of the school districts in the county ard-te—the-state

speeialrevenve—fund—state-egualizationaid-accounts in the following manner:

{a) In order to determine the amount of revenue raised by this levy that is retained by the county,

the sum of the estimated revenue identified in subsection (2) must be subtracted from the total of the BASE

funding programs of all elementary and high schoaol districts of the county and the sum of the county’s high

school tuition obligation.

(b) If the basie county equalization levy and other revenue prescribed by this section produce more

revenue than is required to repay a state advance for county equalization, the county treasurer shall remit
the surplus funds to the state treasurer for depasit to the state spesiabrevende-fund state-equalization-aid
aceount general fund, 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 revenue realized from the county’s portion of the levy prescribed by this section and the

-revenue from the following sources must be used for the equalization of the elementary and high school

BASE funding program of the county as prescribed in 20-9-335, and a separate accounting must be kept
of the following 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;

(e} ail money paid into the county treasury as a result of fines for viclations of law, except maney
paid to a jusﬁce's court, and the use of which is not otherwise specified by law;

(d} any money rerﬁaining at the end of the immediately preceding schaol fiscal year in the county
treasurer’s accounts for the various 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 property taxation,
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including federal forest reserve funds allocated under the provisions of 17-3-213 AND MONEY RECEIVED

AS PROVIDED IN 17-3-305;
‘ (f} gross proceeds taxes from coal under 15-23-703;

{g} net proceeds taxes for new production, production from horizontally completed wells, and
incremental production, as defined in 15-23-601, and local government severance taxes on any other
production occurring after December 31, 1988; and

{h) anticipated revenue from property taxes and fees imposed under 23-2-517, 23-2-803,

61-3-504(2), 61-3-621, 61-3-537, and 67-3-204."

Section 27. Section 20-9-332, MCA, is amended to read:

"20-9-332. Fines and penalties proceeds for elementary county equalization. All fines and penalties
collected under the pravisions of this title, except those collected by a justice’s court, shal must be paid
into the county etementary equalization fund as provided by 20-9-331(2){c). In order to implement this
section and any other provision of law requiring the deposit of fines in the elementary county equalization
fund, a report shallt must be made to the county superintendent of the county, at the close of each term,
by the clerk of each district court, reporting all fines imposed and collected during the term and indicating

the type of violation and the date of collection.”

Section 28. Section 20-9-334, MCA, is amended to read:

"20-9-334. Apportionment of county equalization meneys money -- high school out-of-county
tuition obligations. {1} The county superintendent shali calculate the apportionment of reverges revenue
deposited in the basie county $ax equalization account for elementary and high schools and-therevenues

deposited-in-the-baste-speeial taxforhigh-sehools—acceunt to the several districts of the county. The
apportionments shalbe is known as "county equalization mereys money”.

(2) The county superintendent shall direct the county treasurer to deduct from the revendes

revenue available in the basiespesialtax—for-high-seheslsacecount county equalization account, prior to

remittance of the funds to the state treasurer under the provisions of 15-1-504 and 20-9-212, the amount

required for the month to pay the county’s obligation for high school out-of-county tuition.”
Section 29. Section 20-9-335, MCA, is amended 1o read:
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"20-9-335. Formula for apportionment of county equalization money. (1) The superntendentof
publicinsirdetion departmentofadministration SUPERINTENDENT OF PUBLIC INSTRUCTICON shall calculate

the apportionment of revenue available in the kaste county tax equalization account and-in-the-basie-spesial
tafor-high-seheels—aceeunt in accordance with the following procedure:

{a] determine the percentage that the county equalization money available for the support of the
elementary direct state aid of the districts in the county is of the total elementary direct state aid of all
districts in the county; and

{(b) multiply the elementary direct state aid amount of each district by the percentage determined
in subsection (1){(a) to determine the portion of the county equalization money available to each school
district.

{2) The procedure in subsection {1) must also be applied for the high school direct state aid after
the deduction of the county’s obligation for high school cut-of-county tuition.

{3) Territory situated within a county may not be excluded from the calculations of the county
equalization money under this section solely because the territory lies within the boundaries of a joint
district. Cash balances to the credit of any district at the end of a school fiscal year may not be considered
in the apportionment procedure prescribed in this section.

{41 The county equalization money reported under these procedures is the first source of revenue

for financing the elementary and high school direct state aid payments.”

Section 30. Section 20-9-342, MCA, is amended to read:

"20-9-342. Deposit of interest and income monreys money by state board of land commissioners.
The state board of land commissioners shall annually deposit the interest and income mereys maoney for
each calendar year into the state spesialrevenue general fund for state equalization aid, provided for by

20-9-343, by the last business day of February following the calendar year in which the menreys—were

money was received.”

Section 31. Section 20-9-343, MCA, is amended to read:
"20-9-343. Definition of and revenue for state equalization aid. (T) As used in this title, the term

"state equalization aid" means the aeceeuritn-the-statespecialrevenue—fundthatreceives—revenue—as

amount required in this section plus any legislative appropriation of money from other sources for:
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system-used—to—administer—theBASE-funding—pregram; guaranteed tax base aid, BASE ald, and state
reimbursement for school facilities-and-matching fundsfer-the-systemicinitiotive-fer-Mentanamathematics
and-setones-grant,

{b) negotiated payments authorized under 20-7-420(3) up to $500,000 per biennium; and

(¢} the Montana educational telecommunications network as provided in 20-32-101.

(2) The superintendent-of public-instruction department-of-administration SUPERINTENDENT OF
PUBLIC INSTRUCTION may spend funds appreprated-frorm-the-state-equalization-aid-aceount throughout
the biennium as required for the purposes of systerms-development-and-otherrolated-costs+osuitirg-from

funding-prograsmy Quaranteed tax base aid, BASE aid for the BASE funding program, state reimbursement

for school facilities, negotiated payments authorized under 20-7-420(3), and the Montana educationai

telecommunications network, throughout the biennium—and-for-the biennium—beginpirg—July-1--10893-

(3) The tollowing must be paid into the state equatizatior-aid-aeceunt general fund for the public

schools of the state:

20-9-331-and-20-8-333; and

{gi(b} investment income earned by investing meney—in-the-state-egualization-aid-accouritathe
state-speciabrevenuefund the interest and income monegy described in 20-9-341 and 20-9-342.
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Section 32. Section 20-9-344, MCA, is amended to read:

"20-9-344. Duties of board of public education for distribution of BASE aid. (1) The board of public
education shall administer and distribute the BASE aid and state advances for county equalization 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 BASE aid and state advances for county
equalization in accordance with the provisions of law;

(b} bave the power to require reports from the county superintendents, budget boards, county
treasurers, and trustees as it considers necessary; and

(c) order the superintendent-of-public-instruction department-of administration SUPERINTENDENT
OF PUBLIC INSTRUCTION to distribute the BASE aid on the basis of each district’s annual entitlement to

the aid as established by the superintendent—ef—publie—instruction department—of administration
SUPERINTENDENT OF PUBLIC INSTRUCTION. In ordering the distribution of BASE aid, the board of public

education may not increase or decrease the BASE aid distribution to any district on account of any
difference that may occur during the school fiscal year between budgeted and actual receipts from any
other source of school revenue.

{2) The board of public education may order the superitendent-of-publicinstruction departrment
ef-administration SUPERINTENDENT OF PUBLIC INSTRUCTION to withhold distribution of BASE aid 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.

{3} Prior to any proposed order by the board of public education to withhold distribution of BASE
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.

(4) If a district or county receives more BASE aid than it is entitled to, the county treasurer shall

return the overpayment to the state upon the request of the superintendentef-publicinstrdction department
of administration SUPERINTENDENT OF PUBLIC INSTRUCTION in the manner prescribed by the
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superintendent—oi—publio—instruetion department—of—administration SUPERINTENDENT QF PUBLIC
INSTRUCTION.

(5) Except as provided in 20-9-347(3), the BASE aid payment must be distributed according to the
following schedule:

{a) from August to October of the schaal fiscal year, 10% of the direct state aid to each district;

{b) from December to April of the school fiscal year, 10% of the direct state aid to each district;

(c) in November of the school fiscal year, one-half of the guaranteed tax base aid payment to each

district or county that has submitted a final budget to the superrterdentoipuble-astraciion department
of—administration SUPERINTENDENT OF PUBLIC INSTRUCTION in accordance with the provisions of

20-9-134;

{d) in May of the school fiscal year, the remainder of the guaranteed tax base aid payment to each
district or county; and

{e) in June of the schaol fiscat year, one-half of the remaining payment to each district of direct
state aid and on the following July 15, the remaining payment to each district of direct state aid for the
schouol fiscal year ending on the preceding June 30.

{6} The distribution provided for in subsection (5) must occur by the last working day of each

month."

Section 33. Section 20-9-346, MCA, is amended to read:

"20-9-346. Duties of superintendent—of—public—instruction department—of administration
SUPERINTENDENT OF PUBLIC INSTRUCTION for state and county equalization aid distribution. The

superterdert—ot—public—instructien department—of—administration SUPERINTENDENT OF PUBLIC

INSTRUCTION shall administer the distribution of the state and county equalization aid by:
{1} establishing the annual entitlement of each district and county to state and county equalization
aid, based on the data reported in the retirement and general fund budgets for each district that have been

duly adopted for the current school fiscal year and verified by the superirtendent-oipublie—irstruction
department-of-administration SUPERINTENDENT OF PUBLIC INSTRUCTION:

{2} for the purposes of state reimbursements for scheol facilities, limiting the distribution f#em-the

are to no more than $2 million for the biennium ending June 30, 1995, to the districts that are eligible
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under the provisions of 20-9-366 through 20-9-371 by:

{a) determining _by May 1 of each school fiscal year the number of mills levied in each district for
debt service on bonds that were issued as provided in 20-9-370{2}(b}{i) or (2)}{b)(ii} and that qualify for
guaranteed tax basé aid under the provisions of 20-9-366 through 20-9-369 and 20-9-370;

(b} based on the limitation of state equalization aid available for debt service purposes in this
subsection (2), determining the percentage of state equalization aid that each eligible district must receive
for the school fiscal year;

{c} distributing that amount to each eligible district for reducing the property tax for the debt
service fund for the ensuing school fiscal year; and

{d) at the end of the school fiscal year ending June 30, 1994, determining whether there is an
unused portion of the amount of state equalization aid appropriated in this subsection (2) to be carried into
the next schaol fiscal year for the purposes of this subsection (2};

{3} distributing by electronic transfer the BASE aid and state advances for county equalization, for
each district or county entitled to the aid, to the county treasurer of the respective county for county

equalization aid or to the county treasurer of the county where the district is located for BASE aid, in

accordance with the distribution ordered by the board of public education;

(4} keeping arecard of the fuil and complete data concerning money available for state equalization
aid, state advances for county equalization, and the entitlements for BASE aid of the districts of the state;

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

{6) reporting to the office of budget and program planning as provided in 17-7-111:

(a} the figures and data available concerning distributions of state and county equalization aid
during the preceding 2 school fiscal years; |

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

{c) the apportionment made of the available money but not yet distributed;

{(d) the latest estimate of accruals of'money available for state equalization aid; and

{e) the amount of state advances and repayment for county equalization.”

Section 34. Section 20-9-347, MCA, is amended to read:

"20-9-347. Distribution of BASE aid and special education allowable cost payments in support of
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BASE funding program -- exceptions. (1} The superintendent—ot—public—instruction department—ot
admimistration SUPERINTENDENT OF PUBLIC INSTRUCTION shall:

{a) supply the county treasurer and the county superintendent with a monthly report of the
payment of BASE aid in support of the BASE funding program of each district of the county;
{b) in the manner described in 20-9-344, provide for a state advance to each county in an amount

that is no less than the amount anticipated to be raised for the basie county tax-$upd equalization aid for

elementary and high schools, as provided in 20-9-331 ardforthe-basie-speecial-tix—fund-as-provided-in
20-8-333;

{c) adopt rules to implement the provisions of subsection (1){b].

{2) {a) The superintendent-ofpublic-instruetion departmentof-administration SUPERINTENDENT
OF PUBLIC INSTRUCTION is authorized to adjust the schedule prescribed in 20-9-344 for distribution of

the BASE aid payments if the distribution will cause a district to register warrants under the provisions of
20-9-212(8).
(b) To qualify for an adjustment in the payment schedule, a district shall demonstrate to the

superintendent—of public—nstruction department—of adrministration SUPERINTENDENT Of PUBLIC
INSTRUCTION, in the manner required by the office, that the payment schedule prescribed in 20-9-344 will

result in insufficient money available in all funds of the district to make payment of the district’s warrants.
The county treasurer shall confirm the anticipated deficit. This section may not be construed ta authorize
the superintendent-of-public—instruction departrrentof odministration SUPERINTENDENT OF PUBLIC
INSTRUCTION to exceed a district’s annual payment for BASE aid.

(3} The superrtendontof-publicinstrdction departmentofadministration SUPERINTENDENT QF
PUBLIC INSTRUCTION shall:

{a) distribute special education allowable cost payments to districts; and
{b) supply the county treasurer and the county superintendent of public instruction with a report

of payments far special education allowable costs to districts of the county."”
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Section 35. Section 20-9-360, MCA, is amended to read:

"20-9-360. State equalization aid levy. {1) There is a levy of 40 mills imposed by the county
commissioners of each county on all taxable property within the state, except property for which a tax or
fee is required under 23-2-517, 23-2-B03, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204. Except as
provided in subsection (2), proceeds of the levy must be remitted to the state treasurer and must be
deposited to the credit of the state speeisl+evende general fund for state equalization aid to the public
schools of Montana.

(2) For the benefit of each municipality that created an urban renewal area and adopted a tax
increment financing provision for the urban renewal area prior to July 1, 1990, the state treasurer shail
distribute each fiscal year from the state equalization aid levy to the municipality the amount, if any, equal
to the product of the incremental taxable value of the urban renewal area times the reduced schoal levy
for the area, each calculated for the fiscal year. The reduced schoot levy for a fiscai year is the difference
between the aggregate amount of all property tax levies for school purposes in the urban renewal area,
expressed in mills, in the fiscal year ended June 30, 1989, and the aggregate amount of all property tax
levies for school purposes in the area or the district, expressed in mills, in the fiscal year, including the state
equalization aid levy. The state treasurer shall distribute the amounts to municipalities in two equal

installments on December 31 and June 30 of the fiscal year."

Section 36. Section 20-9-361, MCA, is amended to read:

"20-9-361. State-and-eounty County equalization revenue -- statutory appropriation. (1) Revenue
received in support of state—ard county equalization under the provisions of 20-9-331.—26-9-333; and
20-9-343 is statutorily appropriated, as provided in 17-7-502, to:

H the superintendent-of publeinstructien deaa%mem—e#—aéwua%a%m SUPERINTENDENT OF
PUBLIC INSTRUCTION to be used for county equalization ard-state-equahzation aid for the public schoals,

as provided by law, and must be accounted for in accordance with generally accepted accounting

principles+—ard,
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{2) eounties Revenue received from the state equalization aid levy for a municipality that created

an urban renewal area and adopted a tax increment financing provision for the urban renewal area prior to

July 1, 1990, is statutorily appropriated, as provided in _17-7-502, to be distributed as provided in

20-9-360(2)."
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Section 37. Section 23-7-402, MCA, is amended to read:

"23-7-402. 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 v ~ile the gross revenue is in the
enterprise fund, is net revenue. Except for the amount required to be paid transferred under subsection (5},
net revenue must be paid quarterly from the enterprise fund established by 23-7-401 to the superinrtendant

efpuablic—nstraetion state general fund for distribution as state equalization aid to the public schools of

Mentana 4

(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 of budget and program planning.

(5) (a) An amount equal to 9.1% of the net revenue derived under subsection (3), but not to
exceed $1 million in any fiscal year, must be paid to the board of crime controt.

(b} All money paid to the board of crime control under this subsection (5) must be used to fund
state grants to counties for youth detention services and to cover the costs of administering the grant
program as authorized in 41-5-1002. The grants are statutorily appropriated, as provided in 17-7-502, 10
the board of crime control. The costs of administering the grant program must be paid pursuant to a

legisiative appropriation.”

Section 38. Section 77-1-507, MCA, is amended to read:
“77-1-507. School district use of proceeds. The money received by any school district under this

part shall-be is designated as district maney for the general maintenance and operation of the elementary
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schools of the district. 84eh The money may be used by the district as all other cash balances are used in

accordance with the provisions of 20-8-336 20-9-141."

Section 39. Section 90-6-201, MCA, is amended to read:

"90-6-201. Purpose. The purposes of this part are to assist local governmental units wiieh that
have been required to expand the provision of public services as a consequence of large-scale development
of coal mines and coal-using energy complexes, to assist in the construction and reconstruction of
designated portions of highways whieh that serve the area affected by sueh large-scale development, to
suppart county land planning, and to e

furd—the-ircomefrorm-whish-shall-be-usedforthe support of public schools throughout the state.”

Section 40. Section 90-6-212, MCA, is amended to read:

“90-6-212. Local impact account -- disposition of loan repayments, interest, and unexpended
balances. {1} The money derived from loans made pursuant to this part, including interest thereen on the
locans, must be deposited to the credit of the local impact account creéted in 90-6-202.

{2) The unexpended money in the local impact account must be invested by the board of
investments as provided by statute. Interest and earnings must be deposited to the credit of the state
specta-revente—ignd generall fund for state equalization aid to public schools of the state.

{3} The unexpended balance in the local impact account at the end of each fiscal year must be
deposited to the credit of the state-speeial-revenve general fund for state equalization aid to public schools

of the state.”

Section 41. Section 90-6-309, MCA, is amended to read:

"90-6-309. Tax prepayment -- large-scale mineral 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 shaH
must exclude the 6-mill university levy established under 20-25-423 and may exclude the mandatory county
levies for the schoot BASE funding program established in 20-9-331 ard20-9-333.

{2) The person who is to prepay under this section is not obligated to prepay the entire amount
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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.

{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 expenditures created by the impacts of the large-scale mineral development.

{4) When the mineral deveiopment facilities are completed and assessed by the department of
revenue, they are subject during the first 3 years and thereafter to taxation as all other property simitarly
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
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—hewever; 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.”

Section 42. Section 90-6-403, MCA, is amended to read:

"90-6-403. Jurisdictional revenue disparity -- conditioned exemption and realtocation of certain
taxable valuation. {1} When an impact plan for a large-scale mineral development approved pursuant to
90-6-307 identifies a jurisdictional revenue disparity, the board shall promptly notify the developer, alil
affected local government units, and the department of revenue of the disparity. Except as provided in this
section and 90-6-404, the increase in taxable valuation of the mineral development that occurs after the
issuance and validation of a permit under 82-4-335 is not subject to the usual application of county and
schaol district property tax mill levies. This increase in takable valuation must be allocated to local
government units as provided in 90-6-404. The increase in taxable valuation allocated as provided in
90-6-404 is subject to the application of property tax mill levies in the local government unit to which it
is allocated.

(2} The total taxable valuation of a large-scale mineral development remains subject to the

statewide mill levies and the basie county levies gqualization levy for elementary and high school BASE

funding programs as provided in 20-9-331 and-20-8-333.
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1 the-provisions-of20-3-362-

2

3 NEW SECTION. Section 43. Repealer. Section 20-9-333, MCA, is repealed.

4

5

6

7

8 NEW SECTION. SECTION 44. COORDINATION INSTRUCTION. IF SENATE BILL NO. 83 IS
9 PASSED AND APPRQVED AND IF IT INCLUDES A SECTION THAT AMENDS 20-5-324, THEN THAT
10  SECTION OF SENATE BILL NO. 83 IS VOID.
11
12 NEW SECTION. Section 45. Effective date. [This éct] is effective July 1, 1996,
13 -END-
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