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ILLNO. SN

INTRODUCED BY )({M

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING MUNICIPAL BUDGET LAWS; AMENDING

SECTIONS 2-7-503, 2-7-504, 2-7-513, 7-6-2111, 7-6-2112, 7-6-2202, 7-6-2203, 7-6-2211, 7-6-2213,
7-6-2302,7-6-2311,7-6-2312,7-6-2314,7-6-2315,7-6-2316,7-6-2317,7-6-2318, 7-6-2319, 7-6-2320,
7-6-2321,7-6-2324,7-6-2325,7-6-2330,7-6-2331,7-6-2525,7-6-4104,7-6-4121,7-6-4123,7-6-4124,
7-6-4134, 7-6-4135, 7-6-4202, 7-6-4203, 7-6-4205, 7-6-4232, 7-6-4234, 7-6-4237, AND 7-6-4240,
MCA; REPEALING SECTIONS 7-3-4371, 7-3-4372, 7-3-4373, 7-6-601, 7-6-602, 7-6-603, 7-6-604,
7-6-4102,7-6-4103,7-6-4105,7-6-4106, 7-6-4107, 7-6-4108, 7-6-4109, 7-6-4110,7-6-4111,7-6-4112,
7-6-4113,7-6-4119,7-6-4120Q, 7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,7-6-4221,7-6-4222,
7-6-4223,7-6-4224,7-6-4225,7-6-4226,7-6-4227,7-6-4228,7-6-4229,7-6-4230,7-6-4231,7-6-4233,
7-6-4235, 7-6-4236, 7-6-4239, 7-6-4241, 7-6-4251, 7-6-4252, 7-6-4253, 7-6-4254, AND 7-6-4255,
MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

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

"2-7-503. Financial reports and audits of local government entities —exeeptien. (1) The governing
body or managing or executive officer of a local government entity, other than a school district or
associated cooperative, shall ensure that a financial report is made every 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 completed 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 reporting system for all local government entities
subject to financial reporting requirements, other than school districts. The superintendent of public
instruction shall prescribe the reporting requirements for schoo! districts.

(3) {a) The governing body or managing or executive officer of each local government entity
receiving revenue or financial assistance in the period covered by the financial report in excess of $200,000
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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 commence 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 body or managing or executive officer of alocal government entity that does not
meet the criteria established in subsection (3}{a) shall at least once every 4 years, 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 public instruction, cause a financial review, as defined by department rule, tc be
conducted of the financial statements of the entity for the preceding fiscal year.

(4) An audit conducted in accordance with this part is in lieu of any financiai or financial and
compliance audit of an individual financial assistance program that a local government is required to
conduct under any other state or federal law or regulation. If an audit conducted pursuant to this part
provides a state agency with the information 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.

{8) 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 locai government entity referred to in this part.
The special audit or review must, to the extent practicable, build upon audits performed pursuant to this
part.

{6) The fee for the special audit or review must be a charge basec 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 2-7-504, MCA, is amended to read:

"2-7-504. Accounting methods —exeeption. 4 Unless otherwise required by law, the department
shall prescribe by rute the generat methods and details of accounting for the receipt and disbursement of
all money belonging to {ocal government entities and shall establish in those offices general methods and
details of accounting. All local government entity officers shall conform with the accounting standards
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prescribed by the department.

Section 3. Section 2-7-513, MCA, is amended to read:

"2-7-513. Content of audit report and financial report —exeeption. (1) The audit reports must
comply with the reporting requirements of government auditing standards issued by the U.S. comptroller
general and federal regulations adopted by department rule,

(2} (a} The department shall prescribe general methods and details of accounting for the financial
report for local government entities other than schools. The financial report must be submitted in a form

required by the department. The superintendent of public instruction shall prescribe the general methods

and details of accounting for financial reports for schools.

Section 4. Section 7-6-2111, MCA, is amended to read:

"7-6-2111. Duties of county treasurer. {4 The county treasurer:

+3(1) must receive all money belonging to the county and all other money directed to be paid to
the treasurer by law, safely keep the money, and apply and pay the maney out, and account for the money
as required by law;

{b}{2) shall keep an account of the receipt and expenditures of the money in bocks provided for
the purpose, in which must be entered:

{iHa) the amount, the time when, from whom, and on what account all money was received;

##(b) the amount, time when, to whom, and on what account all disbursements were made;

{e¥{3]) shall keep books so that the amounts received and paid out on account of separate funds
or specific appropriations are exhibited in separate and distinct accounts, with the whole receipts and
expenditures shown in one general or cash account;

{d}{4) may not enter money received for the current year on the treasurer’s account with the
county for the past fiscal year until after the treasurer’s annuai settlement for the past year has been made

with the county clerk;
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te+(5} shall disburse the county maney only on county warrants issued by the county clerk, based
on orders of the board of county commissioners, or as otherwise provided by law.
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Saction 5. Section 7-6-2112, MCA, is amended to read:

"7-6-2112. Treasurer’s reports to county commissioners —exaeptien. (1) Each county treasurer
shall make a detailed monthly report to the board of county commissioners, of all money received and
disbursed by the treasurer, of all debts due to and from the county, and of all other proceedings in the
treasurer’s office so that the receipts into the treasury and the amount of disbursements, together with the
debts due to and from the county, appear clearly and distinctly.

{2) Onthe first Monday of January, April, July, and October of each year the county treasurer shal
settle with the board of county commissioners for all money collected. On those days the treasurer shall
deliver to the board affidavits verifying the reconcilement of the balance on hand in the county treasury.
After the approval of the statements and the accompanying affidavits, one copy of the quarterly report
must be filed with the county clerk of the county and one copy must be retained by the county treasurer,

Saction 6. Section 7-6-2202, MCA, is amended to read:

"7-6-2202. Duties of county clerk related to finance —exgeeptien. (1) The county clerk shall draw
warrants on the county treasury in favor of all persons entitled to the warrants in payment:

(a) of all claims and demands chargeable against the county which have been legally examined,
allowed, and ordered paid by the board of county commissioners; and

(b) for all debts and demands against the county when the amourts are fixed by law and are not
directed to be audited by some other person or tribunal.

{2) The county clerk shall keep accounts current with the treasurer. When any person deposits with
the county treasurer any money paid inte the treasury, the county clerk must be furnished by the treasurer
with a duplicate of the receipt issued to the person. The duplicate receipt must be filed in the office of the

county clerk, and the county clerk shall charge the treasurer with the amount of the deposit.
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{3} The county clerk shall make the annual statement as prescribed in 7-6-2203.

Section 7. Section 7-6-2203, MCA, is amended to read:

"7-6-2203. Annual financial statement —exeeption. (1) Within 120 days after the close of each
fiscal year, the county clerk shall compile and present to the board of county commissioners and the
department of commerce a compleie statement of the financial condition of the county. The statement must
show:

{a) a detailed description of all of the resources and liabilities of the county and the book vatue of
the resources and liabilities;

{b} the amount of money received, showing the source of that revenue;

{c) the amount of money disbursed, with the purpose of disbursement;

{d) the operation of each of the cash and warrant accounts, showing the balance at the beginning
of the year, the credits, the debits, and the balance at the end of the year;

(e) the assessed valuation of the real and personal property of the county;

{f) the rate of taxation and the amount of taxes delinquent for the preceding years; and

{g) other items that the department of commerce may prescribe.

{2) The statement must be on the form designated by the department.

Section 8. Section 7-6-2211, MCA, is amended to read:

“7-6-2211. Authorization to conduct county business on a cash basis. (1) If the total indebtedness
of a county, lawful when incurred, exceeds the limit of 23% established in 7-7-2101 by reason of great
diminution of taxable value, the county may conduct its business affairs on a cash basis and pay the
reasonable and necessary current expenses of the county out of the cash in the county treasury derived
from its current revenue and under the restrictions and regulations that may be imposed by the board of
county commissioners of the county by a resolution duly adopted and included in the minutes of the board.

{2} This section does not restrict the right of the board to make the necessary tax 1ev§es for interest
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and sinking fund purposes, and this section does not affect the right of any cieditor of the county to pursue
any remedy now given by law to obtain payment of a claim.

Section 9. Section 7-6-2213, MCA, is amended to read:

"7-6-2213. Report of fees received and money disbursed —exeeption. B All county officers,
justices of the peace, and constables shall report in writing, under oath, to the board of county
commissioners on the first Monday of March, June, September, and December, showing in detail ali fees,
emoluments, and compensation received and money disbursed by them in their official capacity during the
quarter preceding the making of each report.

Section 10. Section 7-6-2302, MCA, is amended to read:

"7-6-2302. Role of department of commerce —exeeption. £ The department of commerce shall
make rules and classifications and prescribe forms necessary to carry out the provisions of this part, to
define what expenditures are chargeable to each budget account, and to establish accounting and cost
systems necessary to pravide accurate budget information.

2 Thi . | \ | .
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Section 11. Section 7-6-2311, MCA, is amended to read:

"7-6-2311. Filing of estimate of revenues revenue and expenses with county clerk —exgeption,
{1) Beftore June 1 each year the county clerk and recorder shall notify in writing each county official in
charge of an office, department, service, institution, or county-funded district court program of the county
to file with the county clerk and recorder, bhefore June 10, detailed and temized estimates, both of the
probable revenue from sources other than taxation and of all expenditures required by the office,
department, service, or institution for the next fiscal year.

{2} (a} The county commissioners shall submit to the county clerk and recorder the estimate of
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expenditures for all purposes for the board and a detailed statement showing ali new road and bridge
canstruction to be financed from county road and bridge funds, from any special road or bridge fund, from
any special highway fund, and from bond issues issued or authorized for the next fiscal year, together with
the cost of that construction as computed by the county surveyor or, it for construction in charge of a
special engineer, then by that engineer. The county commissioners shall also submit 10 the cecunty clerk
and recarder detailed estimates of all expenditures for construction or improvemént purposes proposed to
be made from the proceeds of bond issues not yet authorized and from the proceeds of tax levies that are
required to be approved at an election to be held.

(b) The county surveyor and any special engineer shall prepare the estimates of ¢ost of road and
bridge construction for the county commissioners. They shali also submit a similar statement showing road
and bridge maintenance expenditures as nearly as can be estimated.

{c) The county treasurer shall prepare the estimates for interest and debt reduction.

{d} The county clerk and recorder shall prepare all other estimates that properly fall within the
duties of the office.

{3) The estimates required in this section must be submitted on forms provided by the county clerk
and recorder and prescribed by the department of commerce. The forms may oniy be varied or departed
from with permission and approval of that department. Each of the officials shall file the estimates within
the time and in the manner provided in the form and notice.

{4) In the absence or disability of an official, the duties required by this section or 7-6-2312

devolve upon the official or employee in charge of the office, department, service, or institution.

Section 12. Section 7-6-2312, MCA, is amended to read:
"7-6-2312. Penalty for noncompliance with filing requirements —exeeption. (1) The county clerk
shall withhold as a penalty from the salary of each official failing or refusing to file the estimates, $1Q for

each day of delay. The total penalty against any official may not exceed $50 in 1 year.

{2} The notice provided for in 7-6-2311 must contain a copy of this penalty clause.
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Section 13. Section 7-6-2314, MCA, is amended to read:

"7-6-2314. Classification of estimates, appropriations, and expenditures —exeeption. (1) In the
tabulation required by 7-6-2313, the estimates, appropriations, and expenditures must be ciassified as:

{a} salaries and wages;

(b} maintenance and operation;

{c) capital outlay;

(d) interest and debt redemption;

(e} miscellaneous; and

{f) expenditures proposed to be made from bond issues not yet authorized or from the proceeds
of a tax levy or levies that are required to be submitted to and approved at an election to be held tater.

({2) (a) Within the general class of salaries and wages, each salary must be set forth separateiy,
together with the title or position of the recipient. An unitemized appropriation may be made to cover the
expenses of special deputies or assistants in any office where the services of the special deputies or
assistants may be required during a part of the fiscal year only. Wages for day labor may be given in totals
by designating the general purpose or abject for which the expenditure is to be made, but the proposed rate
per day for each class or kind of labor must be set forth.

(b) Expenditures under the general class of maintenance and operation must be classified according
to a standard classification to be established by the department of commerce.

{c) Expenditures for capital outlay must set forth and descrike each object of expenditure
separately.

(d} Under the general class of interest and debt redemption, proposed expenditures for interest and
for redemption of principal must be set forth separately for each series or issue of bonds, and warrant
interest and redemption requirements must be set forth in a similar manner.

{e) Under the general class of miscellaneous, expenditures for ali purposes not listed in or that

cannot properly be assigned to any of the general classes must be set forth and itemized in detail.

Section 14. Section 7-6-2315, MCA, is amended to read:

"7-6-2315. Consideration of tabulation by county commissioners —exeeptien. (1) The tabulation
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must be submitted to the county commissioners by the county clerk and recorder on or before the third
Monday of July.

(2) Uponreceipt, the board of county commissioners shall immediately consider the budget in detail
and shali, on or befare the fourth Monday of July, make any revisions, reductions, additions, or changes

that the board considers advisable. The tabulation, with any revisions, reductions, additions, or changes,

is the county propesed budget for the fiscal year which it is intended to cover.

Section 15. Section 7-6-2316, MCA, is amended to read:

"7-6-2316. Natice of hearing on county proposed budget —exeeption. (1) The board of county
commissioners shall cause a notice to be published stating that:

{a) the board has completed its county proposed budget for the current fiscal year;

{b} the budget is open to inspection in the office of the county clerk and recorder;

{c}) the board will meet to fix the final budget and make appropriations, stating the date, time, and
place of the meeting; and

{d} any taxpayer or resident of the county may appear and be heard for or against any part of the
budget.

(2) The notice must be published two times, once each week, in a newspaper of general circutation

in the county.

Section 16. Section 7-6-2317, MCA, is amended to read:

"7-6-2317. Hearing on county proposed budget —exeeption. (1) At least 3 days prior to the
adoption of the final budget, the county commissioners shall meet at the time and place designated in the
notice provided for in 7-6-23186, at which time any taxpayer or resident of the county may appear and be
heard for or against any part of the budget‘

{2} The hearing must be continued from day to day and must be concluded and the budget

approved and adopted on or before the second Monday in August, before the fixing of the tax levies by
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Section 17. Section 7-6-2318, MCA, is amended to read:

"7-6-2318. Determination of projected fund cash flow following hearing —exeeption. {1} Upon
the conclusion of the hearing, the board shall first determine the amount estimated to accrue to each fund
during the fiscal year from all sources except the taxation of property. In so doing, the board may not
include any amount that it is anticipated may be received during the fiscal year from the payment of taxes
that became definguent during a preceding fiscal year.

(2} The board shall then determine separately the amount appropriated for and authorized to be
spent for each item in the budget and shall specify the fund or funds against which warrants are to be
drawn and issued for each item in the budget and shall specify the fund or funds against which warrants
are to be drawn for the expenditures authorized. There may not be added to the amount to be appropriated
and authorized to be spent for an item or to the total amount appropriated and authorized to be spent from
any fund any amount or percentage because of anticipated loss of revenue by reason of the nonpayment
of taxes levied for that fiscal year. The total expenditures authorized to be made from any fund, including
the reserve added to them, may not exceed the aggregate of:

{a) the cash bafance in the fund at the close of the preceding fiscal year;

(b} the amount of estimated reverues revenue to accrue to the fund; and

(c} the amount which may be raised for the fund by a lawful tax levy during the fiscal year.

Section 18. Section 7-6-2319, MCA, is amended to read:

"7-6-2319. Determination of fund requirements to be met by tax levy —exeeptien. (1) Following
the determinations required by 7-6-2318, the board shall determine the amount to be raised by tax levy for
each fund by adding the cash balance in the fund at the close of the preceding fiscat year and the amount
of the estimated revenue to accrue to the fund during the current fiscal year, It shall then deduct the total

amount obtained from the total amount of the appropriations and authorized expenditures from the fund
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as determined by the board. The amount remaining is the amount necessary to be raised for the fund by
tax levy during the current fiscal year.

{2) The board may add to the amount necessary to be raised for any fund by tax levy during the
current fiscal year an additional amount as a reserve to meet expenditures to be made from the fund during
the months of July to November of the next fiscal year. The amount that may be added to any fund as the
reserve may not exceed one-third of the total amount appropriated and authorized to be spgnt from the fund
dutring the current fiscal year, after deducting from the amocunt of the appropriations and authorized
expenditures the total amount appropriated and authorized to be spent for election expenses and payment
of emergency warrants.

{3) The total amount to be raised by tax levy for any fund during the current fiscal year, including
the amount _of the reserve and any amount for payment of election expenses and emergency warrants, may

not exceed the total amount which may be raised for the fund by a tax levy which does not exceed the

maximum levy permitted by law to be made for the fund.

Section 19. Section 7-6-2320, MCA, is amended to read:

"7-6-2320. Final budget -- approval, adoption, and amendment —exeeption. (1] The budget as
finally determined, in addition to setting out separately each item for which an appropriation or expenditure
is authorized and the fund out of which. it is to be paid, must set out:

(a) the total amount appropriated and authorized to be spent from each fund;

(b} the cash balance in the fund at the close of the preceding fiscal year;

{c) the amount estimated to accrue to the fund from sources other than taxation;

(d} the reserve for the next fiscal year; and

{e) the amount necessary to be raised for each fund by tax levy during the current fiscai year.

{2) The board shall then by resclution aporove and adopt the budget as finally determined and enter
the budget at length in the official minutes of the board.

{3) (a) Subject to compliance with the procedures set forth in subsection (4), the bcard may
approve and adopt a resolution amending a final budget when:

(i} shortfalls in anticipated and budgeted rewerues revenue occur that, unless reductions in
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appropriations are made, will result in expenditures for the year exceedirg actual reverues revenue and
cash balances available for the year; or

{ii) savings result from unanticipated adjustments in projected expenditures.

{b) Amended appropriations must be classified as:

{i} salaries and wages;

(i) maintenance and operation;

(i) capital outlay;

(iv} interest and debt redemption; or

{v} miscellaneous.

{4} Prior to amending a final budget, the board shali:

{a) hold a public hearing on the proposed amendments at least 7 days prior to a vote on the
resolution amending the budget; and

{b) pubiish notice, at least once, in a newspaper aof general circulation in the county at feast & but
not more than 16 days before the hearing on the budget amendments. The published notice must specify
the date, time, place, and subject of the hearing.

Section 20. Section 7-6-2321, MCA, is amended to read:

"7-6-2321. Fixing of tax levy —exeeption. (1) On or before the second Monday in August and
after the approval and adoption of the final budget, the board of county commissionears shall fix the tax levy
for each fund at a rate whieh that will raise the amount set out in the budget as the amount necessary to
be raised by tax levy for the fund during the current fiscal year. The taxable valuation of the county for the
current fiscal year must be the basis for determining the amount of the tax levy for each fund. Each tax levy
must be at a rate not higher than is required on that basis, without including any amount for anticipated
tax delinquency, to produce the amount set out in the budget, without including any amount for anticipated
tax delinquency, that is the amount to be raised by tax levy.

(2) The tax levy must be made in the manner provided by 15-10-201,

31 Thi ) . .
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Section 21. Section 7-6-2324, MCA, is amended to read:

"7-6-2324. Limitations on appropriations after budget adopted —exoeption. (1) The estimates of
expenditures, itemized and classifigd asrequired in 7-6-2313 and 7-6-2314 and as finally fixed and adopted
and as may be amended as provided in 7-6-232Q by the board of county commissioners, constitutes the
appropriations for the county for the fiscal year intended to be covered by the estimates.

(2) Except as providedin 3-5-404, 7-6-2325, and 7-31-2101, the county commissicners and every

other county official, including judges of the district court, # are limited in the making of expenditures or

incurring of liabilities to the amount of the detailed appropriations and classifications, respectively.

Section 22. Section 7-6-2325, MCA, is amended to read:

"7-6-23256. Transfer of appropriations within and among expenditure classes. {1 Upon aresolution
adopted by the board of county commissioners at a reg.uIar or special meeting and entered upon its
minutes, transfers or revisions in the general budget system within the classifications set forth in

7-6-2314(1)(a) through {1}{c) may be made, provided that a salary may not be increased above the amount

appropriated,

Section 23. Section 7-6-2330, MCA, is amended to read:

"7-6-2330. Lapse of appropriation. (1) Subject to the provisions of subsection (2), all
appropriations, other than appropriations for uncompleted improvements in progress of construction, lapse
at the end of the fiscal year.

{2} +e+ The appropriation accounts must remain open for a period of 30 days after the end aof the
fiscal year for the payment of claims incurred against the appropriations prior to the close of the fiscal year
and remaining unpaid. After the period has expired, ali appropriations, except as otherwise provided
regarding uncompleted improvements, become null and void, and any lawful claim presented after

expiration against any appropriation must be provided for in the ensuing budget.
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Section 24. Section 7-6-2331, MCA, is amended to read:

“7-6-2331. Clerk’'s report concerning expenditures, liabilities, and appropriations -- auditor’s report
—exoeption. (1) Within 4 warking days after receipt of the treasurer’s manthly report, the county clerk and
recorder shall submit to the board of county commissioners a report showing the expenditures and liabilities
against each separate budget appropriation incurred during the preceding calendar month and iike
information for the whole of the fiscal year to the first day of the month in which the report is made,
together with the unexpended balance of each appropriation. The clerk and recorder shali also set forth the
receipts from taxes and in detail the receipts from all other sources by each fund for the same period.

(2} Incounties having county auditors, the county auditor, on the last business day of each month,
shall furnish the county clerk and recorder with a statement showing the total amount of liabilities incurred
against each budget appropriation for which warrants have not been tssued up to the close of the business
day.

Section 25. Section 7-6-2525, MCA, is amended to read:

"7-6-2525. Distribution of all-purpose levy —exeeptien. (1) The money received from the
ali-purpose levy must be accounted for in a common fund known as the all-purpose fund.

{2} The all-purpose fund may be used only for purposes that are authorized for revenue derived
from the individual levies set forth in 7-6-2523, but the county governing body may allocate the revenue
from the fund, in accordance with county budget law, to fund any enumerated purpose that it considers
appropriate.

34 Thi . F I , )

ilod-forin-Titlo7_of 6, 6"

Section 26. Section 7-6-4104, MCA, is amended to read:

"7-6-4104. Duties of eity treasurer refating to finances —exeeption. It is the duty of the eity
treasurer:
(Legislative
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{1) toreceive all money that comes to the eity mupnicipality, either from taxation or otherwise, and

to pay the same money out on the warrant of the mayor, countersigned by the clerk or finance officer,

drawn in accordance with law;
(2} to give every person paying money to the treasurer a receipt, specifying the date of payment,
the amount, and for what paid;

{3} to pay out, in the order registered, all warrants presented for payment, when there are funds

in the treasury to pay the same.

NEW SECTION. Section 27. Role of department of commerce. (1} The department of commerce
shall prescribe for all municipalities:

{a) general methods and detaiis of accounting as provided in 2-7-504;

{b) uniform internal and interim reporting systems as provided in 2-7-503;

{c} annuai financial report forms as provided in 2-7-503; and

(d) general methods and details of accounting for the annual financial report as provided in

(2} Municipalities shall file with the department of commerce:

(a} an annual financial report within 6 months of the fiscal yearend; and

{b) an audit report within 6 months of the end of the audited period.

(3) The audit report must be accepted in lieu of the annual financial report if it contains, at a
minimum, the municipality’s general purpose financial staterments and combining and individual fund and

account group statements.

NEW SECTION. Section 28. Additional records and reports. (1} The chief executive or governing
body of a municipality may require other elected or appointed officials to:

(a} maintain financial records;

(b} perform financial reconciliations; and

(c} submit financial reports.

(2) The treasurer shall:

"Legislative
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{a) serve as the custodian of ali public money;

(b} install and have supervision over the financial accounts of all departments and offices of the
municipality; and

{c) require daily departmental reports of money receipts and their disposition on forms that the

treasurer prescribes.

Section 29. Section 7-6-4121, MCA, is amended to read:

"7-6-4121. Autharization to conduct municipal business on a cash basis. (1} {r-case lf (he total
indebtedness of a city or town has reached 17% of the total taxable valtic of the property of the city or
town subject to taxation, as ascertained by the last assessment for state and county taxes, the city or town
may conduct its affairs and business on a cash basis as provided by subsection (2).

(2) (a} Whenever a city or town is conducting its business affairs on a cash basis, the reasonabie
and necessary current expenses of the city or town may be paid out of the cash in the city or town treasury
and derived from its current revenue, under any restrictidns and regulations as the city or town eourei
governing body may by ordinance prescribe.

(b) In the event that payment is made in advance; the city or town may require a cash deposit as
collateral security and indemnity, equal in amount to the payment, and may hold the deposit as a special
deposit with the city treasurer or town clerk, in package form, as a pledge for the fulfillment and
performance of the contract or obligation for which the advance is made.

(c) Before the payment of the current expenses mertioned-abeve described in subsection {2}(a)},

the city or town council shall first set apart sufficient money to pay the interest upon its legal, valid, and
outstanding bonded indebtedness and any sinking funds provided for and is authorized to pay all valid
claims against funds raised by tax especially authorized by law for the purpose of paying the claims.

Section 30. Section 7-6-4123, MCA, is amended to read:

"7-6-4123. Procedure to transfer municipal funds. Ne-werey Money may not #ust be transferred

from one fund to ancther except by ergirares-or resolution of the esuneil gaverning body unless previously

authorized by budget resolution or as prescribed by 7-6-4124."
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Section 31. Section 7-6-4124, MCA, is amended to read:

"7-6-4124. Procedure to close inactive accounts. £8 Whenever the eeuneit governing body of any
city ar town having-a-corperate-existence--this-state considers it necessary to remave inactive accounts
from its records when the accounts do not have any further purpose, it is lawful for the eeune governing
body to direct the proper city or town officials to file claims against the respective inactive funds in favor

of the general fund of the city or town, after which the eeurelt governing body shall allow the claims and

cause the inactive funds to be closed and not continued in the record of active funds.

Section 32. Section 7-8-4134, MCA, is amended to read:

"7-6-4134. Capital improvement program fund. An amount not to exceed 5% 10% of the money
received from and-as—aparteftheatoresatd an all-purpose levy provided for in 7-6-4452 may be piaced
in a separate fund, known as the capital improvement program fund, to-be-earmarked-for-thetfeplacement

years-8+-more; provided that a capital improvement program has been fermally adopted by resolution of the

city or town erdinapee governing body."

Section 33. Section 7-6-4135, MCA, is amended to read:

"7-6-4135. Investment of money in capital improvement program fund. The money held in the

capital improvement program fund must, whenever possible, be invested in-savings—ortime-deposis-n—a

States-goverpmrent pursuant to Title 7, chapter 6, part 42, and all interest must be credited to the fund plus

Section 34. Section 7-6-4202, MCA, is amended to read:
"7-6-4202. Definitions. As used in this part, the following definitions apply:
(1) Fheterm—eledkmeans-the—clerk-of-theeity "Chief executive” means the alected executive in

a qovernment adopting the commission-executive form, the manager in_ g geovernment adopting the
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commission-manager form, the presiding officer in a government adopting ine commission-presiding officer

form, the town presiding officer in a government adopting the town meeting form, the commigsion acting

as a body in a government adopting the commission form, or the officer or officers so designated in the

charter in a government adopting a charter.

(2) Fheterm—counciHmeans—the—city-—coupeioareity—eormmissian "Finance officer” means the

elected or appointed finance director, clerk, treasurer, or clerk-treasurer who has been delegated huidget

and accounting responsibilities.

{3) Fho-termmunicipal-corperation’ orrmuhieipalitymeans-the-city "Governing body” means

the municipal councit or commissign.

{4} Fhe—termn"treaswror—meoans—thae—eity treasurer "Municipality” means an _incorparated city or

town.

{(5) "Working capital” means the current assets of a fund less the current liabilities and designated

reserves of a fund.”

Section 35. Section 7-6-4203, MCA, is amended to read:
"7-6-4203. Scope of part. The provisions of this part apply to all eities-ertewas municipalities in
this state—exteptforsitiesandtowns-that-hoveadepted-thealterrativeaccouning-method-provided-for

Section 36. Section 7-6-4205, MCA, is amended to read:

"7-6-4205. Budget and levies to be supplied to Rele-of department of commerce. (1) The finance

officer shall, not later than October 1, forward a complete copy of the final budget together with tax levies

1o the department of commerce.

{2} The finance officer shall use standard forms prescribed by the department of commerce or shall

use an alternative budget format acceptable to the department of cammerce. Fhe-department-olcemmerce
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NEW SECTION. Section 37. Appropriation power. A governing body may appropriate money and

provide for the payment of the debts and expenses of the municipality.

NEW SECTION. Section 38. Appropriation requirement. Money, other than payments from agency
funds, may not be drawn from the treasury of a municipality, and an ohligation for the expenditure of
maney may not be incurred, except pursuant to an appropriation. The governing body may delegate, in
its annual appropriatian resolution, appropriation authority to the chief executive officer for the expenditure
of funds from any or all of the following:

(1) debt service funds;

{2) enterprise funds;

{3} internal service funds;

(4} trust funds;

(5) federal, state, and private grants accepted and approved by the governing body;

(6) special assessments; and

{(7) donations.

NEW SECTION. Section 39. Manner of making payment for judgments against municipalities. (1}
On receipt of the certificate of a justice of the peace or the clerk of the court in which any judgment is
rendered, showing the amount of a judgment against a municipality and the date of its entry, the governing
body shall direct that the amount of the judgment be paid from the general fund if there is sufficient money
in the general fund to pay the judgement, exclusive of the appropriations for the current fiscal year.

(2} The governing body shall at the proper times levy and cause to be collected a tax on all the
property of the municipality for the payment of the judgment within a period of 3 years from its
presentation if there is not sufficient money, as provided in subsection {1}, in the general fund to pay the

judgment.

NEW SECTION. Section 40. Preliminary annual operating budget. (1) The finance officer shall
prepare, under the direction of the chief executive, a preliminary annual operating budget for the
municipality. The finance officer shall use standard forms prescribed by the department of commerce or

an alternative budget format acceptable to the department of commerce.
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(2) The preliminary annual operating budget for each fund must inciude, at a minimum:

(a) alisting of all revenue and other resources for the prior year, current year budget, and proposed
budget year. Revenue and other resources must he summarized into the following categories: taxes; special
assessment principal; special assessment interest; licenses and permits; intergovernmental revenue; charges
for services, fines, and forfeitures; interest on investments, other revenue, and operating transfers in.

{b} a listing of all expenditures for the prior year, current year budget, and proposed budget year.
All expenditures must be classified under one of the following categories: salaries and wages, oparation
and maintenance, capital outlay, debt service, or transfers out.

{c) a projection of changes in fund balances or cash balances available for governmental fund types
and a projecticn of changes in cash balances and working capital for proprietary fund types. This projection
must be supported by a summary for each fund or group of funds listing the estimated beginning balance,
plus estimated revenue, less proposed expenditures, cash reserves, and estimated ending balances.

{d} a detailed list of proposed capital expenditures and a list of proposed ﬁa]or capital projects far
the budget year;

{e) financial data on current and future debt obligations;

(f) schedules or summary tables of personnel or position counts for the prior year, current year,
and budget year. The budgeted amaounts for personnel services must be supported by a listing of positions,
salaries, and benefits for all positions of the municipatity. The iisting of positions, salaries, and benefits is
not required to be part of the budget document.

{g) all other estimates that fall under the purview of the budget.

{3] The preliminary annual operating budget for each fund for which the muniéipalitv will levy an

ad valorem tax must include the amount to be raised by taxation, the taxable value, and the number of mills

to be levied.

NEW SECTION. Section 41. Determination of fund requirements to be met by tax levy. (1)
Following the determinations required by [section 40), the governing body shall determine the amount to
be raised for each fund for which a tax levy is to be made by adding the cash balance in excess of
outstanding unpaid warrants at the cltose of the preceding fiscal year and the amount of the estimated
revenues, if any, to accrue to the fund during the current fiscal year. It shall then deduct the total amount

obtained from the total amount of the appropriations and authorized expenditures from the fund as
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determined by the governing body in the budget adopted and approved. The amount remaining is the
amount necessary to be raised for any fund by tax levy during the current fiscal year.

{2} The governing body may add to the amount necessary to be raised for any fund by tax levy
during the current fiscal year an additional amount as a reserve to meet expenditures to be made from the
fund during the months of July to November of the next fiscal year. The undesignated amount held as a
reserve may not exceed one-haif of the total amount appropriated and authorized to be spent from the fund
during the current fiscal year, after deducting from the amount of the appropriations and authorized
expenditures the total amount appropriated and autherized to be spent for election expenses and payment
of emergency and other outstanding warrants.

(3) The total amount to be raised by tax levy for any fund during the current fiscal year, including
the amount of the reserve, may not exceed the total amount that may be raised for the fund by a tax levy

that does not exceed the maximum levy permitted by law to be made for the fund.

NEW SECTION. Section 42. Preliminary annual operating budget to be balanced. The preliminary
annual operating budget may not include appropriations in excess of the projected beginning balance of a

fund plus the estimated revenue of the fund for the year.

NEW SECTION. Section 43. Due date for preliminary annual operating budget -- consideration of
budget. (1} The preliminary annual operating budget must be presented by the finance officer to the
governing body on or before the governing body’s first meeting in August.

(2) Upon receipt of the preiiminary annual operating budget, the governing body shall immediately
consider the budget and make any revisions, reductions, additions, or changes the governing body

considers advisable.

NEW SECTION. Section 44. Receipt and expenditure of money prior to adoption of final budget.
A municipality may receive and expend money between July 1 of the fiscal year and the effective date of

the resolution adepting a final municipal budget.

NEW SECTION. Section 45. Notice of preliminary municipal budget. (1) The governing body shall

cause a natice to be published stating that:
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{a) the governing body has completed its preliminary municipal buzget for the ensuing fiscal year;

{b} the budget has been placed on file and is open to inspection in the office of the finance officer
of the municipality;

(¢ the governing body will meet for the purpose of approving a final budget and making
appropriations, designating the date, time, and place of the meeting; and

{d) any taxpayer or resident may appear at the meeting and be heard for or against any part of the
proposed budget.

(2} The publication requirements must conform to the provisions of 7-1-4127.

NEW SECTION. Section 46. Hearing on proposed municipal budget. (1) Prior to the adoption of
the final municipal budget, the governing body shall meet at the time and place designated in the notice
provided in [section 45], at which time any taxpayer or resident may appear and be heard for or against
any part of the budget. The governing body may call in the official in charge of an office, department,
service, or institution at the time the estimates for the official’s office, department, service, or institution
are under consideration for examination concerning the estimates. The official must be called in by the
governing bady, upon the request of a taxpayer or resident, for questioning upon the estimates by the
governing body, taxpayer, or resident.

{2} The hearing may be continued from day to day and must be concluded and the budget finally

approved and adopted by resolution on or before the second Monday in August.

NEW SECTION. Section 47. Final municipal budget -- approval and adoption -- appropriations. (1)
Following the public hearing and after taking into consideration any public comment, the governing body
may amend the preliminary municipal budget. The preliminary municipal budget must be updated by the
finance officer, reflecting any changes made by the governing body. The amended preliminary municipal
budget, as approved by the governing body, constitutes the final budget of the municipality for the fiscal
year that it is intended to cover. The governing body shall then pass a resolution for the fiscal year
adopting the finai municipal budget and authorizing appropriations.

(2) The resolution must authorize appropriations of enough money to defray the expenses or
liabilities of the municipality for the fiscal year. The level of detail in the resolution establishes the legal

spending limits of the municipality. The effective date of the resolution is the first day of the fiscal year.
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Section 48. Section 7-6-4232, MCA, is amended to read:

"7-6-4232. Fixing of tax levy —exeeptien. {1) On or before the second Monday in August and
after the approval and adoption of the final budget, the eeureil governing body shall fix the tax levy for
each fund at a rate, not exceeding limits prescribed by law, that will raise the amount set out in the budget
as the amount necessary to be raised by tax levy for that fund during the current fiscal year. The taxable
valuation of the ey municipality for the current fiscal year must be the basis for determining the amount
of the tax levy for each fund, and each tax levy must be at a rate not higher than is required on that basis,
without including any amount for anticipated tax delinquency, to raise the amount set out in the budget.

(2) If the eeurei governing body considers that a levy made for a bond sinking or interest fund will
not provide a sufficient amount to pay all bond principal and interest becoming due during the current fiscal
year or within 6 months after the current fiscal year because of anticipated tax delinquency, the eevaei
governing body may fix the levy at a rate it considers necessary to raise the amount for making the

payments of principal and interest over and above the anticipated tax delinquency.

(3) Each levy must be made in the manner provided by 15-10-2C1,

NEW SECTION. Section 49. Limitation of expenditures. Except as provided in isection 47], the
governing body and each municipal official are limited to the amount of appropriations and by the
classifications in the annual appropriation resolution provided for in [section 47] when making expenditures

ar incurring liabilities.

Section 50. Section 7-6-4234, MCA, is amended to read:

"7-6-4234. Effect of exceeding budget appropriations -- personal liability. {34 Expenditures made;
or liabilities incurred—er—warraRts—issted in excess of any ef-the-detaded-budgeteappreprations specific

appropriation contained in the annual appropriation resolution provided for_in [sectiop 471, as originally
determined or as thereafter revised by—transteras—previded-in-this—part, shall are not be a liability of the

municipality, but the official making or incurring sauch-expanditure-or-issuing—sueh—warrart-shall-be th
obligation_is tiable therefor for the obligation personally and upon his—effierat the official’s bond. The

{¢1]

|

subsequent claims approval process may not be considered making or incurring an pbligation
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NEW SECTION. Section 51. Budget amendment procedure. (1} The governing body or the chief

executive authorized in the annual appropriation resolution may transfer any part of an unencumbered
balance of an appropriation to a purpose or object for which the appropriation for the current year is
insufficient or may authorize a transfer to be made between items appropriated within the same fund.

{2) The governing body may delegate, in its annual appropriation resolution, budget amendment
authority to the chief executive for the expenditure of funds from any or all of the following: debt service
funds, enterprise funds, internal service funds, trust funds, federal and state grants accepted and approved
by the governing body, special assessments, and donations.

{3) Any accruing revenue of the municipality not appropriated as provided in this part and any
balance at any time remaining after the purpose of an appropriation has been satisfied or abandoned may
from time to time be appropriated to other uses that do not conflict with any uses for which specifically
the revenue accrued. A public hearing is required for an overall increase in appropriatian authority, except

in the case of an emergency under Title 10, chapter 3.

Section 52. Section 7-6-4237, MCA, is amended to read:

"7-6-4237. Use of bond proceeds and borrowed money. {1) Money received from borrowing sha#
may not be used for re-othes a purpose other than that for which borrowed, except that if any surplus
remains after the accomplishment of the purpose for which borrowed, it sha# must be used to redeem the
municipal debt.
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{34(2) The authorization of a bond issue by the electors or by the governing body of the-eity a

municipality where an election is not required shal-censtitute constitutes an appropriation of the bond
proceeds to the purpose for which the bonds are authorized, whether or not sueh the purpose is included
in a budget previously adopted, but fe warrants shall may not be drawn, expenditures made, or obligations
incurred in excess of suek the appropriation except pursuant to an additional appropriation included in a

regularly adopted budget.”

Section 53. Section 7-6-4240, MCA, is amended to read:
"7-6-4240. Lapse of appropriation. {H—Subiest—te—tho—previsiens—ef—subsection—{2—al
apprepriations-otherthan-the-approprations—terdneomploted-mprovements-in-progress-ef-canstraction;

2—at{1] The appropriation accounts must remain open for a period of 38 60 days after the end
of the fiscal year for the payment of claims incurred against the appropriations prior to the close of the
fiscal year and remaining unpaid. After the 36-day 60-day period has expired, all appropriations, except as
otherwise provided regarding-uhcompleted-improverments, become null and void, and any lawful claim
presented against any appropriation after the expiration of the 60-day period must be provided for in the

ensuing budget.

(2] At the close of each fiscal year, the unencumbered halance of each appropriation must revert
to the respective fund from which it was appropriated and is subject to future apprepriations unless the

governing body authorizes the unencumbered balance of capital outlay appropriations to be reappropriated

for the ensuing fiscal year.”

NEW SECTION. Section 54. Emergency expenditures. (1) All emergency expenditures must be
charged to the emergency budget appropriations adopted by a governing body.
(2) Emergency expenditures may be made by the issuance of checks or warrants drawn on the

municipal treasury. The municipality is authorized and directed to pay the checks or warrants with any
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money available for that purpose. If at any time there is insufficient monev available to pay the emergency
expenditures, then emergency warrants must be issued and registered, must bear interest, and must be
called for payment in the manner provided by faw for other municipat warrants.

{3) The finance officer shall include in the preliminary annual operating budget to be submitted to
the governing body the total amount of emergency warrants issued during the preceding fiscal year that
remain unpaid. Subject to the provisions of this section, the governing body shall, in the tax levies, include
a levy for each fund sufficient to raise an amount equal to the total amount of any emergency warrants
remaining unpaid at the close of the preceding fiscal year because of insufficient money in the fund 1o pay
the warrants.

{4) {a) A levy may not be made for any fund in excess of the levy authorized by law t¢ be made
for the fund.

(b} The governing body may submit the question of funding the emergency warrants at an election
as provided by law. If possible, the election must be held in conjunction with a regular or primary electian.
It at the election issuing of funding bonds is authorized, it is not necessary for any levy to be made for the

purpose of paying the emergency warrants,

NEW SECTION. Section §5. Repealer. Sections 7-3-4371,7-3-4372,7-3-4373, 7-6-601, 7-6-602,
7-6-803, 7-6-604, 7-6-4102, 7-6-4103, 7-6-4105, 7-6-4106, 7-6-4107, 7-6-4108, 7-6-4109, 7-6-4110,
7-6-4111,7-6-4112,7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,
7-6-4221,7-6-4222,7-6-4223,7-6-4224,7-6-4225,7-6-4226,7-6-4227,7-6-4228,7-6-4229,7-6-4230,
7-6-4231,7-6-4233,7-6-4235,7-6-4236, 7-6-4239,7-6-4241,7-6-4251, 7-6-4252, 7-6-4253, 7-6-4254,
and 7-6-4255, MCA, are repealed.

NEW SECTION. Section 56. Codification instruction. (1) [Sections 27 and 28] are intended to
be codified as an integral part of Title 7, chapter 6, part 41, and the provisions of Title 7, chapter 6, part
41, apply to [sections 27 and 28].

(2) [Sections 37 through 47, 49, 51, and 54] are intended to be codified as an integral part of Title

7, chapter 6, part 42, and the provisions of Title 7, chapter 6, part 42, apply to [sections 37 through 47,
49, 51, and 54].
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1 NEW SECTION. Section 57, Applicability. [This act] applies to municipal budgeting procedures
2 commencing an July 1, 1997.
3
4 NEW SECTION. Section 58. Effective date. [This act] is effective on passage and approval.
5 -END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HB0S508, as introduced

DESCRIPTION OF PROPOSED LEGISLATION:
An act generally revising municipal budget laws; amending and repealing numerous sections
of MCA.

ASSUMPTIONS :
Department of Commerce/Local Government Services Division
1. HB308 deals only with the procedural aspects of local government budgeting.

FISCAL IMPACT:
Department of Commerce
Local Government Services Division:

No fiscal impact.

EFFECT ON COUNTY OR QTHER LOCAL REVENUES OR EX DITURES:

The amount of money municipalities c¢ould set aside for capital improvements programs and
the cash reserves may increase under the proposed legislation, however, any increases
would have tc be funded from existing revenues since there is no additional levy authority
and/or revenue producing authority contained in the bill.

TECHNICAL NOTES:
In the new secticon 27(2) (b), the & month pericd allowed for filing the audit report 1s in
conflict with 2-7-503 (32){a}, MCA; which provides for 1 year to file the audit report.

7-6-4134, MCA; which is amended 1n the bill, eliminates the purpose for which a capital
*mprovement pregram fund may be established without providing for a replacement definition
which could result in confusion at the local government level.
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DAVE LEWTS, BUDGET DIRECTOR DATE CHARLES DEVANEY, PRIMA}(Y(swﬁfSOR DATE

Cffice of Budget and Program Planning
Fiscal Note for HBO508 \as aintrgduced

HR 568




55th Legisiature HB0508.02

(2 I S 7S B S

O w0 N

I

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

APPROVED BY COM ON
LOCAL GCVERNMENT

HOUSE BILL NO. 508
INTRODUCED BY DEVANEY, HERTEL

A BILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING MUNICIPAL BUDGET LAWS; AMENDING
SECTIONS 2-7-503, 2768427137621+ -—F-6-2332 763202762203 /F-6-2211 -7 52213,
762321 762324762326, 7-6-2330;76-233F7-6-2526-:7-6-4104,7-6-4121,7-6-4123,7-6-4124,
7-6-4134, 7-6-4135, 7-6-4202, 7-6-4203; 7-6-4205, +6-4232; 7-6-4234, 7-6-4237, AND 7-8-4240,
MCA; REPEALING SECTIONS 7-3-4371, 7-3-4372, 7-3-4373, +6-661—+7 66021 6603—7-6-604;
7-6-4102,7-6-4103, 7-6-4105, 7-6-4106, 7-6-4107,7-6-4108, 7-6-4109, 7-6-4110,7-6-4111, 7-6-4112,
7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,7-6-4221,7-6-4222,
7-6-4223,7-6-4224,7-6-4225,7-6-4226,7-6-4227,7-6-4228,7-6-4229,7-6-4230,7-6-4231,7-6-4233,
7-6-4235, 7-6-4236, 7-6-4239, 7-6-4241, 7-6-4251, 7-6-4252, 7-6-4253, 7-6-42564, AND 7-6-4255,
MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

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

"2-7-603. Financial reports and audits of local government entities -—exeeption. (1} The governing
body or managing or executive officer of a local government entity, other than a school district or
associated cooperative, shall ensure that a financial report is made every year. A school district or
associated cooperative shatl comply with thé provisions of 20-9-213. The financial report must cover the
preceding fiscal year, be in a form prescribed by the department, and be completed within 4 6 months of
the end of the reporting period. The local government entity shall submit the financial repart to the
department for review.

{2) The department shall prescribe a uniform reporting system for all local government entities
subject to financial reporting requirements, other than school districts. The superintendent of public
instruction shall prescribe the reporting requirements for school districts. ‘

{3) (a) The governing body or managing or executive officer of each local government entity
receiving revenue or financial assistance in the period covered by the financial reportin excess of $200,000
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ot 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 commence 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 body or managing or executive officer of a local government entity that does not
meet the criteria established in subsection (3)(a) shall at teast once every 4 years, 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 public instruction, cause a financial review, as defined by department rule, to be
conducted of the financial statements of the entity for the preceding fiscal year.

(4) An audit conducted in accordance with this part is in lieu of any financial or financial and
compliance audit of an individual financial assistance program that a local government is required to
conduct under any ather state or federal law or regulation. If an audit conducted pursuant to this part
provides a state agency with the information it requires to carry out its responsibilities under state or federal
law or reguiation, 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.

(&) In addition to the audits required by this section, the department may at any time conduct or
contract for a special audit or review of the affairs of any local government entity referred to in this part.
The special audit or reviews must, to the extent practicable, build upon audits performed pursuant to this
part.

(6) The fee for 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.

{7) SUBSECTIONS (1) THROUGH (3) DO NOT APPLY TO A LOCAL GOVERNMENT ENTITY THAT

HAS ADOPTED THE ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6,
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Section 2. Section 7-6-4104, MCA, is amended to read:

"7-6-4104. Duties of eity treasurer relating to finances -—exseption -- EXCEPTION. It is the duty
of the ety treasurer:

(1) to receive all money that comes to the ey municipality, either from taxation or otherwise, and

to pay the same money out on the warrant of the mayor, countersigned by the clerk or finance officer,

drawn in accordance with law;

{2) to give every person paying money to the treasurer a receipt, specifying the date of payment,
the amount, and for what paid;

{3) to pay out, in the order registered, all warrants presented for payment, when there are funds
in the treasury to pay the same.

(4] THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHCBD PROVIDED FOR (N TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 3. Role of department of commerce. (1} The department of commerce

shall prescribe for all municipalities:

{a) general methods and details of accounting as provided in 2-7-504;

{n) uniform internal and interim reporting systems as provided in 2-7-503;

(c) annual financial report forms as provided in 2-7-503; and

{d} general methods and details of accounting for the annual financial report as provided in
2-7-513.

(2} Municipalities shall file with the department of commerce:

(a) an annual financial report within 6 months of the fiscal yearend; and

(b} an audit report within & 12 months of the end of the audited period.

(3) The audit report must be accepted in lieu of the annual financial report if it contains, at a
minimum, the municipality’s general purpose financial statements and combining and individual fund and

account group statements.
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(4) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 4. Additional records and reports. (1) The chief executive or governing
body of a municipality may require other elected or appcinted officials to:

(a) maintain financial records;

{b) perform financial reconciliations; and

{c} submit financiai reports.

{2) The treasurer shall:

{a} serve as the custodian of all public money;

{b) install and have supervision over the financial accounts of al. departments and offices of the
municipality; and

{c) require daily departmental reports of money receipts and their disposition on forms that the
treasurer prescribes.

(3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR iN TITLE 7, CHAPTER 6, PART 6,

Section 5. Section 7-6-4121, MCA, is amended to read:

"7-6-4121. Autharization to conduct municipal business on a cash basis. (1) lr-ease |f the total
indebtedness of a city or town has reached 17% of the total taxable value of the property of the city or
town subject to taxation, as ascertained by the last assessment for state and county taxes, the city or town
may conduct its affairs and business on a cash basis as provided by subsection (2).

{2) (a) Whenaver a city or town is conducting its business affairs on a cash basis, the reasonable
and necessary current expenses of the city or town may be paid out of the cash in the city or town treasury
and derived from its current revenue, under any restrictions and regulations as the city or town ceunct
governing body may by ordinance prescribe.

{b} In the event that payment is made in advance, the city or town may require a cash deposit as
collateral security and indemnity, equal in amount to the payment, and may hold the deposit as a special
deposit with the city treasurer or town clerk, in package form, as a pledge for the fulfillment and
performance of the contract or obligation for which the advance is made.
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{c) Before the payment of the current expenses mentionod-above described in subsection {2)(al,

the city or town council shall first set apart sufficient money to pay the interest upon its iegal, valid, and
outstanding bonded indebtedness and any sinking funds provided for and is authorized 1o pay all valid
claims against funds raised by tax especially authorized by law for the purpose of paying the claims.

{3) THIS SECTION DOES NOT _APPLY TO A CITY OR TOWN THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

Section 6. Section 7-6-4123, MCA, is amended to read:

"7-6-4123. Procedure to transfer municipal funds. Ne-merey Money may not smwst be transferred

from one fund to another except by erdiranee-or resclution of the eewrel governing body unless previously

autharized by budqget resolution or as prescribed by 7-6-4124."

Section 7. Section 7-6-4124, MCA, is amended to read:

"7-6-4124. Procedure to close inactive accounts, +H{1) Whenever the esuned governing hody
of any city or town havirg-a-cerperate-existence—R-this-state considers it necessary to remove inactive
accounts from its records when the accounts do not have any further purpose, it is tawful for the seuneH
governing body to direct the proper city or town officials to file claims against the respective inactive funds
in favor of the general fund of the city or town, after which the eearelt governing body shall allow the
claims and cause the inactive funds tec be closed and not continued in the record of active funds.

(2) THIS SECTION DOES NOT APPLY TO A CITY OR TOWN THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

Section 8. Section 7-6-4134, MCA, is amended to read:

"7-6-4134. Capital improvement program fund. An amount not to exceed 5% 10% of the money
received from and-as—a-partofthe—oaforesaid an all-purpose levy provided for in 7—6—4452 may be placed
in a separate fund, known as the capital improvement program fund, to-be-earmarkedtertho-replacerent
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years-of-mere; 10 BE EARMARKED FOR THE REPLACEMENT, IMPROVEMENT, AND ACQUISITION OF

PROPERTY, FACILITIES, CR EQUIPMENT, provided that a capital improvement program has been formally

adopted by resolution of the city or town etdimanee governing body.”

Section 9. Section 7-6-4135, MCA, is amended to read:

"7-6-4135. Investment of money in capital improvement pragram fund. The money held in the

capital improvement program fund must, whenever possible, be invested rsavirgs-ertime-depoesits—aa

o I : e
States-goverament pursuant to Title 7, chapter 6, part 42 2, and all interest must be credited to the fund

Section 10. Section 7-6-4202, MCA, is amended to read:
"7-6-4202. Definitions. As used in this part, the following definitions apply:
(1) Fheterm—elerk-means-the-elerk-athe-eity "Chief executive” means the elected executive in

a government adopting _the commission-executive form, the manager in_a government _adopting the

commission-manager form, the presiding cfficer in a government adopting the commission-presiding officer

form, the town presiding officer in a government adopting the town meeting form, the commission acting

as a body in a government adopting the commission form, or the officer or officers so designated in the

charter in a government_adopting a_charter.

(2) Fhe-term-"couneit—means—the-eity—council-erecity-eemmission "Finance officer” means the

elected or appointed finance director, clerk, treasurer, or_clerk-treasurer who has been delegated budaet

and accounting responsibilities.

(3) " o : feipatity" ecity "Governing body" means

the municipal council or commission.

(4) Fhe-tern—ireasurer—means—the-city—treasurer "Municipality” means an incorporated city or

town.

(6) "Working capital” means the current assets of a fund less the current liabilities and designated

reserves of a fund.”
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Section 11. Section 7-6-4205, MCA, is amended to read:

"7-6-4205. Budget and levies 1o he supplied to Rele-ef department of commerce. (1) The finance

officer shall, not later than October 1, forward a complete copy of the final budget together with tax levies

to the department of commerce.

{2} The finance officer shall use standard forms prescribed by the department of commerce or shall

use an alternative budget format acceptable to the department of commerce. Fhe-departmentofcommerce

(3] THIS SECTION DOES NOT APPLY TO A CITY OR TOWN THAT HAS ADCPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6."

NEW SECTION. Section 12, Appropriation power. A governing hody may appropriate money and

provide for the payment of the debts and expenses of the municipality.

NEW SECTION. Section 13. Appropriation requirement. (1) Money, other than payments from
agency funds, may not be drawn from the treasury of a municipality, and an obligation for the expenditure
of money may not be incurred, except pursuant to an appropriation. The governing body may delegate,
in its annual appropriation resolution, appropriation authority to the chief executive officer far the
expenditure of funds from any or all of the following:

HHA) debt service funds;

+3(B} enterprise funds;

{3(C) internal service funds;

43D} trust funds;
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{8}(E) federal, state, and private grants accepted and approved by the governing body;

{8}(F) special assessments; and

£4(G) donations.

(2] THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TiTLE 7, CHAPTER 6, PART 8.

NEW SECTION. Section 14. Manner of making payment for judgments against municipalities. {1}
On receipt of the certificate of a justice of the peace or the clerk of the court in which any judgment is
rendered, showing the amount of a judgment against a municipality and the date of its entry, the governing
hody shall direct that the amount of the judgment be paid from the generzl fund if there is sufficient money
in the general fund to pay the judgement, exclusive of the appropriations for the current fiscal year.

(2) The governing body shall at the proper times levy and causa2 to be collected a tax on all the
property of the municipality for the payment of the judgment within a period of 3 years from its
presentation if there is not sufficient money, as provided in subsection (1), in the general fund to pay the
judgment.

(3)_THIS SECTION DOES NOT APPLY TQ A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 15. Preliminary annual operating budget. (1) The finance officer shalf
prepare, under the direction af the chief exeacutive, a preliminary annual operating budget for the
municipality. The finance officer shail use standard forms prescribed by the department of commerce or
an alternative budget format acceptable to the department of commerce.

{2) The preliminary annual operating budget for each fund must inciude, at a minimum:

{a) alisting of all revenue and other resources for the prior year, current year budget, and proposed
budget year. Revenue and other resources must be summarized into the following categories: taxes; special
assessment principal; special assessment interest; licenses and permits; intergovernmentai revenue; charges
for services, fines, and forfeitures; interest on investments, other revenue, and operating transfers in.

(b} alisting of all expenditures for the prior year, current year budget, and proposed budget year.
All expenditures must be classified under one of the following categories: salaries and wages, operation
and maintenance, capital outlay, debt service, or transfers out.
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{c) aprojection of changes in fund batances or cash balances available for governmental fund types
and a projection of changes in cash balances and working capital for proprietary fund types. This projection
must be supported by @ summary for each fund or group ot funds listing the estimated beginning balance,
plus estimated revenue, less proposed expenditures, cash reserves, and estimated ending balances.

{d) adetailed list of proposed capital expenditures and a list of proposed major capital projects for
the budget year;

{e) financial data on current and future debt obligations;

(f)! schedules or summary tables of personnel or position counts for the prior year, current year,
and budget year. The budgeted amounts for personnel services must be supported hy alisting of positions,
salaries, and benefits for all positions of the municipality. The listing of positions, salaries, and benefits is
not required to be part of the budget document.

{g) all other estimates that fall under the purview of the budget.

{3) The preliminary annual operating budget for each fund for which the municipality wili ievy an
ad valorem tax must include the amount to be raised by taxation, the taxable value, and the nurmber of mills
to be levied.

{4) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHQOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 16. Determination of fund requirements to be met by tax levy. (1)
Following the determinations required by [section 48 15], the governing body shall determine the amount
to be raised for each fund for which a tax levy is to be made by adding the cash balance in excess of
outstanding unpaid warrants at the close of the preceding fiscal year and the amount of the estimated
revenues, if any, to accrue to the fund during the current fiscal year. It shall then deduct the total amount
obtained from the total amount of the appropriations and authorized expenditures from the fund as
determined by the governing body in the budget adopted and approved. The amount remaining is the
amount nercessary 10 be raised for any fund by tax levy during the current fiscal year.

{2) The governing body may add to the amount necessary tc be raised for any fund by tax ievy
during the current fiscal year an additional amount as a reserve to meet expenditures to be made from the
fund during the months of July to November of the next fiscal year. The undesignated amount held as a

reserve may not exceed one-half of the total amount appropriated and authorized to be spent from the fund
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during the current fiscal year, after deducting from the amount of the appropriations and authorized
expenditures the total amount appropriated and authorized to be spent fo- election expenses and payment
of emergency and other outstanding warrants.

(3) The total amount to be raised by tax levy for any fund during the current fiscal year, including
the amount of the reserve, may not exceed the total amount that may be raised for the func by a tax levy
that does not exceed the maximum levy permitted by law to be made fo- the fund.

(4) THIS SECTION DOES NOT APPLY TGO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 8.

NEW SECTION. Section 17. Preliminary annual operating budget to be balanced. The preliminary
annual operating budget may not include appropriations in excess of the projected beginning balance of a

fund plus the estimated revenue of the fund for the year. THIS SECTION DOES NOT APPLY TO A

MUNICIPALITY THAT HAS ADOPTED THE ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN

TITLE 7/, CHAPTER 6, PART 6.

NEW SECTION. Section 18. Due date for preliminary annual operating budget -- consideration of
budget. (1) The preliminary annual operating budget must be presented by the finance officer to the
governing body on or before the governing body’s first meeting in August.

{2} Upon receipt of the preliminary annual operating budget, the governing body shall immediately
consider the budget and make any revisions, reductions, additions, c¢r changes the governing body
considers advisable.

(3] THIS SECTION DOES NOT APPLY TC A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION, Section 19. Receipt and expenditure of money prior to adoption of final budget.
A municipality may receive and expend money between July 1 of the fiscal year and the effective date of

the resolution adopting a final municipal budget. THIS SECTION DCES NOT APPLY TO A MUNICIPALITY

THAT HAS ARQPTED THE ALTERNATIVE ACCOUNTING METHOD PROVIDED FORIN TITLE 7, CHAPTER
6, PART 6. -
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NEW SECTION. Section 20. Notice of preliminary municipal budget. {1} The governing bady shall
cause a notice to be published stating that:

{a) the governing body has completed its preliminary municipal budget far the ensuing fiscal year;

(b) the budget has been placed on file and is open to inspection in the office ot the finance officer
of the municipality;

{c} the governing body will meet for the purpose of approving a final budget and making
appropriations, designating the date, time, and place of the meeting; and

(d) ahy taxpayer or resident may appear at the meeting and be heard for or against any part of the
proposed budget.

{2y The publication reguirements must conform to the provisions of 7-1-4127.

{3) THIS SECTION DCES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 21. Hearing on proposed municipal budget. (1) Prior to the adoption of
the final municipal budget, the governing body shail meet at the time and place designated in the notice
provided in [section 4B 20], at which time any taxpayer or resident may appear and be heard for or against
any part of the budget. The governing body may call in the official in charge of an office, department,
service, or institution at the time the estimates for the official’s office, department, service, or institution
are under consideration for examination concerning the estimates. The official must be called in by the
governing body, upon the request of a taxpayer or resident, for questioning upon the estimates by the
governing body, taxpayer, or resident.

{2) The hearing may be continued from day to day and must be concluded and the budget finatlly
approved and adopted by resolution on or before the second Monday in August.

(3] THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVICED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 22. Final municipal budget -- approval and adoption -- apprapriations. {1)
Foliowing the public hearing and after taking into consideration any public comment, the governing body
may amend the preliminary municipal budget. The preliminary municipal budget must be updated by the

finance officer, reflecting any changes made by the governing body. The amended preliminary municipal
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budget, as approved by the governing body, constitutes the final budget of the municipality for the fiscal
year that it is intended to cover. The governing body shall then pass a resolution for tne fiscal year
adapting the final municipal budget and authorizing appropriations.

{2} The resolution must authorize appropriations of enough money to defray the expenses or
liabilities of the municipality for the fiscal year. The leve! of detail in the resolution establishes the legal
spending limits of the municipality. The effective date of the resolution is the first day of the fiscal year.

{3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER &, PART 6.

NEW SECTION. Section 23. Limitation of expenditures. Except as provided in {section 4% 22].

the governing body and each municipal official are limited to the amount of appropriations and by the
classifications in the annual appropriation resolution provided for in ‘section 4% 22} when making
expenditures or incurring fiabilities.
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Section 24. Section 7-6-4234, MCA, is amended to read:
"7-6-4234. Effect of exceeding budget appropriations -- persanal liability. {1 Expenditures made-

or liabilities incurred—er—warrapts—tssaed in excess of any ef-the-detailed -budget-approprations specific

appropriation contained in the annual appropriation resglution provided for in [section 47 221, as originally
determined or as thereatter revised by—transteras-provided-ipthis—part, shalt are not be a liability of the
municipality, but the official making or incurring sueh—expeaditure-orissuing-such-warrant-shal--be the

obligation is liable therefer for the obligation personally and upon kis—effieial the official’'s bond. The

subsequent claims approval process may not be considered making or incurring an obligation.

NEW SECTION. Section 25. Budget amendment procedure. {1} The governing body or the chief
executive authorized in the annual appropriation resclution may transfer any part of an unencumbered
balance of an appropriation to a purpose or object for which the appropriation for the current year is
insufficient or may authorize a transfer to be made between items appropriated within the same fund.

(2) The governing body may delegate, in its annual appropriation resolution, budget amendment
authority to the chief executive for the expenditure of funds from any or all of the following: debt service
funds, enterprise funds, internal service funds, trust funds, federal and state grants accepted and approved
by the governing body, special assessments, and donations.

{3) Any accruing revenue of the municipality not appropriated as provided in this part and any

balance at any time remaining after the purpose of an appropriation has been satisfied or abandoned may

- from time to time be appropriated to other uses that do not conflict with any uses for which specifically

the revenue accrued. A public hearing is required for an overall increase in appropriation authority, except
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in the case of an emergency under Title 10, chapter 3.

(4)  _THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHFAPTER 6, PART 6.

Section 26. Section 7-6-4237, MCA, is amended to read:

"7-6-4237. Use of bond proceeds and borrowed money. (1) Money received from borrowing sha#
may not be used for ne—ether a purpose other than that for which borrowed, except that if any surpius
remains after the accamplishment of the purpose for which borrowed, it shall must be used to redeem the

municipal debt.

{34{2}) The authorization of a bond issue by the electors or by the governing body of the-eity a

munigipality where an election is not required shatconstitute constitules an appropriation of the bond
proceeds to the purpose for which the bonds are authorized, whether or not sbeh the purpose is included
in a budget previously adopted, but re warrants shal may not be drawn, expenditures made, or obligations
incurred in excess of sueh the appropriation except pursuant to an additional appropriation included in a

regularty adopted budget.”

Section 27. Section 7-6-4240, MCA, is amended to read:

"7-6-4240. Lapse of appropriation. {H—Subject—to--the—provisions—ei—subsostion—2—al

+2—a{1) The appropriation accounts must remain open for a period of 3@ 60 days after the end
of the fiscal year for the payment of claims incurred against the appropriations prior to the close of the
fiscal year and remaining unpaid. After the 30-day 60-day period has expired, all appropriations, except as

otherwise provided regardirg—orosmploted—improvements, become null and void, and any lawful claim

presented against any appropriation after the expiration of the 60-day period must be provided for in the

ensuing budget.

BS ior-2Hal | o . .
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{2) At the close of each fiscal year, the unencumbered balance of each appropriation must revert

to the respective fund from which it was appropriated and is subject to future appropriations unless the

governing body authorizes the unencumbered balance of capital outlay appropriations to be reappropriated

for the ensuing fiscal vear.

{3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR [N TITLE 7, CHAPTER 6, PART 6."

NEW SECTION. Section 2B. Emergency expenditures. (1) Ail emergency expenditures must he
charged to the emergency budget appropriations adopted by a governing body.

{2) Emergency expenditures may be made by the issuance of checks or warrants drawn an the
municipal treasury. The municipality is authorized and directed to pay the checks or warrants with any
money available for that purpose. If at any time there is insufficient money available to pay the emergency
expenditures, then emergenc{/ warrants must be issued and registered, must bear interest, and must be
called for péyment in the manner provided by law for other municipal warrants.

(3) The finance officer shall include in the preliminary annual operating budget to be submitted to
the governing body the total amount of emergency warrants issued during the preceding fiscal year that
remain unpaid. Subject to the provisions of this section, the governing body shall, in the tax levies, include
a levy for each fund sufficient to raise an amount equal to the total amount ot any emergency warrants
remaining unpaid at the close of the preceding fiscal year because of insufficient money in the fund to pay
the warrants.

(4) {a} A levy may not be made for any fund in excess of the levy authorized by law to be made
for the fund.

{b) The governing body may submit the question of funding the emergency warrants at an election
as provided by law. |f possible, the election must be held in conjunction with a regular or primary election.
If at the election issuing of funding bonds is authorized, it is not necessary for any levy to be made for the
purpose of paying the emergency warrants.

(6) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED_ THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TiTLE 7, CHAPTER 6, PART 6.
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NEW SECTION. Section 29. Repealer. Sections 7-3-4371,7-3-4372,7-3-4373, 7 6-601-76-6802;
F6-60376-604. 7-6-4102, 7-6-4103, 7-6-4105, 7-6-4106, 7-6-4107, 7-6-4108, 7-6-4109, 7-6-4110,
7-6-4111,7-6-4112,7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,
7-6-4221,7-68-4222,7-6-4223,7-6-4224,7-6-4225,7-6-4226, 7-6-4227,7-6-4228,7-6-4229,7-6-4230,
7-6-4231,7-6-4233,7-6-4235,7-6-4236,7-6-4239, 7-6-4241,7-6-4251,7-6-4252,7-6-4253, 7-6-4254,
and 7-6-4255, MCA, are repealed.

NEW SECTION. Section 30. Codification instruction. (1) [Sections 27ard—=28 3 AND 4] are
intended to be codified as an integral part of Title 7, chapter 6, part 41, and the provisions of Title 7,
chapter 6, part 41, apply to [sections 27and—=28 3 AND 4].

(2) [Sections d1-through-44-49.-81-and-b4 12 THROUGH 23, 25, AND 28] are intended to be

codified as an integral part of Title 7, chapter 6, part 42, and the provisions of Title 7, chapter 6, part 42,

apply to [sections 37 -through-44—48-61—and-b4 12 THROUGH 23, 25, AND 28].

NEW SECTION. Section 31. Applicability. [This act] applies to municipal budgeting procedures

commencing on July 1, 1997.

NEW SECTION. Section 32. Effective date. [This act] is effective on passage and approval.
-END-
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HOUSE BILL NO. 508
INTRODUCED BY DEVANEY, HERTEL

ABILLFORANACT ENTITLED: "AN ACT GENERALLY REVISING MUNICIPAL BUDGET LAWS; AMENDING
SECTIONS 2-7-503, 27468427613+ 6-213+—F6212—6-2202-F-6-2203 1 62211762213,
7623217623247 6-2326+76-2330-7-6-23347-6-2b26-7-6-4104,7-6-4121,7-6-4123,7-6-4124,
7-6-4134, 7-6-4135, 7-6-4202, 164203, 7-6-4205, +-6-4232; 7-6-4234, 7-6-4237, AND 7-5-4240,
MCA; REFEALING SECTIONS 7-3-4371, 7-3-4372, 7-3-4373, #6-60+—7-6-602—76-603—76-604-
7-6-4102,7-6-4103, 7-6-4105, 7-6-4106,7-6-4107, 7-6-4108, 7-6-4109, 7-6-4110, 7-6-4111, 7-6-4112,
7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,7-6-4221,7-6-4222,
7-6-4223,7-6-4224,7-6-4225,7-6-4226,7-6-4227,7-6-4228,7-6-4229,7-6-4230,7-6-4231,7-6-4233,
7-6-4235, 7-6-4236, 7-6-4239, /-6-4241, 7-6-4251, 7-6-4252, 7-6-4263, 7-6-4254, AND 7-6-4255,
MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

THERE ARE NO CHANGES IN THIS BILL AND IT WILL NOT BE
REPRINTED. PLEASE REFER TO SECOND READING COPY
(YELLOW) FOR COMPLETE TEXT.
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APPROVED BY COM ON
LOCAL CGOVERNMENT

HOUSE BILL NO. 808
INTRODUCED BY DEVANEY, HERTEL

ABILLFOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING MUNICIPAL BUDGET LAWS; AMENDING
SECTIONS 2-7-503, 2760427633762+ 7-6-2 12 7-6-2202,7-6-2203-7-6-221171-6-2213.
F-8-2321,7-6-23247-6-23267-6-23307-6-23317-6-2826,7-6-4104, 7-6-4121,7-6-4123,7-6-4124,
7-6-4134, 7-6-4135, 7-6-4202, +-6-4203; 7-6-4205, 76-4232; 7-6-4234, 7-6-4237, AND 7-6-4240,
MCA; REPEALING SECTIONS 7-3-4371, 7-3-4372, 7-3-4373, 76-601—71-6-604-716-8603—7-6-604,;
7-6-4102,7-6-4103,7-6-4105,7-6-4106, 7-6-4107,7-6-4108,7-6-4109,7-6-4110, 7-6-4111, 7-6-4112,
7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,7-6-4221,7-6-4222,
7-6-4223,7-6-4224,7-6-4225,7-6-4226,7-6-4227,7-6-4228,7-6-4229,7-6-4230, 7-6-4231, 7-6-4233,
7-6-4235, 7-6-4236, 7-6-4238, 7-6-4241, 7-6-4251, 7-8-4252, 7-6-4253, 7-6-4254, AND 7-6-4255,
MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

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

"2-7-503. Financial reports and audits of local government entities ~—axseption. (1) The governing
body or managing or executive officer of a local government entity, other than a school district or
associated cooperative, shall ensure that a financial report is made every 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 farm prescribed by the department, and be completed within 4 6 months of
the end of the reporting period. The local government entity shall submit the financial report to the
department far review.

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

{3} {a) The governing body or managing or executive officer of each local government entity

receiving revenue or financial assistance in the period covered by the financial report in excess of $200,000
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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 fiscatl years. The audit must cormmence within 9 months from
the close of the {ast 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 body 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 public instruction, cause a financial review, as defined by department rule, to be
conducted of the financial statements of the entity for the preceding fiscal year.

(4) An audit conducted in accordance with this part is in lieu of any financial or financial and
compliance audit of an individual financial assistance program that a local government is required to
conduct under any other state or federal law or regulation. If an audit conducted pursuant to this part
provides a state agency with the information it requires o 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.

{5) In addition to the audits required by this section, the department may at any time conduct or
contract for a special audit or review of the affairs of any local government entity referred to in this part.
The special audit or review must, to the extent practicable, build upon audits performed pursuant to this
part.

(6) The fee for 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.

(7) SUBSECTIONS (1) THROUGH {3} DO NOT APPLY TC A LOCAL GOVERNMENT ENTITY THAT

HAS ADOPTED THE ALTERNATIVE ACCOUNTING METHCOD PRCVIDED FOR IN TITLE 7, CHAPTER 6,

PART 6.
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Section 2. Section 7-8-4104, MCA, is amended to read:

"7-6-4104. Duties of sity treasurer relating to finances -—exception -- EXCEPTION. It is the duty
of the sity treasurer:

(1) to receive all money that comes to the sity municipality, either from taxation or otherwise, and

to pay the eame money out on the warrant of the mayor, countersigned by the clerk or finance officer,

drawn in accordance with law;

(2) to give every person paying money to the treasurer a receipt, specifying the date of payment,
the amount, and for what paid;

(3) ta pay out, in the order registered, all warrants presented for payment, when there are funds
in the treasury 1o pay the same.

(4} THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR N TITLE 7, CHAPTER 6, PART 8.

NEW SECTION. Section 3. Role of department of commerce. (1} The department of commerce

shall prescribe for all municipalities:

{a) general methods and details of accounting as provided in 2-7-504;

(b) uniform internal and interim reporting systems as provided in 2-7-503;

{c) annual financial report forms as provided in 2-7-503; and

{d} general methods and details of accounting for the annual financial report as provided in
2-7-513.

{2) Municipalities shall file with the department of commerce:

{al an annual financial report within 6 months of the fiscal yearend; and

(b} an audit report within 8 12 months of the end of the audited period.

(3) The audit report must be accepted in lieu of the annual financial report if it contains, at a
minimum, the municipality's general purpose financial statements and combining and individual fund and
account group statements.
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{4) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHGOD PROVIDED FOR IN TITLE 7, CHAPTER &, PART 6.

NEW SECTION. Section 4. Additional records and reports. (1) The chief executive or governing

body of a municipality may require other elected or appointed officials to:

{a) maintain financial records; |

{b) perform financial recanciliations; and

{c) submit financial reports.

{2) The treasurer shall:

{a) serve as the custodian of all public money;

{b) install and have supervision over the financial accounts of all departments and cffices of the
municipality; and

(c) require daily departmental reports of money receipts and their disposition on forms that the
treasurer prescribes.

(3} THIS _SECTION DCOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

Section 5. Section 7-6-4121, MCA, is amended to read:

"7-6-4121. Authorization to conduct municipal business on a cash basis. (1) la-case If the total
indebtedness of a city or town has reached 17% of the total taxable value of the property of the city or
town subject to taxation, as ascertained by the last assessment for state and county taxes, the city or town
may conduct its affairs and business on a cash basis as provided by subsection (2).

(2) {a) Whenever a city or town is conducting its business affairs on a cash basis, the reasonable
and necessary current expenses of the city or town may be paid out of the cash in the city ar town treasury
and derived from its current revenue, under any restrictions and regulations as the city or town ceuneil
doverning body may by ordinance prescribe.

{b) In the event that payment is made in advance, the city or town may require a cash deposit as
collateral security and indemnity, equal in amount to the payment, and may hold the deposit as a special
deposit with the city treasurer or town clerk, in package form, as a pledge for the fulfillment and

performance of the contract or obligation for which the advance is made.
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(c) Before the payment of the current expenses mentioned-abeve described in subsection (2){a},

the city or town council shall first set apart sufficient money to pay the interest upon its legal, valid, and
outstanding bonded indebtedness and any sinking funds provided for and is authorized to pay all valid
claims against funds raised by tax especially authorized by law for the purpose of paying the clairns.,

{3} THIS SECTION DOES NOT APPLY TO A CITY OR TOWN THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER &, PART 6.

Section 6. Section 7-6-4123, MCA, is amended to read:

"7-6-4123. Procedure to transfer municipal funds. Ne-merey Maney may not smust be transferred

from one fund to another except by erdirance-er resolution of the esunei governing body unless previously

authorized by budget resolution or as prescribed by 7-6-4124."

Section 7. Section 7-6-4124, MCA, is amended to read:

"7-6-4124. Procedure to c¢lose inactive accounts. {H{1) Whenever the esunsi governing body
of any city or town havirg-a-corporate-existenca-in-this—state considers it necessary to remove inactive
accounts from its records when the accounts do not have any further purpose, it is lawful for the ceureH
govetning body to direct the proper city or town officials to file claims against the respective inactive funds

in favor of the general fund of the city or town, after which the seewhelt governing body shall allow the

claims and cause the inactive funds to be closed and not continued in the record of active funds.

{2} THIS SECTION DOES NOT APPLY TO A CITY OR TOWN THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.
l I H | I E H I I z' ] 6, $ e.u

Section B. Section 7-6-4134, MCA, is amended to read:

"7-6-4134. Capital improvement program fund. An amount not to exceed 8% 10% of the money
received from and-as-a-part-of-the-aforesaid an all-purpose levy provided for in 7-6-4452 may be placed
ir a separate fund, known as the capital improvement program fund, te-be-earmrarked-forthereplacemant

[:Lc islative
- Services - -
L, Djvision 17 HB 508



55th Legistature HBQ0508.03

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

years-or-mere; 10 BE EARMARKED FOR THE REPLACEMENT, IMPROVEMENT, AND ACQUISITION QF

PROPERTY, FACILITIES, OR EQUIPMENT, provided that a capital improvement program has been formally

adopted by resolution of the city or town erdiranese governing body."

Section 9. Section 7-6-413b, MCA, is amended to read.:
"7-6-4135. Investment of money in capital improvement program fund. The money held in the

capital improvement program fund must, whenever possible, be invested in-savirgs—ortima-depesits—ira

States-geverament pursuant to Title 7, chapter 6, part 42 2, and all interest must be credited to the fund

Section 10. Section 7-6-4202, MCA, is amended to read:
"7-6-4202. Definitions. As used in this part, the following definitions apply:

(1) Theterm—clork—maans-the-clerk-ofthe-eity "Chief executive” means the elected executive in

a_qgovernment adopting the commission-executive form, the manager in_a government adopnting the

commission-manager form, the presiding officer in a government adopting the commission-presiding officer

form, the town presiding officer in a government adopting the town meeting form, the commission acting

" as a body in a government adopting the commission form, or the officer or officers so designated in the

charter in a government adopting a charter.

(2} Fhe-terrr—eauhci—mreans-the—oiy-sounci-orsity-commission "Finance officer” means the
elected or appointed finance director, clerk, treasurer, or clerk-treasurer who has been delegated budget

and accounting responsibilities.

-sity "Governing body" means

the municipal council or commission.

(4) The—term-treasurer-maans—the-city—treasurer "Municipality” means an incorporated city or

town,

(6] "Working capital” means the current assets of a fund less the cyrrent liabilities and designated

reserves of a fund.”
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Section 11. Section 7-6-4205, MCA, is amended to read:

"7-6-4205. Budget and levies to be supplied to Role-ef department of commerce. (1] The finance

officer shail, not later than Octaber 1, forward a complete copy of the final budget together with tax levies

to the department of commerce.

(2) The finance officer shall use standard forms prescribed by the department of commerce or shall

use an alternative budget format acceptable to the department of commerce. Fho-department-of-commarce

{3) THIS SECTION DOES NOT APPLY TO A CITY OR TOWN THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6."

NEW SECTION. Section 12. Appropriation power. A governing body may appropriate money and

provide for the payment of the debts and expenses of the municipality.

NEW SECTION. Section 13. Appropriation requirement. (1) Money, other than payments from
agency funds, may not be drawn from the treasury of a municipaﬁty-, and an obligation for the expenditure
of money may not be incurred, except pursuant to an appropriation. The governing body may delegate,
in its annual appropriation resolution, appropriation authority to the chief executive officer for the
expenditure of funds from any or all of the following:

+13{A) debt service funds;

2MB) enterprise funds;

{34C) internal service funds;

44D trust funds;

=
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B}(E) federal, state, and private grants accepted and approved by the governing body;

{B}(F) special assessments; and

4(G) donations.

(2) THIS SECTION DCES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR [N TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 14. Manner of making payment for judgments against municipalities. {1}
On receipt of the certificate of a justice of the peace or the clerk of the court in which any judgment is
rendered, showing the amount of a judgment against a municipality and the date of its entry, the governing
body shall direct that the amount of the judgment be paid from the general fund if there is sufficient money
in the general fund to pay the judgement, exclusive of the appropriations for the current fiscal year.

(2) The governing body shall at the proper times levy and cause to be collected a tax on all the
property of the municipality for the payment of the judgment within a period of 3 years from its
presentation if there is not sufficient money, as provided in subsection (1), in the general fund to pay the
judgment.

(3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 15. Preliminary annual qygating budget. (1) The finance officer shall

prepare, under the direction ol the chief executive, a p,_ggliminary annual operating budget for the
municipality. The finance officer shall use standard forms prescribed by the department of commerce or
an alternative budget format acceptable to the department of commerce.

(2) The preliminary annua! operating budget for each fund must include, at a minimum:

(a} alisting of all revenue and other resources for the pfior year, current year budget, and proposed
budget year. Revenue and other resources must be summariged into the following categories: taxes; special
assessment principal; special assessment interest; licenses and parmits; intergovernmental revenue; charges
for services, fines, and forfeitures; interest on investments, other revenue, and operating transfers in.

(b) alisting of all expenditures for the prior year, current year budget, and proposed budget year.
All expenditures must be classified under one of the foliowing categories: salaries and wages, operation

and maintenance, capital outlay, debt service, or transfers out.
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(c) aprojection of changes in fund balances or cash balances available for governmental fund types
and a projection of changes in cash balances and working capital for proprietary fund types. This projection
must be supported by a summary for each fund or group of funds listing the estimated beginning balance,
plus estimated revenue, less proposed expenditures, cash reserves, and estimated ending balances.

(d) a detailed list of proposed capital expenditures and a list of proposed major capital projects for
the budget year;

(e} financial data on current and future debt obligations;

{(f} schedules or summary tables of personnel or position counts for the prior year, current year,
and budget year. The budgeted amounts for personnel services must be supported by a listing of positions,
salaries, and benefits for ali positions of the municipality. The listing of positions, salaries, and benefits is
not required to be part of the budget document.

(g} all other estimates that fall under the purview of the budget.

{3} The preliminary annual operating budget for each fund for which the municipality will levy an
ad valorem tax must include the amount to be raised by taxation, the taxable value, and the number of mills
1o be levied.

{4) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 16. Determination of fund requirements to be met by tax levy. (1)

Following the determinations required by [section 48 15], the governing body shall determine the amount
to be raised for each fund for which a tax levy is to be made by adding the cash balance in excess of
outstanding unpaid warrants at the close of the preceding fiscal year and the amount of the estimated
revenues, if any, to accrue to the fund during the current fiscal year. It shall then deduct the total amount
obtained from the total amount of the appropriations and authorized expenditures from the fund as
determined by the governing body in the budget adopted and approved. The amount remaining is the
amoaunt necessary to be raised for any fund by tax levy during the current fiscal year.

(2) The governing body may add to the amount necessary to be raised for any fund by tax levy
during the current fiscal year an additional amount as a reserve to meet expenditures to be made from the
fund during the months of July to November of the next fiscal year. The undesignated amount held as a
reserve may not exceed one-half of the total amount appropriated and authorized to be spent from the fund

(Legislative
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during the current fiscal year, after deducting from the amount of the appropriations and authorized
expenditures the total amount appropriated and authorized to be spent for election expenses and payment
of emergency and other outstanding warrants.

{3) The total amount to be raised by tax levy for any fund during the current fiscal year, including
the amount of the reserve, may not exceed the total amount that may be raised for the fund by a tax levy
that does not exceed the maximum levy permitted by law to be made for the fund.

(4) THIS SECTICN DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAFTER 6, PART 6.

NEW SECTION. Section 17. Preliminary annual operating budget to be balanced. The preliminary

annual operating budget may not include appropriations in excess of the projected beginning balance of a

fund plus the estimated revenue of the fund for the year. THIS SECTION DCES NOT APPLY TQO A

MUNICIPALITY THAT HAS ADOPTED THE ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN

TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 18. Due date for preliminary annual operating budget -- consideration of
budget. (1) The preliminary annual operating budget must be presented by the finance officer to the
governing bady on or before the governing bady’s first meeting in August.

{2} Upon receipt of the preliminary annual operating budget, the governing body shall immediately
consider the budget and make any revisions, reductions, additions, or changes the governing body
considers advisable.

(3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHCOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6,

NEW SECTION. Section 19. Receipt and expenditure of money prior to adoption of final budget.
A municipality may receive and expend money between July 1 of the fiscal year and the effective date of

the resolution adopting a final municipal budget. THIS SECTION DOES NOT APPLY TO A MUNICIPALITY

THAT HAS ADOPTED THE ALTERNATIVE ACCQUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER
6, PART 6.

'
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NEW SECTION. Section 20. Notice of preliminary municipal budget. (1) The governing body shall
cause a notice to be published stating that:

(a) the governing body has completed its preliminary municipal budget for the ensuing fiscat year;

(b} the budget has been placed on file and is open to inspection in the office of the finance officer
of the municipality;

{c) the governing body will meet for the purpose of approving a final budget and making
appropriations, designating the date, time, and place of the meeting; and

{d) any taxpayer or resident may appear at the meeting and be heard for or against any part of the
proposed budget.

{2) The publication requirements must conform to the provisiens of 7-1-4127,

(3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTEH 6, PART 6.

NEW SECTION, Section 21. Hearing on proposed municipal budget. {1} Priar to the adoption of

the final municipal budget, the governing body shall meet at the time and place designated in the notice

provided in [section 46 20], at which time any taxpayer or resident may appear and be heard for or against

any part of the budget. The governing body may call in the official in charge of an office, department,

service, or institution at the time the estimates for the official’s office, department, service, or institution
are under consideration for examination concerning the estimates. The official must be called in by the
governing body, upon the request of a taxpayer or resident, for questioning upon the estimates by the
governing body, taxpayer, or resident.

(2) The hearing may be continued from day to day and must be concluded and the budget finally
approved and adopted by resolution on or before the second Monday in August.

{3} THIS SECTION DOES_NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 22. Final muhicipal budget -- approval and adoption -- appropriations. (1}

Following the public hearing and after taking into consideration any public comment, the governing body
may amend the preliminary municipal budget. The preliminary municipal budget must be updated by the

finance officer, reflecting any changes made by the governing body. The amended preliminary municipal
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budget, as approved by the governing body, constitutes the final budget of the municipality far the fiscal
year that it is intended to cover. The governing body shall then pass a resolution for the fiscal year
adopting the final municipal budget and authorizing appropriations.

{2) The resolution must authorize appropriations of enough money to defray the expenses or
liahilities of the municipality for the fiscal year. The level of detail in the resolution establishes the legal
spending limits of the municipality. The effective date of the resclution is the first day of the fiscal year.

(3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHCD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 23. Limitation of expenditures. Except as pravided in {section 47 22],

the governing body and each municipal official are limited to the amount af appropriations and by the
classifications in the annual appropriation resolution provided for in [section 4Z 22] when making

expenditures or incurring liabilities.
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Section 24. Section 7-6-4234, MCA, is amended to read:
"7-6-4234, Effect of exceeding budget appropriations -- personal liability. {4 Expenditures made-

or liabilities incurred—er—warrante—+e6ued in excess of any ef-the-detailed-budgetappropriatiens specific

appropriation contained in the annual appropriation resolution provided for in [section 47 221, as originally
determined or as thereatter revised by-transforasprovided-inthis—part, shall are not be a liahility of the

municipality, but the afficial making or incurring such-expendiuro-arissuing-such—warrant shal-bs the
obligation is liable therefor for the obligation personally and upon kis—efficial the official’'s bond. The

subsequent claims approval process may not be considered making or incurring an obligation.

NEW SECTION. Section 25. Budget amendment procedure. (1) The governing body or the chief

executive authorized in the annual appropriation resolution may transfer any part of an unencumbered
balance of an appropriation to a purpose or object for which the appropriation for the current year is
insufficient or may authorize a transfer to be made between items appropriated within the same fund.

{2} The governing bady may delegate, in its annual appropriation resolution, budget amendment
authority 1o the chief executive for the expenditure of funds from any or ail of the following: debt service
funds, enterprise funds, internal service funds, trust funds, federal and state grants accepted and approved
by the governing body, special assessments, and donations.’

{3) Any accruing revenue of the municipality not appropriated as provided in this part and any
balance at any time remaining after the purpose of an appropriation has been satisfied or abandoned may
from time to time be appropriated to other uses that do not conflict with any uses for which specifically

the revenue accrued. A public hearing is required for an overall increase in appropriation authority, except

Legislative
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in the case of an emergency under Title 10, chapter 3.

{4) THIS SECTION DOES NOT APPLY TG A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

Section 26. Section 7-6-4237, MCA, is amended to read:
"7-6-4237. Use of bond proceeds and borrowed money. (1) Money received from borrowing shall
may not be used for re-sther a purpose other than that for which borrowed, except that if any surplus

remains after the accompiishment of the purpose for which borrowed, it shall must be used to redeem the

municipal debt.

£332) The authorization of a bond issue by the electors or by the governing body of the-eity a

municipality where an election is not requifed shall-eonstitute constitutes an appropriation of the bond
proceeds to the purpose for which the bonds are authorized, whether or not sush the purpose is included
in a budget previously adopted, but pre warrants ehall may not be drawn, expenditures made, or obligations
incurred in excess of sweh the appropriation except pursuant to an additional appropriation included in a

regularly adopted'budget."

Section 27. Section 7-6-4240, MCA, is amended to read:

"7-6-4240. Lapse of appropriation. H—Subjectto-the—provisiens—ofsubsection—{2—all

a1} The appropriation accounts must remain open for a period of 39 60 days after the end

ot the fiscal year for the payment of claims incurred against the appropriations prior to the close of the
fiscal year and remaining unpaid. After the 38-day 6§0-day period has expired, all appropriations, except as
otherwise provided regarding-urcempleted-improvements, become null and void, and any lawful claim

presented against any apprapriation after the expiration of the 60-day period must be provided for in the

ensuing budget.
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{2} At the close of each fiscal year, the unencumbered balance of each appropriation must revert

to the respective fund from which it was appropriated and is subject to future appropriations unless the

governing body authorizes the unencumbered balance of capjtal outlay appropriations to be reappropriated

for the ensuing fiscal vear.

{3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6."

NEW SECTICN. Section 28. Emergency expenditures. (1) All emergency expenditures must be

charged to the emergency budget appropriations adopted by A THREE-FOURTHS MAJORITY OF THE

MEMBERS PRESENT AT A MEETING OF a governing body.

(2) Emergency expenditures may be made by the issuance of checks or warrants drawn on the
municipal treasury, The municipality is authorized and directed to pay the checks or warrants with any
money available for that purpose. f at any time there is insufficient money available to pay the emergency
expenditures, then emergency warrants must be issued and registered, must bear interest, and must be
called for payment in the manner provided by iaw for other municipal warrants.

(3} The finance officer shall include in the preliminary annual operating budget to be submitted to
the governing body the total amount of emergency warrants issued during the preceding fiscal year that
remain unpaid. Subject to the provisions of this section, the governing body shall, in the tax levies, include
a levy for each fund sufficient to raise an amount equal to the total amount of any emergency warrants
remaining unpaid at the close of the preceding fiscal year because of insufficient money in the fund to pay
the warrants.

(4) (a) A levy may not be made for any fund in excess of the levy authorized by law to‘be made
for the fund.

(b} The governing body may submit the question of funding the emergency warrants at an election
as provided by law. |f possible, the election must be held in conjunction with a regular or primary election.
If at the election issuing of funding bonds is authorized, it is not necessary for any levy to be made for the
purpose of paying the emergency warrants.

(5) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART &.
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NEW SECTION, Section 29. Repealer. Sections 7-3-4371, 7-3-4372, 7-3-4373, 2-6-601+7-5-802;
7-6-803,7-6-804- 7-6-4102, 7-6-4103, 7-6-4105, 7-6-4106, 7-6-4107, 7-6-4108, 7-6-4109, 7-6-4110,
7-6-4111,7-6-4112,7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,
7-6-4221,7-6-4222,7-6-4223,7-6-4224,7-6-4225,7-6-4226,7-6-4227,7-6-4228,7-6-4229,7-6-4230,
7-6-4231,7-6-4233,7-6-4235,7-6-4236,7-6-4239,7-6-4241,7-6-4251,7-6-4252,7-6-42583, 7-6-4 254,
and 7-6-4255, MCA, are repealed.

NEW SECTION. Section 30. Codification instruction. (1) [Sections 2#-and-28 3_AND 4] are

intended to be codified as an integral part of Title 7, chapter 6, part 41, and the provisions of Title 7,
chapter 6, part 41, apply to [sections 27ard-28 3 AND 4].

(2} [Sections 31-threugh-44-49-b1—and 64 12 THROUGH 23, 25, AND 28] are intended to be
codified as an integral part of Title 7, chapter 6, part 42, and the provisions of Title 7, chapter 6, part 42,
apply to [sections 37-through-47—48-61—ard-b4 12 THROUGH 23, 25, AND 28).

NEW SECTION. Section 31. Applicability. [This act] applies to municipal budgeting procedures

commencing on July 1, 1997,

NEW SECTION. Section 32. Effective date. {This act] is effective on passage and approval.

-END-
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HOUSE BILL NO. 508
INTRODUCED BY DEVANEY, HERTEL

A BILL FORAN ACT ENTITLED: "AN ACT GENERALLY REVISING MUNICIPAL BUDGET LAWS; AMENDING
SECTIONS 2-7-503, 2-7-604;-2-7-543—76-2111-71-6-2112 762202, 7 622037162234 71-6-2213;
1-6-2321,7-6-2324-7-6-23256.7-6-2330-7-6-233/6-2626, 7-6-4104,7-6-4121,7-6-4123,7-6-4124,
7-6-4134, 7-6-4135, 7-6-4202, 7-68-4203; 7-6-4205, 7-6-4232; 7-6-4234, 7-6-4237, AND 7-6-4240Q,
MCA; REPEALING SECTIONS 7-3-4371, 7-3-4372, 7-3-4373, 680+ /6-602—71-6-603—7-6-604-
7-6-4102,7-6-4103,7-6-4105,7-6-4106, 7-6-4107,7-6-4108,7-6-4109,7-6-4110,7-6-4111,7-6-4112,
7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133,7-6-4204,7-6-4221,7-6-4222,
7-6-4223,7-6-4224,7-6-4225,7-6-4226,7-6-4227,7-6-4228,7-6-4229,7-6-4230,7-6-4231,7-6-4233,
7-6-4235, 7-6-4236, 7-6-4239, 7-8-4241, 7-6-4251, 7-6-4252, 7-6-4253, 7-6-4254, AND 7-6-4255,
MCA: AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

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

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

"2-7-503. Financial reports and audits of local government entities —exceptien, (1) The governing
body or managing or executive officer of a local government entity, other than a school district or
associated cooperative, shall ensure that a financial report is made every 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 completed within 4 8 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 reporting system for ali local government entities
subject to financial reporting requirements, other than school districts. The superintandent of public
instruction shall prescribe the reporting requirements for school districts,

(3} {a) The governing body or managing or executive officer of each local government entity

receiving revenue or financial assistance in the period covered by the financial report in excess of $200,000
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or tederal 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 commence 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 body 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 years, 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 pubiic instruction, cause a financial review, as defined by department rule, to be
conducted of the financial statements of the entity for the preceding fiscal year.

{4) An audit conducted in accordance with this part is in lieu of any financial or financial and
compliance audit of an individual financial assistance program that a local government is required to
conduct under any other state or federal law or regulation. If an audit conducted pursuant to this part
provides a state agency with the information it requires to carry out its responsibilities under state or federal
law ar reguiation, the state agency shall rely upon and use that information to pian 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
contract for a special audit or review af the affairs of any focal government entity referred to in this part.
The speciai audit or review must, to the extent practicable, build upon avdits performed pursuant to this
part.

(6} The fee for the special audit or review must be a charge based upon the costs incurred by the
department in relatian 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.

{7) SUBSECTIONS (1) THROUGH (3) DO NOT APPLY TO A LOCAL GOVERNMENT ENTITY fHAT

_HAS ADOPTED THE ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6,

PART 8.

(Legislative
ervices - -
\lelsion 2 HB 508



55th Legislature HBO508.03

5, Services -3- HB 508



55th Legislature HBO508.03

q. islative

", Djvision -4 HB 508



55th Legislature HB0508.03

\? ervices -5 - HB 508



55th Legislature HBO508.03

C ©W @ O~ OO h W N -

Y

11

Legislative
ervices -8 -
) ﬂvisian

HB 508



55th Legislature HBO508.03

22
23
24
25
26
27
28
29
30

~, Services -7 - HB 508
) ijmau



56th Legisiature HB0508.03

-—

O W o N " AW N

Q_ isgative
Y -RB-
,\@vﬁ;" 8 HB 508



55th Legislature HBO508.03

{L islative

\Services -9- HB 508
Y, ijumn



56th Legislature HBO508.03

Legisiative
\\iﬂ'm -10 - HB 508

Division



55th Legislature HB0O508.03

~ ;U B 2

[ BN T TR o o]

{ Legislative

\ Services -11 - HB 508
5 ij'slon



55th Legislature HBO508.03

' SRR 7o JRNEE = » SRR N R o ) BN © ) IS SN % N % T

NN NN RN NN s a e e 2 S
8wm\lmm&wwdowmwmm-ﬁwm—*

( Legislative
@iF io -12- HB 508
Division



55th Legislature ’ HBO508.03

—h

= WwN

[ Legislative
ervices -13 - HB 508

’\ijision



55th Legislature HB0508.03

[ Legislative

iyl -14- HB 508



55th Legislature HBO508.03

[ J—

[ B e B+ o B N 2 T & R SN o

Ny =4 i & a3 a3 a3 e
C W M o ~N DY kW N =

21
22
23
24
25
26
27
28
29
30

Saction 2. Section 7-6-4104, MCA, is amended to read:

"7-6-4104. Duties of eity treasurer relating to finances —exception -- EXCEPTION. It is the duty
of the ety treasurer:

(1) to receive all money that comes to the sity municipality, either from taxation or otherwise, and

to pay the same money out on the warrant of the mayor, countersigned by the clerk or finance officer,

drawn in accordance with law;

{2} to give every perscn paying money to the treasurer a receipt, specifying the date of payment,
the amount, and for what paid; .

{3} to pay cut, in the order registered, all warrants presented for payment, when there are funds
in the treasury to pay the same,

(4] THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 3. Role of department of commerce. (1) The department of commerce

shall prescribe for all municipalities:
{a} general methods and details of accounting as provided in 2-7-504;
{b) uniform internal and interim reporting systems as provided in 2-7-503;
{c} annual financial report forms as provided in 2-7-503; and

({d) general methods and details of accounting for the annual financial report as provided in

{2} Municipalities shall file with the department of commerce:

{a) an annual financial report within 6 months of the fiscal yearand; and

(b} an audit report within & 12 months of the end of the audited period.

{3} The audit report must be accepted in lieu of the annual financial report if it contains, at a
minimum, the municipality’s general purpose financial statements and combining and individual fund and

account group statements.
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(4)  THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW_SECTION. Section 4. Additional records and reports. (1) The chief executive or governing
body of a municipality may require other elected or appointed officials to:

{al maintain financial records;

{b) perform financial reconciliations; and

{c) submit financial reports.

{2) The treasurer shall:

{a) serve as the custodian of all public money;

(b} install and have supervision over the financiat accounts of all departments and offices of the
municipality; and

{c} require daily departmental reports of money receipts and their disposition on forms that the
treasurer prescribes.

{3), THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE
ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER &, PART 6.

Section 5. Section 7-6-4121, MCA, is amended to read:

"7-6-4121. Authorization to conduct municipal business on a cash basis. {1) la-sase If the total
indebtedness of a city or town has reached 17% of the total taxable value of the property of the city or
town subject to taxation, as ascertained by the last assessment for state and county taxes, the city or town
may conduct its affairs and business on a cash basis as provided by subsection (2],

{2) {a) Whenever a city or town (s conducting its business affairs on a cash basis, the reasonable
and necessary current expenses of the city or town may be paid out of the cash in tha city or town treasury
and derived from its current revenue, under any restrictions and regulations as the city or town ceuned
governing body may by ordinance prescriba,

(b) In the event that payment is made in advance, the city or town may require a cash deposit as
collateral security and indemnity, equal in amount to the payment, and may hold tha deposit as a special
deposit with the city treasurer or town clerk, in package form, as a pledge for the fulfilment and

performance of the contract or obligation for which the advance is made.
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{c) Before the payment of the current expenses mentiorad-above described in subsection {2)(a),

the city or town council shall first set apart sufficient money to pay the interest upon its legal, valid, and
outstanding bonded indebtedness and any sinking funds provided for and is authorized to pay all valid
claims against funds raised by tax especialiy authorized by law for the purpose of paying the claims.

{31 THIS SECTION DOES NOT APPLY TO A CITY OR TOWN THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

Section 6. Section 7-6-4123, MCA, is amended to read:

"7-6-4123. Procedure to transfer municipal funds. Ne-merey Maoney may not sust be transferred

from one fund to another except by erdirance-oF resolution of the sewneH governing body unless previously

authorized by budget resolution or as prescribed by 7-6-4124."

Saction 7. Section 7-6-4124, MCA, is amended to read:

"7-6-4124. Procedure to close inactive accounts. {B(1] Whenever the sounsd governing body
of any city or town having-a-cerporate-axisience-r-this-state considers it necessary to remove inactive
accounts from its records when the accounts do not have any further purpose, it is lawful for the seunsci
governing body to direct the proper city or town officials to file claims against the respective inactive funds

in favor of the general fund of the city ar town, after which the seunsil governing body shall allow the

claims and cause the inactive funds to be closed and not continued in the record of active funds,

{2) THIS SECTION DOES NOT APPLY TQG A CITY OR TOWN THAT HAS ADOPTED THE
ALTERNATIVE ACCOUNTING METHQD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6. '

Section 8. Section 7-6-4134, MCA, is amended to read:

"7-8-4134. Capital improvement program fund. An amount not to exceed 8% 10% of the money
received from and-as—a—part-oithe-aforesaid an all-purpose levy provided for in 7-6-4452 may be placed
in a separate fund, known as the capital improvement program fund, te-be-sarmarked-for-the-replacemant

(Legisiative
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years—or—mmorer 10 BE EARMARKED FOR THE REPLACEMENT, IMPROVEMENT, AND ACQUISITION OF

PROPERTY, FACILITIES, OR EQUIPMENT, provided that a capital improvement program has been formally

adopted by resolution of the city or town s+diranee governing body."

Section 9. Section 7-6-4135, MCA, is amended to read:
"7-6-4135. [nvestment of money in capital improvement program fund. The money held in the

capital improvement program fund must, whenever possible, be invasted ir-savings-ortirRa-doposie—iaa

States-government pursuant to Title 7. chapter 6, part 42 2, and all interest must be credited to the fund
l M ti |.l|

Section 10. Section 7-6-4202, MCA, is amended to read:
"7-6-4202. Definitions. As used in this part, the following definitions apply:
(1} Fhoterm—"clorkmeans-the-clerk-ofthe-eity "Chief executive” means the elacted executive in

a government adopting the commission-executive form, the manager in_a government adopting the

commission-manager form, the presiding officer in a government adopting the commission-presiding officer

form, the town presiding officer in a government adopting the town meeting form, the commission acting
as a body in a government adopting the commission form, or the officer or officers so designated in the
charter in a government adopting a charter.

(2) Fhe-term—ecounci—mmeoans—the—sity—sounei-orsity-commissien "Finance officer” means the

elected or appointed finance diregtor, clerk, treasurer, or clerk-treasurer who has been delegated budget

and accounting responsibilities.

(3)

he-city "Governing body" means

the municipal council or commission.

{4) The-term—treasurer—meanc—the-city—treasurer "Municipality” means an_incorporated city or

{5) "Working capital” means the current assets of a fund less the current liabilities and designated

reserves of a fund.”

(L jr.:rliaﬁ”
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Section 11. Section 7-6-4205, MCA, is amended to read:

"7-6-4205. Budget and levies to be supptied to Rele-of department of commerce. (1} The finance

officer shail, net later than October 1, forward a complete copy of the final budget together with tax levies

to the department of commerce.

{2) The finance officer shall use standard forms prescribed by the department of commerce or shall

use an alternative budget format acceptable to the department of commerce. Tho-department-ofcommercs

(3) THIS SECTION DOES NOT APPLY TC A CITY OR TOWN THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6."

NEW SECTION. Section 12. Appropriation power. A governing body may appropriate money and

pravide for the payment of the debts and expenses of the municipality.

NEW SECTION. Section 13. Appropriation requirement. (1) Money, other than payments from

agency funds, may not be drawn from the treasury of a municipality, and an obligation for the expenditure
of money may not be incurred, except pursuant to an appropriation. The governing body may delegate,
in its annual appropriation resclution, appropriation authority to the chief executive officer far the
expenditure of funds from any or all of the following:

{H{A} debt service funds;

+24{B} enterprise funds;

+3HC) internal service funds;

43D} trust funds;

U Lepisiative
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{B}E) federal, state, and private grants accepted and approved by the governing body;

{6}(F] special assessments; and

£4{G) donations.

(2) THIS SECTION DOES NOT APPLY _TO A MUNICIPALITY THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR !N TITLE 7, CHAPTER B8, PART 6,

NEW SECTION. Section 14. Manner of making payment for judgments against municipalities. (1)
On receipt of the certificate of a justice of the peace or the clerk of the court in which any judgment is
rendered, showing the amount of a judgment against a municipality and the date of its entry, the governing
body shali direct that the amount of the judgment be paid from the general fund if there is sufficient money
in the general fund to pay the judgement, exclusive of the appropriations for the current fiscal year.

{2) The governing body shall at the proper times levy and cause to be collected a tax on all the
property of the municipality for the payment of the judgment within a period of 3 years from its
presentation if there is not sufficient monsey, as provided in subsection {1), in tha general fund to pay the
judgment.

{3} THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE
ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 15. Preliminary annual operating budget. (1) The finance officer shall

prepare, under the direction of the chief executive, a preliminary annual operating budget for the
municipality. The finance officer shall use standard forms prescribed by the department of commerce or
an alternative budget format acceptable to the department of commerce.

{2) The preliminary annual operating budget for each fund must include, at a minimum:

{a) alisting of all revenue and other resources for the prior year, current year budget, and proposed
budget year. Ravanue and other resources must be summarized inta the following categories: taxes; special
assessment principal; special assessmentinterest; licenses and permits; intergovernmental revenue; charges
for services, fines, and forfeitures; interest on investments, other revenue, and operating transfers in.

(b} alisting of all expenditures for the prior year, current year budget, and proposed budget year.
All expenditures must be classified under one of the following categories: salaries and wages, operation

and maintenance, capital outlay, debt service, or transfers out.
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\@”‘g‘? -20- HB 508
1on



55th Legisiature HBO508.03

- N =

o

o w0 N,

11

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(c) aprojection of changes in fund balances or cash balances available for governmental fund types
and a projection of changes in cash balances and working capital for proprietary fund types. This projection
must be supported by a summary far each fund or group of funds listing the estimated beginning balfance,
plus estimated revenue, less proposed expenditures, cash reserves, and estimated ending balances.

{d) adetailed list of proposed capital expenditures and a list of proposed major capital projects for
the budget year;

(] financial data on current and future debt obligations;

(f) schedules or summary tables of personnel or position counts for the prior year, current year,
and budget year. The budgeted amounts for personnel services must be supported by a listing of positions,
salaries, and benefits for all positions of the municipality. The listing of positions, salaries, and benefits is
not required to be part of the budget document,

(gl all other estimates that falt under the purview of the budget.

{3} The preliminary annual operating budget for each fund for which the municipality will levy an
ad valorem tax must include the amount to be raised by taxation, the taxable value, and the number of mills
to be levied.

(4) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 16. Determination of fund requirements to be met by tax levy. (1)

Following the determinations required by [section 48 15], the governing body shall determine the amount
to be raised for each fund for which a tax levy is to be made by adding the cash balance in excess of
outstanding unpaid warrants at the close of the preceding fiscal year and the amount of the estimated
revenues, if any, to accrue to the fund during the current fiscal year. It shall then deduct the total amount
obtained from the total amount of the appropriations and authorized expenditures from the fund as
determined by the governing body in the budget adopted and approved. The amount remaining is the
amount necessary to be raised for any fund by tax fevy during the chrent fiscal year.

(2) The governing body may add to the amount necessary to be raised for any fund by tax levy
during the current fiscal year an additional amount as a reserve to meet expenditures to be made from the
fund during the months of July to November of the next fiscal year. The undesignated amount held as a

reserve may not exceed one-haif of the total amount appropriated and authorized to be spent from the fund

(Legisiative
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during the current fiscai year, after deducting from the amount of the appropriations and authorized
expenditures the total amount appropriated and authorized to be spent for election expenses and payment
of emergency and other ocutstanding warrants.

{3) The total amount to be raised by tax levy for any fund during the current fiscal year, including
the amount of the reserve, may not exceed the total amount that may be raised for the fungd by a tax levy
that does not exceed the maximum levy permitted by law to be made for the fund.

{4} THIS SECTION DOES NOT APPLY TQ A MUNICIPALITY THAT HAS ADQOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Saction 17. Preliminary annual operating budget 1o be balanced. The preliminary
annual operating budget may not include appropriations in excess of the projected beginning baiance of a

fund plus the estimated revenue of the fund for the year. THIS SECTION DOES NOT APPLY TQO A

MUNICIPALITY THAT HAS ADOPTED THE ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR !N

TITLE 7. CHAPTER 6, PART 8.

NEW SECTION. Section 18. Due date for preliminary annual operating budget -- consideration of
budget. (1) The preliminary annual operating budget must be presented by the finance officer to the
governing body on or before the governing body’s first meeting in August.

{2} Upon receipt of the preliminary annual operating budget, the governing body shall immediately
consider the budget and make any revisions, reductions, additions, or changes the governing bady
considers advisable,

{3) THIS SECTION DQOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE
ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 19. Receipt and expenditure of money prior to adoption of final budget.

A municipality may receive and expend money between July 1 of the fiscal year and the effactive date of

the resolution adopting a final municipal budget. THIS SECTION DOES NOT APPLY TO A MUNICIPALITY
THAT HAS ADOPTED THE ALTERNATIVE ACCOUNTING METHOD PROVIDED FORIN TITLE 7, CHAPTER
6, PART 6.
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NEW SECTION. Section 20. Notice of preliminary municipal budget. (1) The governing body shall
cause a notice to be published stating that:

{a) the governing body has completed its preliminary municipal budget for the ensuing fiscal year;

{b) the budget has been piaced on file and is open to inspection in the office of the finance officer
of the municipality;

{c) the governing body will meet for the purpose of approving a final budget and making
appropriations, designating the date, time, and place of the meeting; and

(d) any taxpayer or resident may appear at the meeting and be heard for or against any part of the
proposed budget.

{2) The publication requirements must conform to the provisions of 7-1-4127,

{3)  THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 21. Hearing on prapased municipal budget. (1} Prior to the adoption of
the final municipal budget, the governing body shall meet at the time and place designated in the notice
provided in [section 4B 20], at which time any taxpayer or resident may appear and be heard for or against
any part of the budget. The governing body may call in the official in charge of an office, department,
service,. or institution at the time the estimates for the officiai’s office, department, service, or institution
are under consideration for examination concerning the estimates. The official must be called in by the
governing body, upon the request of a taxpayer or resident, for questioning upon the estimates by the
governing body, taxpayer, or resident.

(2) The hearing may be continued from day to day and must be concluded and the budget finally
approved and adopted by resolution on or before the second Monday in August.

{3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.

NEW SECTION. Section 22. Final municipal budget -- approval and adoption -- appropriations. (1}
Following the public hearing and after taking into consideration any public comment, the governing body
may amend the preliminary municipal budget. The preliminary municipal budget must be updated by the

finance officer, reflecting any changes made by the governing body. The amended preliminary municipal
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budget, as approved by the governing body, constitutes the final budget of the municipality for the fiscal
vear that it is intended to cover. The governing body shall then pass a resolution for the fiscal year
adopting the final municipal budget and authorizing appropriations.

{2} The resolution must authorize appropriations of enough maoney to defray the expenses or
fiabilities of the municipality for the fiscal year. The level of detail in the resolution establishes the legal
spending limits of the municipality. The effective date of the resolution is the first day of the fiscal year.

(3} THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADQPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.
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27 NEW SECTION, Section 23. Limitation of expenditures. Except as provided in {section 47 22,
28 the governing body and each municipal official are limited to the amount of appropriations and by the

29 classifications in the annual appropriation resolution provided for in (section 4% 22] when making

30 -expenditures ar incurring liabilities.
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Section 24. Section 7-6-4234, MCA, is amended to read:
"7-6-4234. Effect of exceeding budget appropriations -- personal liability. ++ Expenditures made-

or liabilities incurred—er—warrante—66w0d in excess of any ef-the—detalled-budgetappreprations specific
appropriation contained in the annual appropriation resclution provided for in {section 42 22], as originally
determined or as thereafter revised by-transfaracprovided-in-this—part, ehall are not be a liability of the
municipality, but the official making or incurring G&eh—e*pendma—er—msumg—sueh—wa#am—aae#-be the

obligation is liable therefor for the obligation personally and upon his—e#fisiat the official’s bond. The

subseguent claims approval process may not be censidered making or incurring an abligation,

NEW SECTION. Section 25. Budget amendment procedure. (1) The governing body or the chief

executive authorized in the annual appropriation resolution may transfer any part of an unencumbered
balance of an appropriation to a purpose or object for which the appropriation for the current year is
insufficient or may authorize a transfer to be made between items appropriatad within the same fund.

(2) The governing body may delegate, in its annual appropriation resolution, budget amendment
authority to the chief executive for the expenditure of funds from any or all of the following: debt service
funds, enterprise funds, internal service funds, trust funds, federal and state grants accepted and approved
by the governing body, special assessments, and donations.

{3) Any accruing revenue of the municipality not appropriated as provided in this part and any
balance at any time remaining after the purpose of an appropriation has been satisfied or abandoned may
from time to time be appropriated to other uses that do not conflict with any uses for which specifically
the revenue accrued. A public hearing is required for an overall increase in appropriation authority, except
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in the case of an emergency under Title 10, chapter 3.

{4) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS AROPTED THE

ALTERNATIVE ACCOUNTING METHOBD PROVIDED FCOR IN TITLE 7, CHAPTER 6, PART 6.

Section 26. Section 7-6-4237, MCA, is amended 10 read:
"7-6-4237. Use of bond proceeds and borrowed money. (1) Money received from borrowing shall

may not be used for re-ether a purpose other than that for which borrowed, except that if any surplus

remains after the accomplishment of the purpose for which borrowed, it ekall must be used to redeem the

municipal debt.

£3}(2) The authorization of a bond issue by the electors or by the governing body of the-—gity a

municipality where an election is not required shall-constitute constitutes an appropriation of the bond
proceeds to the purpose for which the bonds are authorized, whether or not sueh the purpose is included
in a budget previously adoptad, but re warrants ehall may not be drawn, expenditures made, or obligations
incurred in excess of sueh the appropriation except pursuant to an additional appropriation included in a

regularly adopted budget.”

Section 27. Section 7-6-424C, MCA, is amended to read;

"7-6-4240. Lapse of appropriation. {H—Subjest—to—tho—provisions—ol—subsestion—2)—alt

—ta¥1} The appropriation accounts must remain open for a period of 30 60 days after the end

of the fiscal year for the payment of claims incurred against the appropriations prior to the close of the
fiscal year and remaining unpaid. After the 30-day 60-day period has expired, all appropriations, except as
otherwise provided regarding-uncempleted-improvements, become null and void, and any lawful claim
presented against any appropriation after the expiration of the 60-day period must be provided for in the

ensuing budget.
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{2) At the close of each fiscal year, the unencumbered balance of each appropriation must revert

to the respective fund from which it was appropriated and is subject to future appropriations unless the

governing body suthorizes the unencumbered balance of capital outlay appropriations to be reappropriated

for the ensuing fiscal year.

(3) THIS SECTION DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6."

NEW SECTION. Section 28. Emergency expenditures. (1) All emergency expenditures must be

charged to the emergency budget appropriations adepted by A THREE-FOURTHS MAJORITY OF THE

MEMBERS PRESENT AT A MEETING OF a governing body.

(2) Emergency expenditures may be made by the issuance of checks or warrants drawn on the
municipal treasury. The municipality is authorized and directed to pay the checks or warrants with any
maoney available for that purpose. {f at any time there is insufficient money available to pay the emergency
expenditures, then emergency warrants must be issued and registered, must bear interest, and must be
called for payment in the manner provided by law for other municipal warrants.

{3) The finance officer shall inciude in the preliminary annual operating budget to be submitted to
the governing body the tatal amount of emergency warrants issued during the preceding fiscal year that
remain unpaid. Subiect to the provisions of this section, the governing bady shall, in the tax levies, include
a levy for each fund sufficient to raise an amount equal to the total amount of any emergency warrants
remaining unpaid at the close of the preceding fiscal year because of insufficient money in the fund to pay
the warrants.

(4) (a} A levy may not be made for any fund in excess of the levy authorized by law to be made
for the fund.

(b} The governing body may submit the question of funding the emergency warrants at an election
as provided by law. If possible, the election must be held in conjunctian with a regular or primary election.
If at the election issuing of funding bonds is authorized, it is not necessary for any levy to be made for the
purpose of paying the emergency warrants.

(5] THIS SECTIGN DOES NOT APPLY TO A MUNICIPALITY THAT HAS ADOPTED THE

ALTERNATIVE ACCOUNTING METHOD PROVIDED FOR IN TITLE 7, CHAPTER 6, PART 6.
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NEW SECTION. Section 29. Repealer, Sections 7-3-4371,7-3-4372,7-3-4373, 7-6-604,7-6-602
7-6-603,71-5-604; 7-6-4102, 7-6-4103, 7-6-4105, 7-6-4106, 7-6-4107, 7-6-4108, 7-6-4109, 7-6-4110,
7-6-4111,7-6-4112,7-6-4113,7-6-4119,7-6-4120,7-6-4122,7-6-4131,7-6-4132,7-6-4133, 7-6-4204,
7-6-4221,7-6-4222,7-6-4223,7-6-4224,7-6-4225, 7-6-4226, 7-6-4227,7-6-4228,7-6-4229,7-6-4230,
7-6-4231,7-6-4233,7-6-4235,7-6-4236,7-6-4239, 7-6-4241,7-6-4251,7-8-4252,7-6-4253,7-6-4254,
and 7-6-4255, MCA, are repealed.

NEW SECTION. Section 30. Codification instruction. (1} [Sections 27-and—28 3 AND 4] are

intended to be codified as an integral part of Title 7, chapter 6, part 41, and the provisions of Title 7,
chapter 6, part 41, apply to [secﬁons 2—1—and—2-8 3 AND 4.

{2) [Sections 31through-47 48,61 —and -84 12 THROUGH 23, 25, AND 28] are intended to be
codified as an integral part of Title 7, chapter 6, part 42, and the provisforns of Title 7, chapter 6, part 42,
apply to [sections 37+through-4748-63and-B4 12 THROUGH 23, 25, AND 28].

NEW SECTION. Section 31. Applicability. [This act) applies to municipal budgeting procedures

commencing on July 1, 1997,

‘NEW SECTION, Section 32. Effactive date. (This act] is effective on passage and approval.
| -END-
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