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A Bill for an Act entitled: "An Act generally revising school

finance | aws by increasing funding, reducing school district
property taxes and increasing flexibility to support inproved
academ c performance of students enrolled in public schools;
creating a K-12 data task force; establishing a data for

achi evenent paynent; redirecting oil and natural gas production
tax revenue fromthe state general fund designated as a new
natural resource devel opnent K-12 fundi ng paynent to support base
budgets of school districts; enhancing the statew de K-12 data
systemto inprove tinmely access to informati on needed to
positively inpact student performance; anending the definition of
BASE aid to include the natural resource devel opnment K-12 funding
paynent; applying an inflationary adjustnent to the per-ANB
entitlement; revising and increasing the basic entitlenent;

al l ow ng school districts to add increases in their basic and per
ANB entitlenment to the previous year’s general fund budget;
revising and creating exceptions to the limts, allocation and
budgeting requirenments for a school district receiving oil and
natural gas production tax revenue; providing that any excess
interest and income revenue above $1 million nust be allocated to
t he guarantee account and bal ancing the distribution of such
revenue between school district property tax relied and increased

budget authority for facilities repairs and ot her purposes;
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adding a third enroll nent count to calculate ANB; revising the
cal culation of ANB to include students mastering content in fewer
hours than otherw se required; aligning the requirenent of
removi ng funding for a school |osing accreditation with the board
of public education s bl ended accreditation nodel; revising when
an increase to ANB is approved based on unusual enrollnment for
pur poses of establishing the district's ensuing year's basic
entitlement and its per-ANB entitlenent; extending the deadline
for certain school district fund balance |imts; anendi ng bondi ng
provisions to allow for the issuance and negotiation of oil and
natural gas revenue bonds for school purposes; providing for
security for oil and natural gas production bonds; nodifying
recipients of the state oil and natural gas inpact account;
specifying an intent that increased budget authority of school
districts above inflation be used to inplenent recent changes to
the accreditation standards adopted by the Board of Public
Educati on; anendi ng sections 15-36-331, 20-7-104, 20-9-306, 20-9-
308, 20-9-310, 20-9-311, 20-9-314, 20-9-323, 20-9-342, 20-9-344,
20-9- 403, 20-9-406, 20-9-408, 20-9-422, 20-9-423, 20-9-426, 20-09-
427, 20-9-430, 20-9-437, 20-9-440, 20-9-517, 20-9-518, and 20-9-
622, MCA;, anendi ng Section 29, Chapter 418, Laws of 2011
provi ding codification instructions; providing effective dates;

and providing a retroactive applicability date."

Be it enacted by the Legislature of the State of Mntana:

NEW SECTI ON. Section 1. K-12 data task force. (1) There
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is a K-12 task force established to provide input and gui dance to
the office of public instruction in enhancing the statew de K-12
data system as specified in 20-7-104.

(2) The K-12 data task force is conposed of:

(a) The chair and vice chair of the senate and house
education commttees and the chair and vice chair of the joint
appropriations/finance and clai ns subcommttee for education or
t heir desi gnees;

(b) additional positions appointed by the ngjority vote of
the chairs and vice chairs of the senate and house educati on
commttees and chair and vice chair of the joint appropriations/
finance and clainms subcommttee for education as foll ows:

(1) three elected school board trustees consisting of one
each froma class 1, class 2 and a class 3 school district;

(1i) three school adm nistrators consisting of one each
enpl oyed by a class 1, class 2 and a class 3 school district;

(ii1) three teachers consisting of one each enpl oyed by a
class 1, class 2 and a class 3 school district;

(tv) three technology staff consisting of one each enpl oyed
by a class 1, class 2 and a class 3 school district;

(v) six parents, consisting of one parent each of an
el enentary pupil currently enrolled in a class 1, class 2 and a
class 3 school district and one parent each of a high school
pupil currently enrolled in a class 1, class 2 and a class 3
school district; and

(vi) three school district clerks, as provided in 20-3-325,

consi sting of one each enployed by a class 1, class 2 and a cl ass
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3 school district.

NEW SECTI ON. Section 2. Data for achi evenent paynent. (1)

The state shall provide a data for achievenent paynent to public
school districts, as defined in 20-6-101 and 20-6-701. The data
for achi evenment paynent shall be $20 tines the district’s ANB,
cal cul ated in accordance with 20-9-311

(2) Funds received for the data for achi evenent paynent nust
be used by a school district to pay for access fees or other
costs associated with use of or participation in the statew de
data system adm ni stered by the office of public instruction or a
conpar abl e data system provi ded by a private vendor, including

data entry and staff training on use of such systens.

Section 3. Section 15-36-331, MCA, is anended to read:

"15-36-331. Distribution of taxes. (1) (a) For each
cal endar quarter, the departnent shall determ ne the anmount of
tax, late paynent interest, and penalties collected under this
part.

(b) For the purposes of distribution of oil and natural gas
production taxes to county and school district taxing units under
15-36-332 and to the state, the departnent shall determ ne the
anount of oil and natural gas production taxes paid on production
in the taxing unit.

(2) (a) The anmpunt of oil and natural gas production taxes

collected for the privilege and |license tax pursuant to 82-11-131
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nmust be deposited, in accordance with the provisions of 17-2-124,
in the state special revenue fund for the purpose of paying
expenses of the board, as provided in 82-11-135.

(b) The amount of the tax allocated in 15-36-304(7)(b) for
the oil and gas natural resource distribution account established
in 90-6-1001(1) nust be deposited in the account.

(3) (a) For each tax year, the amount of oil and natural
gas production taxes determ ned under subsection (1)(b) is
all ocated to each county according to the foll ow ng schedul e:

Big Horn 45.05%

Bl ai ne 58. 39%

Car bon 48. 27%
Chouteau 58.14%

Cust er 69. 53%

Dani el s 50. 81%
Dawson 47. 79%

Fal | on 41. 78%

Fer gus 69. 18%
Garfield 45.96%

A aci er 58. 83%

Gol den Valley 58.37%
Hll 64.51%

Li berty 57.94%
McCone 49. 92%
Mussel shel | 48. 64%
Pet r ol eum 48. 04%
Phillips 54.02%

5 LC 132



Unofficial Draft Copy
As of: Decenber 19, 2012 (3:01pm
LC0132

Pondera  54.26%

Powder River 60. 9%

Prairie 40. 38%

Richland 47.47%

Roosevelt 45.71%

Rosebud 39. 33%

Sheridan 47.99%

Stillwater 53.51%

Sweet G ass 61. 24%

Tet on 46. 1%

Tool e 57.61%

Val | ey 51.43%

W baux 49. 16%

Yel | owst one 46. 74%

Al'l other counties 50.15%

(b) The oil and natural gas production taxes allocated to
each county nust be deposited in the state special revenue fund
and transferred to each county for distribution, as provided in
15- 36- 332.

(4) The departnent shall, in accordance with the provisions
of 17-2-124, distribute the state portion of oil and natural gas
production taxes remaining after the distributions pursuant to
subsections (2) and (3) as follows:

o+ bt I I bt het I ’
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t(a) 2.16%to the natural resources projects state

speci al revenue account established in 15-38-302;

t+)(b) 2.02%to the natural resources operations state
speci al revenue account established in 15-38-301;

t+++)(c) 2.95% to the orphan share account established in
75- 10- 743;

tv)r(d) 2.65%to the state special revenue fund to be
appropriated to the Montana university systemfor the purposes of
the state tax levy as provided in 15-10-108; and

t)(e) of all remaining proceeds, 50%to the guarantee

account, to be deposited following the close of the fiscal year

of receipt but not later than October 1, for distribution in

conpliance wth 20-9-622(3) and 50%to the state general fund."

{Internal References to 15-36-331:
15- 36- 304x 15- 36- 332x 15- 36- 332x 15- 36- 332x
15- 36- 332x 15- 36- 332x 15- 36- 332x 15- 38- 301x
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15- 38- 302x 20-9-517x 75-10- 743X 82-11-135x }

Section 4. Section 20-7-104, MCA, is anended to read:
"20-7-104. Transparency and public availability of public

school performance data -- reporting -- availability for tinely

use to inprove instruction. (1) The office of public tAstruetion
i nstruction' s shatH—devetop—a—pubtiety—avattable data system that

shall, at a m ni num

(a) include data entry and intuitive reporting options that

school districts can use to nake tinely decisions that inprove

instruction and i mpact student performance while creating a

col | aborative environnent for parents, teachers, and students to

work together in inproving student performance. Options that the

office of public instruction shall incorporate and nake avail abl e

for each school district shall include data |inkages to provide

for automated conversion of data from systens already in use by

school districts or by the office of public instruction to all ow

districts to collect, nmanage and present | ocal classroom

assessnent scores, qrades, attendance, and other data to assi st

in instructional intervention al ongside the exi sting school

accountability and statew de student achi evenent results. The

office of public instruction shall ensure the design of the

systemis enhanced to prioritze coll aborati ve support of each

student's needs by cl assroom educators, adninistrators, and

parents; and

(b) disptays—an display a publicly avail abl e educati onal

data profile for each school district that protects each
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student's education records in conpliance with the Famly

Educati onal Ri ghts and Privacy Act of 1974, 20 U.S.C. 1232qg, as

anended, and its inplenenting regqulations at 34 CFR, part 99.

(2) Eaeh Subject to subsection (1)(b), each schoo

district's educational profile nust include, at a mninmm the
foll ow ng el enents:

(a) school district contact information and links to
district websites, when avail abl e;

(b) state criterion-referenced testing results;

(c) program and course offerings;

(d) student enroll nent and denographics by grade |evel; and

(e) graduation rates.

(3) Each school district shall annually report to the
office of public instruction and publish and post on the school
district's internet website the following district data for the
precedi ng school year

(a) the nunber and type of enpl oyee positions, including
adm ni strators;

(b) for the current enployee in each position:

(i) the total anobunt of conpensation paid to the enpl oyee
by the district. The total anmount of conpensation includes but is
not limted to the enpl oyee's base wage or salary, overtine pay,
and ot her incone from school -sanctioned extracurricul ar
activities, including coaching and simlar activities; and

(i1) the certification held by and required of the enpl oyee;

(c) the student-teacher ratio by grade;

(d) (i) the anmount, by category, spent by the district for
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operation and mai ntenance, stated in total cost and cost per
square foot; and

(1i) the amount of principal and interest paid on bonds;

(e) the total district expenditures per student;

(f) the total budget for all funds;

(g) the total nunber of students enrolled and the average
dai ly attendance;

(h) the total anount spent by the district on
extracurricular activities and the total nunber of students that
participated in extracurricular activities; and

(1) the nunmber of students that entered the 9th grade in
the school district but did not graduate froma high school in
that district and for which the school district did not receive a
transfer request. For reporting purposes, the students identified
under this subsection (3)(i) are considered to have dropped out
of school .

(4) Each school district shall also post on the school
district's internet website a copy of every working agreenent the
district has wth any organi zed | abor organi zati on and the
district's costs, if any, associated with enpl oyee union
representation, collective bargaining, and union grievance
procedures and litigation resulting from uni on enpl oyee
gri evances.

(5 If a school district does not have an internet website,
the school district shall publish the information required under
subsections (2) and (3) in printed formand provide a copy of the

i nformati on upon request at the cost incurred by the school
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district for printing only.
(6) The superintendent of public instruction shal

continually work in consultation wwth the K-12 data task force

specified in [section 1] to anal yze the best options for a

statewi de data systemthat will best enhance school districts’

abilities to use data for the purposes set forth in this

secti on. Enphasis shall be placed on devel opi ng or purchasi ng and

custoni zing a statewi de data systemthat pronptes and preserves

communi ty ownership and | ocal control, and whi ch consi ders

i ncorporation of innovative technol ogies available in the

mar ket pl ace that may be in use and whi ch are successfully working

in other states. The office of public instruction and the K-12

data task force shall coll aborate to enhance the statew de data

systemto support:

(a) the needs of school districts in using data to inprove

instructi on and student perfornance;

(b) the collection of data from schools through a process

that provides for automated conversion of data from systens

already in use by school districts or the office of public

instructi on and whi ch resolves the repetition of data entry and

redundancy of data requested that has been characteristic of the

data systemin the past and ot herw se reduces the diversi on of

district staff tine away frominstructi on and supervi si on; —
o I " ) I I Lore I
reguests;

(c) i ncrease data use fromthe centralized system by

various functions wthin the office of public instructions and
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(d) ptotrote transparency in reporting to schools, school
districts, communities, and the public. Aecttonable—data—7analysts

(7) The superintendent of public instruction shall gather,
mai ntai n, and distribute |ongitudinal, actionable data in the
foll ow ng areas:

(a) statewi de student identifier;

(b) student-level enrollnent data, including average daily
at t endance;

(c) student-level statew de assessnent dat a;

(d) information on untested students;

(e) student-|evel graduation and dropout dat a;

(f) ability to match student-1level K-12 and hi gher
educati on dat a;

(g a statewi de data audit systemn

(h) a systemto track student achievenent with a direct
teacher-to-student match to help track, report, and create
opportunities for inproved individual student perfornance;

(i) student-|evel course conpletion data, including
transcripts, to assess career and coll ege readi ness; and

(j) student-level ACT results, scholastic achi evenent test
results, and advanced pl acenent exam dat a.

(8) The superintendent of public instruction shal
enphasi ze the creation of and distribution of individual
di agnostic data for each student in a manner that is tinely and
protects the privacy rights of students and famlies as they

relate to education so that school districts may use the data to
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support tinely academ c intervention as needed and to ot herw se
i nprove the academ ¢ achi evenent of the students of each school
district.

(9) On or before June 30, 2013, the superintendent of
public instruction shall begin presenting |ongitudinal data on
academ c achi evenent and shall devel op plans for a nmeasurenent of
gromh for the statew de student assessnent required by the board

of public education.”

{Internal References to 20-7-104:
20-7-103x }

Section 5. Section 20-9-306, MCA, is anmended to read:

"20-9-306. Definitions. As used in this title, unless the
context clearly indicates otherwi se, the follow ng definitions
appl y:

(1) "BASE" neans base ampunt for school equity.

(2) "BASE aid" neans:

(a) direct state aid for 44.7% of the basic entitlenent and
44. 7% of the total per-ANB entitlenment for the general fund
budget of a district.

(b) the natural resource devel opnent K-12 fundi ng payment

for a vari able percentage of the basic and per-ANB entitl enents

for the general fund budget of a district, based on the revenue

avai l able for distribution in any school fiscal year pursuant to

the process referenced in 20-9-622(3);

tb)y(c) guaranteed tax base aid for an eligible district for

any anount up to 35.3% of the basic entitlenent, up to 35. 3% of
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the total per-ANB entitlenment budgeted in the general fund budget
of a district, and 40% of the special education allowabl e cost
paynment ;
te)y(d) the total quality educator paynent;
teh(e) the total at-risk student paynent;
te)y(f) the total Indian education for all paynent; and

t-(g) the total American |Indian achievenent gap paynent;

e-( h) the total data for achi evement paynent.

(3) "BASE budget" neans the m ni num general fund budget of
a district, which includes 80% of the basic entitlement, 80% of
the total per-ANB entitlenment, 100% of the total quality educator
paynment, 100% of the total at-risk student paynment, 100% of the
total Indian education for all paynent, 100% of the total

Aneri can | ndi an achi evenent gap paynent, 100% of the total data

for achi evenent paynent, and 140% of the special education

al | owabl e cost paynent.

(4) "BASE budget |evy" neans the district |levy in support
of the BASE budget of a district, which nmay be suppl enented by
guaranteed tax base aid if the district is eligible under the
provi si ons of 20-9-366 through 20-9-369.

(5) "BASE funding progrant neans the state programfor the
equitable distribution of the state's share of the cost of
Mont ana' s basic system of public elenentary schools and high
school s, through county equalization aid as provided in 20-9-331
and 20-9-333 and state equalization aid as provided in 20-9-343,

in support of the BASE budgets of districts and special education
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al | owabl e cost paynents as provided in 20-9-321.
(6) "Basic entitlenent” neans:
(a) for each high school district:
H—$256-003forfiscat—year—20612—and
——(++)—$2606, 099 ftor—each—succeedingfHscat—year—
(i) $290,000 for fiscal year 2014 and $300, 000 for each

succeeding fiscal year for school districts with an ANB of 800 or

f ewer; and

(ii) $290,000 for fiscal year 2014 and $300, 000 for each

succeedi ng fiscal year for school districts with an ANB of nore

t han 800 plus $12,000 for fiscal year 2014 and $15,6 000 for each

succeeding fiscal year for each additi onal 80 ANB over 800.

(b) for each elenentary school district or K-12 district
el ementary program w t hout an approved and accredited junior high
school, 7th and 8th grade program or m ddl e school:
——(—%$23,033Foer—FHisecal—year—2612-
——(+)—$23402For—each—succeedingscat—year—ant—

(i) $40,000 for fiscal year 2014 and $50, 000 for each

succeeding fiscal year for districts or K-12 el enentary prograns

with an ANB of 250 or fewer; and

(ii) $40,000 for fiscal year 2014 and $50, 000 for each

succeeding fiscal year for districts or K-12 el enentary prograns

with an ANB of nore than 250 plus $2,000 for fiscal year 2014 and

$2,500 for each succeeding fiscal year for each additi onal 25 ANB

over 250.
(c) for each elenmentary school district or K-12 district

el emrentary programw th an approved and accredited junior high
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school, 7th and 8th grade program or m ddl e school:

(1) for the district's kindergarten through grade 6

el enentary program

—(A—%$23,033For—fisecal—year—2012—and

—(B—$23402for—each—succeedingscat—year—ptus
(A) $40,000 for fiscal year 2014 and $50, 000 for each

succeeding fiscal year for districts or K-12 el enentary prograns

with an ANB of 250 or fewer; and

(B) $40,000 for fiscal year 2014 and $50, 000 for each

succeeding fiscal year for districts or K-12 el enentary prograns

with an ANB of nore than 250 plus $2,000 for fiscal year 2014 and

$2,500 for each succeeding fiscal year for each additi onal 25 ANB

over 250: plus

(i) for the district's approved and accredited junior high

school, 7th and 8th grade prograns, or mddle school:
—(A—%$65231+For—fisecal—year—2012—and

5 562 : I ’ L I .

(A) $80,000 for fiscal year 2014 and $100, 000 for each

succeeding fiscal year for the districts or K-12 district

el enentary prograns with conbi ned grade 7 and grade 8 with an ANB

of 450 or fewer; and

(B) $80,000 for fiscal year 2014 and $100, 000 for each

succeeding fiscal year for the districts or K-12 district

el enentary prograns with conbi ned grade 7 and grade 8 with an ANB

of nore than 450 plus $4,000 for fiscal year 2014 and $5, 000 for

each succeeding fiscal year for each additional 45 ANB over 450.

(7) "Budget unit" nmeans the unit for which the ANB of a
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district is calculated separately pursuant to 20-9-311

(8 "Direct state aid" neans 44. 7% of the basic entitl enment
and 44. 7% of the total per-ANB entitlenment for the general fund
budget of a district and funded with state and county
equal i zati on ai d.

(9) "Maxi mum general fund budget"” nmeans a district's
general fund budget anount cal culated fromthe basic entitlenent
for the district, the total per-ANB entitlenent for the district,
the total quality educator paynent, the total at-risk student

paynment, the total |ndian education for all paynent, the total

Aneri can I ndian achi evenent gap paynent, the total data for

achi evenent paynent, and the greater of:

(a) 175% of special education allowable cost paynents; or

(b) the ratio, expressed as a percentage, of the district's
speci al education allowable cost expenditures to the district's
speci al education allowabl e cost paynent for the fiscal year that
is 2 years previous, with a maxi mum al |l owabl e ratio of 200%

(10) “natural resource devel opnent K-12 fundi ng payment”

means a vari abl e percentage of the basic and per-ANB entitl enents

for the general fund budget of a district funded with revenue

avai l able for distribution in any school fiscal year pursuant to

the process referenced in 20-9-622(3).

16)(11) "Over-BASE budget |evy" neans the district levy in
support of any general fund anount budgeted that is above the
BASE budget and bel ow t he maxi num general fund budget for a
district.

31-(12) "Total American |Indian achi evenent gap paynent”
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neans the payment resulting frommultiplying $200 tinmes the
nunber of Anerican Indian students enrolled in the district as
provi ded in 20-9-330.

12y(13) "Total at-risk student paynent" nmeans the paynent
resulting fromthe distribution of any funds appropriated for the
pur poses of 20-9-328.

13)(14) "Total Indian education for all paynent" neans the
paynment resulting fromnmultiplying $20.40 tines the ANB of the
district or $100 for each district, whichever is greater, as
provided for in 20-9-329.

14 (15) "Total per-ANB entitlenent” neans the district
entitlement resulting fromthe follow ng cal cul ati ons and usi ng
either the current year ANB or the 3-year ANB provided for in
20-9- 311:

(a) for a high school district or a K-12 district high
school program a maximumrate of $6:343 $6, 555 for fiscal year
2012 2014 and $6:444 $6, 691 for each succeeding fiscal year for
the first ANB, decreased at the rate of 50 cents per ANB for each
additional ANB of the district up through 800 ANB, with each ANB
in excess of 800 receiving the sanme anount of entitlenment as the
800t h ANB;

(b) for an elenentary school district or a K-12 district
el emrentary program w t hout an approved and accredited junior high
school, 7th and 8th grade program or m ddle school, a naxi mum
rate of $4,955 $5,120 for fiscal year 2642 2014 and $5;034 $5, 226
for each succeeding fiscal year for the first ANB, decreased at

the rate of 20 cents per ANB for each additional ANB of the
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district up through 1,000 ANB, with each ANB in excess of 1,000
receiving the sane anount of entitlenent as the 1,000th ANB; and
(c) for an elenentary school district or a K-12 district
el ementary programw th an approved and accredited junior high
school, 7th and 8th grade program or mddle school, the sum of:
(i) a mximmrate of $4955 $5,120 for fiscal year 2612
2014 and $5;634 $5, 226 for each succeeding fiscal year for the
first ANB for kindergarten through grade 6, decreased at the rate
of 20 cents per ANB for each additional ANB up through 1,000 ANB,
with each ANB in excess of 1,000 receiving the sanme anount of
entitlement as the 1,000th ANB; and
(ii) a maximumrate of $6:343 $6,555 for fiscal year 20632—
2014 and $6:444 $6, 691 for each succeeding fiscal year for the
first ANB for grades 7 and 8, decreased at the rate of 50 cents
per ANB for each additional ANB for grades 7 and 8 up through 800
ANB, with each ANB in excess of 800 receiving the same anount of

entitlenent as the 800t h ANB.

15)3-(16) "Total data for achi evenent paynent" neans the

paynent resulting frommultiplying $20 ti nes the schoo

district's ANB cal culated in accordance with 20-9-311, as

provided in [section 2].

15r(17) "Total quality educator paynent” neans the paynent
resulting frommultiplying $3;036—fe+r—f+scal—year—2008—and $3, 042
feor—each—stceeeding—F+secal—year—t+mres by the nunber of full-tine

equi val ent educators as provided in 20-9-327."
{Internal References to 20-9-306:

20- 5- 323 20- 5- 323X 20- 7- 102X 20- 9- 327x
20- 9- 329x 20-9-330x }
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Section 6. Section 20-9-308, MCA, is anended to read:

"20-9-308. BASE budgets and maxi num general fund budgets.
(1) (a) The trustees of a district shall adopt a general fund
budget that is at |east equal to the BASE budget established for
the district. The trustees of a district nay adopt a general fund
budget up to the maxi mum general fund budget or the previous
year's general fund budget, whichever is greater

(b) For purposes of the budget limtation in subsection
(1)(a), the trustees may add any increase in state funding for

the basic and per ANB entitl enents, the data for achi evenent

paynent under [section 2] and the general fund paynents in

20-9-327 through 20-9-330 to the district's previous year's
general fund budget.

(2)(a) Whenever Except as otherw se provided in subsection

(b), whenever the trustees of a district propose to adopt a

general fund budget that exceeds the BASE budget for the district
and to increase the over-BASE budget |evy over revenue previously
aut hori zed by the electors of the district or inposed by the
district in any—of the previous 5 years to support the general
fund budget, the trustees shall submt a proposition to the

el ectors of the district, as provided in 20-9-353.

(b) The intent of this subsection (b) is to increase the

flexibility and efficiency of el ected school boards w t hout

i ncreasi ng school district property taxes. In furtherance of

this intent, and provided that budget |limtati ons ot herw se

specified in | aw are not exceeded, the trustees of a district nmay
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i ncrease the district’'s over-base budget |evy without a vote if

the board of trustees reduces nonvoted property tax | evies

aut hori zed by |law to be i nposed by action of the trustees of the

district by at | east as nuch as the anpunt by whi ch the over base

budget levy is increased. The ongoing authority for any nonvoted

increase in the over-base budget | evy i nposed under this

subsection shall be decreased in future years to the extent that

the trustees of the district i npose any increase in other

nonvoted property tax | evies.

(3) The BASE budget for the district nust be financed by
the foll owm ng sources of revenue:

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

(b) county equalization aid, as provided in 20-9-331 and
20- 9- 333;

(c) a district levy for support of a school not approved as
an isol ated school under the provisions of 20-9-302;

(d) paynents in support of special education prograns under
t he provisions of 20-9-321;

(e) nonlevy revenue, as provided in 20-9-141; and

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

(4) The over-BASE budget anount of a district nust be
financed by a levy on the taxable value of all property within
the district or other revenue available to the district, as

provided in 20-9-141."

21 LC 132



Unofficial Draft Copy
As of: Decenber 19, 2012 (3:01pm

LC0132
{Internal References to 20-9-308:
20- 6- 703x 20- 6- 704x 20- 7- 435x 20- 9- 141x
20- 9- 303x 20- 9- 310x 20- 9- 353x 20- 9- 353x
20-9-353x }

Section 7. Section 20-9-310, MCA, is anended to read:
"20-9-310. (Tenporary) Ol and natural gas production taxes

for school districts -- allocation and limts. (1) Fhe Except as

ot herwi se provided in subsection (8), the maxi mum anobunt of oi

and natural gas production taxes that a school district may
retain is 130% of the school district's maxi num budget,
determ ned in accordance w th 20-9-308.

(2) Upon receipt of school district budget reports required
under 20-9-134, the superintendent of public instruction shal
provi de the departnent of revenue with a list reporting the
maxi mum general fund budget for each school district.

(3) The departnent of revenue shall nmake the full quarterly
distribution of oil and natural gas production taxes as required
under 15-36-332(6) until the anount distributed reaches the
[imtation in subsection (1) of this section.

(4) For—tt+scal—year—2612—any Any anount of oil and natural

gas production taxes exceeding the limtation in subsection (1)

must be depestted—+tn—theguarantee—account—as—provided—in
20-9-622- distributed by the departnent of revenue in the

followng priority:

(a) to the other school district within the unified schoo

system from whi ch the oil and natural gas producti on revenue

originates or to any school district having a joint board status
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with the district fromwhich the oil and natural gas production

revenue originates, as provided in 20-3-361, up to 130% of the

maxi num budget of the school district receiving a distribution of

revenue under this subsection on a prorated basis;

(b) if funds remain to be distributed after distribution to

school districts under subsection (a), to all school districts

i mmedi ately contiguous to the district fromwhich the oil and

natural gas production revenue originates, up to 130% of the

maxi mum budget of each school district receiving a distribution

of revenue under this subsection on a prorated basis. |If there is

nore than one school district fromwhich distributable oil and

natural gas production revenue originates and is available for a

distribution under this subsection that is i nmedi ately conti guous

to a school district qualifying for receipt of a distribution of

oil and natural gas revenue under this subsection, the

distribution of oil and natural gas production revenue shall be

prorated fromthe districts fromwhich oil and natural gas

producti on revenue originates in relative proportion to the

anount that the oil and natural gas revenue avail able for

distribution fromeach school district bears to the total oil and

natural gas revenue available for distribution fromall school

districts fromwhich the distributable revenue ori gi nates;

(c) if funds remain to be distributed after distribution to

school districts under subsection (b), to all school districts

that are located in whole or in part in the sane county as the

school district fromwhich the oil and natural gas production

revenue originates, up to 130% of the nmaxi num budget of each
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school district receiving a distribution of revenue under this

subsection on a prorated basis. If there is nore than one school

district fromwhich distributable oil and natural gas production

revenue originates and is available for distribution under this

subsection, the distribution of oil and natural gas production

revenue shall be prorated fromthe districts fromwhich oil and

natural gas producti on revenue originates in relative proportion

to the anobunt that the oil and natural gas revenue avail able for

di stribution fromeach school district bears to the total oil and

natural gas revenue available for distribution fromall school

districts fromwhich the distributable revenue origi nates; and

(d) if funds remain to be distributed after distribution to

school districts under subsection (c), to all school districts

that are located in whole or in part in a county conti guous to a

county where a horizontally completed well as defined in 15-36-

303(8) has been drilled within the |last three years up to 130% of

t he maxi num budget of each school district receiving a

di stribution under this subsection on a prorated basis. |If there

is nore than one school district fromwhich distributable oil and

natural gas producti on revenue origi nates and is avail able for

di stribution under this subsection, the distribution of oil and

natural gas producti on revenue shall be prorated fromthe

districts fromwhich oil and natural gas producti on revenue

originates in relative proportion to the amount that the oil and

natural gas revenue avail able for distribution fromeach school

district bears to the total oil and natural gas revenue avail abl e

for distribution fromall school districts fromwhich the
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di stri butabl e revenue ori gi nates.

(e) Any funds remaining after distributi on under

subsections (a)-(d) nust be deposited as foll ows:

(i) 70%of the retai ned anount nust be deposited in the

guar ant ee account provided for in 20-9-622;

(ii) 5%of the retai ned anount nust be deposited in the

state school oil and natural gas inpact account provided for in

20-9-517; and

(iii) 25%of the retai ned anount nust be distributed to the

counties for deposit in the county school oil and natural gas

i mpact fund provided for in 20-9-518.

(5) Subject tothe limtation in subsection (1), the

trustees shall budget and allocate the oil and natural gas

production taxes received by the district as foll ows:
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et ed] e di . . I .
the—general—fundtevyrequrenent
{&)y(a) foer—each—succeedingtisecal—year—the trustees shal
budget in the general fund an anount of oil and natural gas
production taxes equal to the |esser of 55%25% of the total oi
and natural gas production taxes received by the district in the
prior year or the general fund |evy requirenent;
te)y(b) oil and natural gas production taxes received by the
district must be deposited in the general fund until the budgeted

appuRt limt under subsection (a) is reached; and

t(c) all remaining oil and natural gas production tax
revenue may be deposited in any budgeted fund.

(6) 50%of the oil and natural gas producti on taxes

deposited in the general fund pursuant to subsection (5)(a) nust

be applied to the BASE budget |evy. Remaining oil and natural gas

producti on taxes deposited in the general fund may be applied to

ei ther the BASE budget | evy or the over BASE budget |evy, at the

di scretion of the board of trustees.

(7) The provisions of subsections (5) and (6) do not apply

to the foll ow ng:

(a) a district that has a nmaxi num general fund budget of

less than $1 mlli on;

(b) a district whose oil and gas revenues conbined with its

adopt ed general fund budget total 105% or |less of its nmaxi num

general fund budget;

(c) a district that has a maxi num general fund budget of $1

mllion or nore and has had an unusual enroll nent increase
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approved by the superintendent of public instruction as provi ded

in 20-9-314 in the year inmmedi ately preceding the fiscal year to

whi ch subsections (5) and (6) woul d ot herwi se apply.

(8 The limt on oil and natural gas production taxes that

a school district nay retain under subsection (1) shall be

i ncreased for any school district with an unusual enroll nent

i ncrease approved by the superintendent of public instruction as

provided in 20-9-314. The increase in the linmt on oil and

natural gas productions taxes that a school district may retain

under subsection (1) shall apply in the year i medi ately

following the fiscal year in which the office of public

i nstructi on has approved the district's unusual enroll ment

i ncrease and shall be cal cul ated by nul tiplying $45, 000 ti nes

each additional ANB approved by the superintendent of public

instruction as provided in 20-9-314.

6)3(9) In any year in which the actual oil and natural gas
production taxes received by a school district are | ess than 50%
of the total oil and natural gas production taxes received by the
district in the prior year, the district may transfer noney from

any budgeted fund to its general fund in an anobunt not to exceed

t he ambunt of the shortfall.
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{Internal References to 20-9-310:
15-36-332x  15- 36- 332x 15- 36- 332x 15- 36- 332x
20-9-517a 20-9-518a 20-9-518a }

Section 8. Section 20-9-311, MCA, is anmended to read:

"20-9-311. Calculation of average nunber bel onging (ANB) --
t hree-year averaging. (1) Average nunber bel ongi ng (ANB) nust be
conputed for each budget unit as foll ows:

(a) conpute an average enrol |l ment by adding a count of
regularly enrolled full-time pupils who were enrolled as of the
first Monday in October of the prior school fiscal year to a

count of regularly enrolled pupils on February—2%the first Mnday

i n Decenber of the prior school fiscal year to a count of

reqularly enrolled pupils on the first Monday in February of the

prior school fiscal year, or the next school day if those dates

do not fall on a school day, and divide the sumby twoe three; and
(b) multiply the average enrollnment calculated in
subsection (1)(a) by the sum of 180 and the approved
pupil -instruction-related days for the current school fiscal year
and divide by 180.
(2) For the purpose of calculating ANB under subsection

(1), up to 7 approved pupil-instruction-rel ated days nmay be
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i ncluded in the cal cul ati on.
(3) When a school district has approval to operate | ess
than the m ni nrum aggregate hours under 20-9-806, the total ANB
nmust be cal cul ated in accordance with the provisions of 20-9-805.

(4) (a) For Except as provided in subsection (d) of this

section, for the purpose of calculating ANB, enrollnment in an

educati on program

(1) from 180 to 359 aggregate hours of pupil instruction
per school year is counted as one-quarter-tinme enroll nent;

(1i) from 360 to 539 aggregate hours of pupil instruction
per school year is counted as half-tine enroll nent;

(ti1) fromb540 to 719 aggregate hours of pupil instruction
per school year is counted as three-quarter-tine enrollnent; and

(tv) 720 or nore aggregate hours of pupil instruction per
school year is counted as full-tinme enroll nent.

(b) Except as provided in subsection (d) of this section,

Errettrent enrol Il nent in a programintended to provide fewer than

180 aggregate hours of pupil instruction per school year nay not
be included for purposes of ANB.

(c) Enrollnment in a self-paced program or course my be
converted to an hourly equival ent based on the hours necessary
and appropriate to provide the course within a regular classroom
schedul e.

(d) A school district nmay include a pupil inits

calculation of ANB who is enrolled in a program providi ng fewer

than the required aggregate hours of pupil instruction required

under subsection (4)(a) or (4)(b) if the pupil has denonstrated
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proficiency in the content ordinarily covered by such instruction

as deterni ned by the el ected school board using district

assessnents. The ANB of a pupil under this subsection shall be

converted to an hourly equival ent based on the hours of

instruction ordinarily provided for the content over which the

student has denonstrated proficiency.

©-(e) A pupil in kindergarten through grade 12 who is
concurrently enrolled in nore than one public school, program or
district may not be counted as nore than one full-time pupil for
ANB pur poses.

(5) For a district that is transitioning froma half-tinme
to a full-time kindergarten program the state superintendent
shal | count kindergarten enrollment in the previous year as
full-time enrollment for the purpose of calculating ANB for the
el ementary progranms offering full-tinme kindergarten in the
current year. For the purposes of calculating the 3-year ANB, the
superintendent of public instruction shall count the kindergarten
enrol I ment as one-half enrollment and then add the additional
ki ndergarten ANB to the 3-year average ANB for districts offering
full -time kindergarten.

(6) When a pupil has been absent, with or w thout excuse,
for nore than 10 consecutive school days, the pupil may not be
included in the enroll ment count used in the cal culation of the
ANB unl ess the pupil resunes attendance prior to the day of the
enrol | mrent count.

(7) The enrollnment of preschool pupils, as provided in

20-7-117, may not be included in the ANB cal cul ati ons.
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(8) The average nunber bel onging of the regularly enrolled,
full-time pupils for the public schools of a district nust be
based on the aggregate of all the regularly enrolled, full-tine
pupils attending the schools of the district, except that:

(a) the ANB is calculated as a separate budget unit when:

t&—(i) a school of the district is |ocated nore than 20
mles beyond the incorporated Iimts of a city or town |ocated in
the district and at |least 20 mles fromany other school of the
district, the nunber of regularly enrolled, full-time pupils of
t he school nust be cal culated as a separate budget unit for ANB
pur poses and the district nust receive a basic entitlenent for
the school calcul ated separately fromthe other schools of the
district;

(1i1) a school of the district is |ocated nore than 20 mles
fromany other school of the district and incorporated territory
is not involved in the district, the nunber of regularly
enrolled, full-time pupils of the school nust be cal cul ated
separately for ANB purposes and the district nust receive a basic
entitlenent for the school cal cul ated separately fromthe other
school s of the district;

(1i1) the superintendent of public instruction approves an
application not to aggregate when conditions exist affecting
transportation, such as poor roads, nountains, rivers, or other
obstacles to travel, or when any other condition exists that
woul d result in an unusual hardship to the pupils of the school
if they were transported to anot her school, the nunber of

regularly enrolled, full-tinme pupils of the school nust be
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cal cul ated separately for ANB purposes and the district nust
receive a basic entitlenent for the school cal cul ated separately
fromthe other schools of the district; or

(tv) two or nore districts consolidate or annex under the
provi sions of 20-6-422 or 20-6-423, the ANB and the basic
entitlements of the conponent districts nmust be cal cul ated
separately for a period of 3 years follow ng the consolidation or
annexation. Each district shall retain a percentage of its basic
entitlenment for 3 additional years as foll ows:

(A 75%of the basic entitlenent for the fourth year;

(B) 50%of the basic entitlenent for the fifth year; and

(©O 25%of the basic entitlenent for the sixth year.

(b) when a junior high school has been approved and
accredited as a junior high school, all of the regularly
enrolled, full-time pupils of the junior high school nust be
consi dered as high school district pupils for ANB purposes;

(c) when a mddle school has been approved and accredited,
all pupils below the 7th grade nmust be consi dered el enentary
school pupils for ANB purposes and the 7th and 8th grade pupils
must be consi dered hi gh school pupils for ANB purposes; or

(d) when a school has noet—been—aceredited been desi gnated

as nonaccredited by the board of public education because of

failure to meet the board of public education's assurance and

performance standards, the regularly enrolled, full-time pupils

attendi ng the nonaccredited school are not eligible for average
nunber bel ongi ng cal cul ati on purposes, nor will an average nunber

bel ongi ng for the nonaccredited school be used in determ ning the
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BASE funding programfor the district.

(9) The district shall provide the superintendent of public
instruction with sem annual reports of school attendance,
absence, and enrollnment for regularly enrolled students, using a
format determ ned by the superintendent.

(10) (a) Except as provided in subsections (10)(b) and
(10)(c), enrollment in a basic education program provi ded by the
district through any conbination of onsite or offsite instruction
may be included for ANB purposes only if the pupil is offered
access to the conpl ete range of educational services for the
basi ¢ education programrequired by the accreditation standards
adopt ed by the board of public education.

(b) Access to school prograns and services for a student
pl aced by the trustees in a private program for special education
may be limted to the prograns and services specified in an
approved individual education plan supervised by the district.

(c) Access to school prograns and services for a student
who is incarcerated in a facility, other than a youth detention
center, may be limted to the progranms and servi ces provi ded by
the district at district expense under an agreement with the
incarcerating facility.

(d) This subsection (10) may not be construed to require a
school district to offer access to activities governed by an
organi zati on having jurisdiction over interscholastic activities,
contests, and tournanments to a pupil who is not otherw se
eligible under the rules of the organization.

(11) A district may include only, for ANB purposes, an
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enrolled pupil who is otherw se eligible under this title and who
iS:

(a) a resident of the district or a nonresident student
admtted by trustees under a student attendance agreenent and who
is attending a school of the district;

(b) unable to attend school due to a nedical reason
certified by a nmedical doctor and receiving individualized
educational services supervised by the district, at district
expense, at a hone or facility that does not offer an educati onal
pr ogr am

(c) wunable to attend school due to the student's
incarceration in a facility, other than a youth detention center,
and who is receiving individualized educational services
supervised by the district, at district expense, at a hone or
facility that does not offer an educational program

(d) receiving special education and rel ated services, other
than day treatnent, under a placenent by the trustees at a
private nonsectarian school or private programif the pupil's
services are provided at the district's expense under an approved
i ndi vi dual education plan supervised by the district;

(e) participating in the running start programat district
expense under 20-9-706;

(f) receiving educational services, provided by the
district, using appropriately licensed district staff at a
private residential programor private residential facility
licensed by the departnment of public health and human servi ces;

(g) enrolled in an educational program or course provided
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at district expense using electronic or offsite delivery nethods,
including but not limted to tutoring, distance |earning
prograns, online progranms, and technol ogy delivered | earning
progranms, while attending a school of the district or any other
nonsectarian offsite instructional setting with the approval of
the trustees of the district. The pupil shall:

(1) neet the residency requirenents for that district as
provided in 1-1-215;

(ti) live in the district and nust be eligible for
educational services under the Individuals Wth Disabilities
Education Act or under 29 U S.C. 794; or

(ti1) attend school in the district under a mandatory
att endance agreenent as provided in 20-5-321.

(h) a resident of the district attending the Montana youth
chal | enge program or a Montana job corps program under an
interlocal agreenent with the district under 20-9-707.

(12) A district shall, for ANB purposes, calculate the
enrol Il ment of an eligible Montana youth chal |l enge program
participant as half-tinme enroll nent.

(13) (a) For an elenentary or high school district that has
been in existence for 3 years or nore, the district's maxi num
general fund budget and BASE budget for the ensuing school fiscal
year nust be cal cul ated using the current year ANB for all budget
units or the 3-year average ANB for all budget units, whichever
generates the greatest maxi num general fund budget.

(b) For a K-12 district that has been in existence for 3

years or nore, the district's maxi num general fund budget and
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BASE budget for the ensuing school fiscal year nust be cal cul ated
separately for the elenmentary and hi gh school prograns pursuant
to subsection (13)(a) and then conbi ned.
(14) The term "3-year ANB" neans an average ANB over the
nmost recent 3-year period, calcul ated by:
(a) adding the ANB for the budget unit for the ensuing
school fiscal year to the ANB for each of the previous 2 schoo

fiscal years; and

(b) dividing the sum cal cul ated under subsection (14)(a) by

three."

{Internal References to 20-9-311:
20-1- 101x 20- 1- 308x 20- 4- 203x 20- 6- 702x
20-7- 117x 20- 9- 306x 20- 9- 306x 20- 9- 313x
20- 9- 321x 20- 9- 321x 20- 9- 406x 20- 9- 406x }

Section 9. Section 20-9-314, MCA, is anended to read:

"20-9-314. Procedures for determning eligibility and
anount of increased average nunber bel ongi ng due to unusua
enrol Il ment increase. A district that anticipates an unusual
increase in enrollnment in the ensuing school fiscal year, as
provided for in 20-9-313(1)(d), may increase its basic
entitlement and total per-ANB entitlenent for the ensuing school
fiscal year in accordance with the foll ow ng provisions:

(1) Prior to June 1, the district shall estimte the
el ementary or high school enrollnent to be realized during the
ensui ng school fiscal year, based on as nmuch factual information

as may be available to the district.
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(2) No later than June 1, the district shall submt its
application for an unusual enrollnment increase by elenentary or
hi gh school |evel to the superintendent of public instruction.
The application must include:

(a) the enrollnment for the current school fiscal year;

(b) the average nunber bel onging used to calculate the
basic entitlement and total per-ANB entitlenent for the current
school fiscal year

(c) the average nunber belonging that will be used to
calculate the basic entitlenent and total per-ANB entitlenent for
t he ensui ng school fiscal year;

(d) the estimated enrollnent, including the factual
information on which the estimate i s based, as provided in
subsection (1); and

(e) any other information or data that nmay be requested by
t he superintendent of public instruction.

(3) The superintendent of public instruction shal
imedi ately review all the factors of the application and shal
approve or disapprove the application or adjust the estinmated
aver age nunber belonging for the ensuing ANB cal cul ati on peri od.
After approving an estimate, with or w thout adjustnent, the
superintendent of public instruction shall:

(a) determ ne the percentage by which the estimated
enrol | nrent exceeds the enroll nent used for the budgeted ANB; and

(b) approve an increase of the average nunber bel ongi ng
used to establish the ensuing year's basic entitlenment and total

per-ANB entitlenment in accordance with subsection (5) if the
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increase in subsection (3)(a) is at |east 6%% or 25 students,

whi chever is |ess.

(4) The superintendent of public instruction shall notify
the district of the decision by the fourth Monday in June.

(5) \Wenever an unusual enrollnment increase is approved by
t he superintendent of public instruction, the increase of the
aver age nunber bel onging used to establish the basic entitlenent
and total per-ANB entitlenent for the ensuing ANB cal cul ati on
period is determ ned using the difference between the enroll nent
for the ensuing school fiscal year and #66%of the enrol | nent
used to cal cul ate the budgeted ANB. The anount determ ned +s—the
maxt+rim-at-owable—+nerease shall be added to the average nunber
bel ongi ng for the purpose of establishing the ensuing year's
basic entitlement and total per-ANB entitlenent.

(6) (a) Any entitlenment increases resulting from provisions
of this section nust be reviewed at the end of the ensuing school
fiscal year

(b) If the actual enrollnent is I ess than the enroll nment
used to determ ne the budgeted ANB, the superintendent of public
instruction shall revise the total per-ANB entitlenent and basic
entitlement cal culations, as provided in subsection (5), using
the actual enrollnent in place of the estimted enrollnment. All
total per-ANB entitlenents received by the district in excess of
the revised entitlenents are overpaynents subject to the refund
provi si ons of 20-9-344(4)."

{Internal References to 20-9-314:
20- 3- 106x 20- 9- 166x 20- 9- 313x 20-9-517x }
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Section 10. Section 20-9-323, MCA, is anended to read:

"20-9-323. Ending fund balance limts. (1) Beginning July
1, 2616 2020, the conbi ned ending fund bal ance for all budgeted
funds of a school district may not exceed 300% of the maxi mum
general fund budget. The 300%limt is not applicable to the
bui l di ng reserve fund, the debt service fund, or the bus
depreci ation reserve fund.

(2) The county superintendent shall, upon conpletion of a
school fiscal year, redistribute any anpbunts in excess of the
300% limt anong any other school districts in the sane county
whose conbi ned endi ng fund bal ance for all budgeted funds
i ncluded in subsection (1) has not exceeded the 300%limt. The
county superintendent shall redistribute funds equally to the
school districts qualifying for redistribution on a
per-qual ity-educator basis, calculated by dividing the total
funds by the total nunber of quality educators, as defined in
20-4-502, enployed by the qualifying school districts in the
county in the imedi ately preceding school fiscal year. Schoo
districts receiving the funds may place the funds in any budgeted
fund of the district at the discretion of the board of trustees
of each district.

(3) Unless an exception is granted under subsection (5),
upon conpletion of a school fiscal year, a school district with
conbi ned endi ng fund bal ances in excess of the 300%|limt shal
cooperate with the county superintendent in effectuating the

redi stribution of excess funds as provided in subsection (2). A
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school district may make the paynent required under this
subsection fromany fund or funds of the district other than the
debt service fund, the building reserve fund, and the bus
depreci ation reserve fund.
(4) Any funds that cannot be redistributed within a county
w t hout causing a school district in the county to exceed the

300% limt nmust be remtted by the county treasurer to the state

for deposit in the guarantee account and distribution as provided

for in 20-9-622(4).

(5 In accordance with 20-9-161, a school district shal
report to the education and | ocal governnent interimconmttee
for any exception taken to the limts prescribed by subsection
(1) of this section.

(6) This section does not apply to school districts that
are in a nonoperating status under 20-9-505 or that are in the
first year of operation after reopening under 20-6-502 or
20- 6- 503.

(7) Beginning July 1, 26%3 2020, the bal ance of a school
district's flexibility fund may not exceed 150% of the school
district's maxi num general fund budget."

{Internal References to 20-9-323: None.}

Section 11. Section 20-9-342, MCA, is anended to read:
"20-9-342. Deposit of interest and i ncone noney by state
board of |and conm ssioners. (1) Except as provided in 20-9-516

and subsection 2 of this section, the state board of | and

conmmi ssioners shall deposit the interest and inconme noney for
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each fiscal year into the guarantee account, provided for in
20-9-622, for state equalization aid by the |ast business day of
February and June before the close of the fiscal year in which
t he noney was received.

(2) Subject to subsection (3), any excess interest and

i ncone revenue flowing i nto the guarantee account pursuant to 20-

9- 343 nust be deposited in the guarantee account foll ow ng the

close of the fiscal year of receipt, but not |ater than COctober

1, and nust be distributed in accordance with 20-9-622(4).

(3) The excess interest and i ncone revenue nust equal at

least $1 mllion in order to be transferred pursuant to

subsection (2).

(4) For purposes of this section, "excess interest and

i ncone revenue" neans an anpunt in excess of the anmount esti mated

in the revenue estimate provided for in 5-5-227 to be deposited

in the quarantee account established in 20-9-622.

{Internal References to 20-9-342:
20- 3- 106x 20- 9- 343x 20-9-343x }

Section 12. Section 20-9-344, MCA, is anended to read:

"20-9-344. Duties of board of public education for
distribution of BASE aid. (1) The board of public education shal
adm ni ster and distribute the BASE aid and state advances for
county equalization in the manner and with the powers and duties
provi ded by | aw. The board of public education:

(a) shall adopt policies for regulating the distribution of

BASE ai d and state advances for county equalization in accordance
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with the provisions of |aw,

(b) may require reports fromthe county superintendents,
county treasurers, and trustees that it considers necessary; and

(c) shall order the superintendent of public instruction to
distribute the BASE aid on the basis of each district's annual
entitlenent to the aid as established by the superintendent of
public instruction. In ordering the distribution of BASE aid, the
board of public education may not increase or decrease the BASE
aid distribution to any district on account of any difference
that may occur during the school fiscal year between budgeted and
actual receipts fromany other source of school revenue.

(2) The board of public education may order the
superintendent of public instruction to withhold distribution of
BASE aid froma district when the district fails to:

(a) submt reports or budgets as required by |aw or rules
adopt ed by the board of public education; or

(b) maintain accredited status because of failure to neet

the board of public education's assurance and perfornance

st andards.

(3) Prior to any proposed order by the board of public
education to wthhold distribution of BASE aid or county
equal i zati on noney, the district is entitled to a contested case
hearing before the board of public education, as provided under
t he Montana Adm ni strative Procedure Act.

(4) If adistrict or county receives nore BASE aid than it
is entitled to, the county treasurer shall return the overpaynent

to the state upon the request of the superintendent of public
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instruction in the manner prescribed by the superintendent of

public instruction.

must

(5) Except as provided in 20-9-347(2), the BASE aid paynent
be distributed according to the foll ow ng schedul e:

(a) from August to October of the school fiscal year, to

each district 10% of:

(1) direct state aid;

(i1) the total quality educator paynent;

(ti1) the total at-risk student paynent;

(tv) the total Indian education for all paynent; and
(v) the total Anerican Indian achi evenent gap paynent;

(vi) the total data for achi evenent paynent; and

(vii) the total natural resource devel opnent K-12 funding

aynent .

(b) from Decenber to April of the school fiscal year, to

each district 10% of:

(1) direct state aid;

(ii1) the total quality educator paynent;

(1i1) the total at-risk student paynent;

(tv) the total Indian education for all paynent; and
(v) the total Anerican Indian achi evenent gap paynent;

(vi) the total data for achi evenent paynent; and

(vii) the total natural resource devel opnent K-12 funding

aynent .

(c) in Novenber of the school fiscal year, one-half of the

guaranteed tax base aid paynent to each district or county that

has submtted a final budget to the superintendent of public
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instruction in accordance with the provisions of 20-9-134;
(d) in May of the school fiscal year, the remai nder of the
guaranteed tax base aid paynent to each district or county; and
(e) in June of the school fiscal year, the renaining
paynment to each district of direct state aid, the total quality
educat or paynent, the total at-risk student paynent, the total

I ndi an education for all paynent, and the total Anmerican Indian

achi evenent gap paynent, the total data for achi evenent paynent,

and the total natural resource devel opnent K-12 fundi ng paynent.

(6) The distribution provided for in subsection (5) nust
occur by the last working day of each nonth."
{Internal References to 20-9-344:

20-2-121 20-9- 314 20- 9- 347 20- 9- 347
20- 9- 347 20-9- 368 }

Section 13. Section 20-9-403, MCA, is anended to read:
"20-9-403. Bond issues for certain purposes. (1) The
trustees of a school district may issue and negoti ate general

obl i gation bonds, oil and natural gas revenue bonds, or inpact

ai d bonds of the school district for the purpose of:

(a) building, altering, repairing, buying, furnishing,
equi ppi ng, purchasing lands for, or obtaining a water supply for
a school, teacherage, dormtory, gymmasium other building, or
conbi nation of buildings for school purposes;

(b) buying a school bus or buses;

(c) providing the necessary noney to redeem natured bonds,
mat uri ng bonds, or coupons appurtenant to bonds when there is not

sufficient noney to redeemthem

44 LC 132



Unofficial Draft Copy
As of: Decenber 19, 2012 (3:01pm
LC0132
(d) providing the necessary noney to redeem optional or
redeemabl e bonds when it is for the best interest of the school
district to issue refundi ng bonds;
(e) funding a judgnent against the district, including the
repaynent of tax protests lost by the district; or

(f) funding a debt service reserve account that may be

required for oil and natural gas revenue bonds or inpact aid

revenue bonds.

(2) Mney realized fromthe sale of bonds issued on the
credit of a high school district may not be used for any of the
purposes listed in subsection (1) in an elenentary school
district, and the noney may be used for any of the purposes
listed in subsection (1) for a junior high school but only to the
extent that the 9th grade of the high school is served.

(3) |If applicable, the trustees shall specify whether the
bonds are qualified school construction bonds as described in
17-5-116(1) or tax credit bonds as provided in 17-5-117."

{Internal References to 20-9-403:
20- 9- 435x 20- 9- 435x 20- 15- 404x }

Section 14. Section 20-9-406, MCA, is anended to read:
"20-9-406. Limtations on anmount of bond issue --
definition of federal inpact aid basic support paynent and oi

and natural gas paynent. (1) (a) Except as provided in subsection

(1)(c), the maxi mum anmount for which an elenentary district or a
hi gh school district may becone indebted by the issuance of

general obligation bonds, including all indebtedness represented
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by outstandi ng general obligation bonds of previous issues,
regi stered warrants, outstanding obligations under 20-9-471, and
any other | oans or notes payable that are held as general
obligations of the district, is 50% of the taxable value of the
property subject to taxation, as ascertained by the |ast
assessnment for state, county, and school taxes previous to the
incurring of the indebtedness.

(b) Except as provided in subsection (1)(c), the maxi mum
anount for which a K-12 school district, as fornmed pursuant to
20-6-701, nmay becone i ndebted by the issuance of general
obligation bonds, including all indebtedness represented by
out st andi ng general obligation bonds of previous issues,
regi stered warrants, outstanding obligations under 20-9-471, and
any other | oans or notes payable that are held as general
obligations of the district, is up to 100% of the taxable val ue
of the property subject to taxation, as ascertained by the |ast
assessnment for state, county, and school taxes previous to the
incurring of the indebtedness.

(c) (i) The maxi mum anmount for which an elenmentary district
or a high school district wwth a district mll value per
el ementary ANB or per high school ANB that is |less than the
facility guaranteed mll value per elenentary ANB or high school
ANB under 20-9-366 may becone i ndebted by the issuance of general
obligation bonds, including all indebtedness represented by
out st andi ng general obligation bonds of previous issues,
regi stered warrants, outstanding obligations under 20-9-471, and

any other | oans or notes payable that are held as general
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obligations of the district, is 50%of the corresponding facility
guaranteed m |l value per ANB tines 1,000 tinmes the ANB of the
district. For a K-12 district, the maxi mum anmount for which the
district may becone indebted is 50% of the sumof the facility
guaranteed m || value per elenentary ANB tines 1,000 tines the
el ementary ANB of the district and the facility guaranteed m |
val ue per high school ANB tinmes 1,000 tinmes the high school ANB
of the district. For the purpose of cal culating ANB under this
subsection, a district may use the greater of the current year
ANB or the 3-year ANB cal cul ated under 20-9-311

(ti) I'f nmutually agreed upon by the affected districts, for
t he purpose of cal culating its maxi mum bonded i ndebt edness under
this subsection (1)(c), a district nmay include the ANB of the
district plus the nunber of students residing within the district
for which the district or county pays tuition for attendance at a
school in an adjacent district. The receiving district may not
use out-of-district ANB for the purpose of calculating its
maxi mum i ndebt edness if the out-of-district ANB has been incl uded
in the ANB of the sending district pursuant to the nutual
agreenent. For the purpose of calculating ANB under this
subsection, a district may use the greater of the current year
ANB or the 3-year ANB cal cul at ed under 20-9-311

(2) The maxi mum anounts determ ned in subsection (1) do not
pertain to i ndebtedness inposed by special inmprovenment district
obligations or assessnents agai nst the school district or to
general obligation bonds issued for the repaynent of tax protests

|l ost by the district. Al general obligation bonds issued in
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excess of the amobunt are void, except as provided in this
section.
(3) The maxi mum anmount of inpact aid revenue bonds that an
el ementary district, high school district, or K-12 school
district may i ssue nmay not exceed a total aggregate anobunt equa
to three tinmes the average of the school district's annual
federal inpact aid basic support paynments for the 5 years
i mredi ately preceding the issuance of the bonds. However, at the
time of issuance of the bonds, the average annual paynent of
principal and interest on the inpact aid bonds each year may not
exceed 35% of the total federal inpact aid basic support paynents

of the school district for the current year.

(4) The maxi mum anpunt of oil and natural gas revenue bonds

that an elenentary district, high school district, or K-12 school

district may i ssue nay not exceed a total aggregate anpunt equa

to three tinmes the average of the school district's annual oi

and natural gas production taxes recei ved pursuant to 15-36-

331(3) and 20-9-310 for the five years i medi ately precedi ng the

i ssuance of the bonds. At the tinme of the i ssuance of the bonds,

t he average annual paynent of principal and interest on the oil

and natural gas revenue bonds each year may not exceed 35% of the

total oil and natural gas producti on taxes recei ved by the school

district under the limtations in 20-9-310 for the current year.

t4)r(5) Wen the total indebtedness of a school district has
reached the limtations prescribed in this section, the school
district may pay all reasonabl e and necessary expenses of the

school district on a cash basis in accordance with the financi al
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adm ni stration provisions of this chapter.

5)(6) Wienever bonds are issued for the purpose of
refundi ng bonds, any noney to the credit of the debt service fund
for the paynent of the bonds to be refunded is applied toward the
paynment of the bonds and the refunding bond issue is decreased
accordi ngly.

t6)(7) As used in this part, "federal inpact aid basic
support paynent"” neans the annual inpact aid revenue received by
a district under 20 U S. C. 7703(b) but excludes revenue received
for inpact aid special education under 20 U.S.C. 7703(d) and
i npact aid construction under 20 U.S.C. 7707."

{Internal References to 20-9-406:

15- 39- 110x 20- 9-407x 20- 9-407x 20-9-412x
20-9-471x 20- 9- 502x 20- 15- 404x 90- 6- 310x }

Section 15. Section 20-9-408, MCA, is anended to read:

"20-9-408. Definition of forns of bonds. As used in this
part, the follow ng definitions apply:

(1) "Anortization bond" neans that form of bond on which a
part of the principal is required to be paid each tine that
i nterest beconmes due and payable. The part paynment of principal
increases with each following installnent in the sanme anount that
the interest paynent decreases, so that the conbi ned anount
payabl e on principal and interest is the sane on each paynent
date. However, the paynment on the initial interest paynent date
may be | ess or greater than the amount of other paynents on the
bond, reflecting the payment of interest only or the paynent of

interest for a period different fromthat between other interest
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paynment dates. The final paynent may vary from prior paynents in
anount as a result of rounding prior paynents.
(2) "Ceneral obligation bonds" neans bonds that pledge the
full faith and credit and the taxing power of a school district.
(3) "lInpact aid revenue bonds" neans bonds that pledge and
are payable solely fromfederal inpact aid basic support paynents
recei ved and deposited to the credit of the fund established in
20-9-514.

(4) "QOI| and natural gas revenue bonds" neans bonds that

pl edge and are payable solely fromoil and natural gas production

t axes recei ved by the school district pursuant to 20-9-310.

t4)(5) "Serial bonds" nmeans a bond issue payabl e in annual
install ments of principal commencing not nore than 2 years from
the date of issue, any one installnment consisting of one or nore
bonds, with the principal anount of bonds maturing or subject to
mandat ory sinking fund redenption in each install nent, commencing
with the installnment payable in the fourth year after the date of
i ssue, not exceeding three tines the principal anmount of the
bonds payable in the imediately preceding installnent."

{Internal References to 20-9-408:
20- 9- 412x 20- 15- 404x }

Section 16. Section 20-9-422, MCA, is anended to read:

"20-9-422. Additional requirenents for trustees' resolution
calling bond election. (1) In addition to the requirenents for
calling an election that are prescribed in 20-20-201 and

20-20- 203, the trustees' resolution calling a school district
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bond el ection nust:
(a) specify whether the bonds will be general obligation

bonds, oil and natural gas revenue bonds, or inpact aid revenue

bonds;

(b) fix the exact amount of the bonds proposed to be
i ssued, which may be nore or less than the anmounts estimated in a
petition;

(c) fix the maxi mum nunber of years in which the proposed
bonds woul d be pai d;

(d) in the case of initiation by a petition, state the
essential facts about the petition and its presentation; and

(e) state the anobunt of the state advance for school
facilities estimted, pursuant to subsection (2), to be received
by the district in the first school fiscal year in which a debt
servi ce paynent woul d be due on the proposed bonds.

(2) Prior to the adoption of the resolution calling for a
school bond election for a general obligation bond, the trustees
of a district may request fromthe superintendent of public
instruction a statenent of the estimated anount of state advance
for school facilities that the district wll receive for debt
service paynents on the proposed general obligation bonds in the
first school fiscal year in which a debt service paynent is due.
The district shall provide the superintendent with an estimate of
the debt service paynent due in the first school fiscal year. The
superintendent shall estimate the state advance for the general
obl i gation bond issue pursuant to 20-9-371(2)."

{Internal References to 20-9-422:
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20-15-404 * }

Section 17. Section 20-9-423, MCA, is anended to read:

"20-9-423. Form contents, and circularization of petition
proposi ng school district bond election. Any petition for the
calling of an election on the proposition of issuing school
di strict bonds nust:

(1) specify whether the bonds will be general obligation

bonds, oil and natural gas revenue bonds, or inpact aid revenue

bonds;

(2) plainly state each purpose of the proposed bond issue
and the estimated anmount of the bonds that would be issued for
each purpose;

(3) be signed by not |ess than 20% of the school district
el ectors qualified to vote under the provisions of 20-20-301 in
order to constitute a valid petition;

(4) be a single petition or it may be conposed of nore than
one petition, all being identical in form and after being
circul ated and signed, they nmust be fastened together to forma
single petition when submtted to the county registrar;

(5) be circulated by any one or nore qualified el ectors of
t he school district; and

(6) contain an affidavit of each registered el ector
circulating a petition attached to the portion of the petition
circulated. The affidavit nust attest to the authenticity of the
signatures and that the signers knew the contents of the petition

at the time of signing it."
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{Internal References to 20-9-423:
20- 15- 404x }

Section 18. Section 20-9-426, MCA, is anended to read:

"20-9-426. Preparation and formof ballots for bond
el ection. (1) The school district shall cause ballots to be
prepared for all bond el ections, and whenever bonds for nore than
one purpose are to be voted upon at the sane el ection, separate
bal | ots nust be prepared for each purpose.

(2) For bond elections that are not held in conjunction
with a school election, the ballots for absentee voting nust be
printed and made avail able at |east 30 days before the bond
el ection.

(3) Al ballots nmust be substantially in the foll ow ng
form

COFFI Cl AL BALLOT
SCHOOL DI STRI CT BOND ELECTI ON

| NSTRUCTI ONS TO VOTERS: Make an X or simlar mark in the
vacant square before the words "BONDS--YES' if you wish to vote
for the bond issue; if you are opposed to the bond issue, nmake an
X or simlar mark in the square before the words "BONDS--NO'

Shal | the board of trustees be authorized to issue and sel

(state type of bonds here: general obligation, oil and natural

gas revenue, or inpact aid revenue) bonds of this school district

in the amount of ............ dollars ($ .......... ), payabl e

sem annual |y, during a period not nore than ...... years, for the
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PUr POSE . . .o (here state the purpose the
same way as in the notice of election)?
[] BONDS -- YES.
[] BONDS -- NO."

{Internal References to 20-9-426:
20- 15-404x  20-20-401x }

Section 19. Section 20-9-427, MCA, is anended to read:

"20-9-427. Notice of bond el ection by separate purpose. (1)
A school district bond el ection nmust be conducted in accordance
with the school election provisions of this title, except that
the election notice nust be in substantially the follow ng form

NOTI CE OF SCHOOL DI STRI CT BOND ELECTI ON

Notice is hereby given by the trustees of School District
No. .............. of ... ... .. .. .. County, state of Montana,
that pursuant to a certain resolution adopted at a neeting of the

board of trustees of the school district held on

el ection of the registered electors of School District

No............... of ... ... .. .. .. County, state of Montana, wl|
be held on the.............. day of . ............. e :
at.............. for the purpose of voting upon the question of

whet her or not the trustees may issue and sell (state here:

general obligation, oil and natural gas revenue, or inpact aid

revenue) bonds of the school district in the anount

of ... ... .. .. .. dollars ($.............. ), payabl e sem annually,
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for the purpose of.............. (here state purpose). The bonds

to be issued will be payable in installnments over a period not

exceeding.............. (state nunber) years.
The polls will be open from............. o' clock ...... m
and until.............. o'clock ...... m of the election day.
Dat ed and posted this....... day of .............

Presiding officer, School District No...............

Address. ...

(2) If the bonds proposed to be issued are for nore than
one purpose, then each purpose nust be separately stated in the
notice, together wth the proposed anount of bonds for each
pur pose.

(3) The notice nust specify whether the bonds will be

general obligation bonds, oil and natural gas revenue bonds, or

i npact aid revenue bonds."

{Internal References to 20-9-427:
20- 15- 404x }

Section 20. Section 20-9-430, MCA, is anended to read:

"20-9-430. Sale of school district bonds and notice of
public sale. The trustees may sell school district bonds at
public or private sale pursuant to 17-5-107. If the trustees
conduct a public sale, the trustees shall give notice of the sale
of school district bonds. The notice nust state the purpose for

whi ch the bonds are to be issued and the anobunt proposed to be
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i ssued and nmust be substantially in the follow ng form

NOTI CE OF SALE OF SCHOOL DI STRI CT BONDS

Notice is hereby given by the trustees of School District

No. .............. of ............ County, state of Montana, that
the trustees will onthe .......... day of ......... ... .. .. ... :
.............. , at the hour of .......... o' clock .....m at

.............. , in the school district, sell to the highest and
best bidder for cash (state here: general obligation, oil and

natural gas revenue, or inpact aid revenue) bonds of the school

district in the total anmount of ............. dollars ($
............... ), for the purpose of

The bonds will be issued and sold in the aggregate principal
anmount of ............. dollars ($ ......... ) each and w ||
becone payabl e according to the maturity schedul e set forth bel ow
(set forth maturity schedul e adopted by the school district). (If
the bonds are to be issued as anortization bonds, indicate that
here.)

The bonds will bear an original issue date of ............. :

........... , Wll pay interest comencing onthe ..............

day of ............. (month), .......... , Wll be payable

sem annually on the .............. day of ............ (mont h)
and ............. (month) in each year thereafter, and wll be
redeemable in full. (Here insert optional provisions, if any, to

be recited on the bonds.)

The bonds will be sold for not less than $
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................. , Wth accrued interest on the principal anount
of the bonds to the date of their delivery, and all bidders shal
state the |owest rate of interest at which they wll purchase the
bonds at the price specified for the bonds. The trustees reserve
the right to reject any bids and to sell the bonds at private
sal e.

Al l bids nust be acconpanied by (insert appropriate bid
security as permtted by 18-1-202) in the sumof ..............
dollars ($ ............... ) payable to the order of the district,
which will be forfeited by the successful bidder in the event
that the bidder refuses to purchase the bonds.

Al'l bids should be addressed to the undersigned district.

Presiding officer, School District No..............

of ... County

AdAr BSS: .

ATTEST:

Subscri bed and sworn to before me this ................ day
of ... . e e e e e e Not ary

Public for the State residing at .......................... :
Montana. My CcOmMM SSIiON EXPITresS .. ... "

{Internal References to 20-9-430:
20- 15- 404x }

Section 21. Section 20-9-437, MCA, is anended to read:
"20-9-437. School district liable on bonds. (1) The ful

faith, credit, and taxable resources of a school district issuing
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general obligation bonds under the provisions of this title are
pl edged for the repaynent of the bonds with interest according to
the ternms of the bonds. For the purpose of making the provisions
of this part enforceable, each school district is a body
corporate that may sue and be sued by or in the nanme of the
trustees of the school district.

(2) A school district may use up to 25%of its federa

i npact aid funds received pursuant to 20-9-514 or 25%of its oi

and natural gas producti on taxes received under the limtations

in 20-9-310 and pursuant to 15-36-331(3) for repaynent of general

obl i gati on bonds.

(3) Inpact aid revenue bonds nmust be payable solely from
the federal inpact aid basic support paynent received by the
school district and deposited to the credit of the inpact aid
fund established in 20-9-514 and do not constitute a general
obligation of the school district. The school district's taxing
power is not pledged for the repaynent of inpact aid revenue
bonds.

(4) Gl and natural gas revenue bonds nust be payabl e

solely fromthe oil and natural gas production taxes recei ved by

the school district under the limtation in 20-9-310 and

deposited to the debt service fund and do not constitute a

general obligation of the school district. The school district's

taxi ng power is not pledged for the repaynent of oil and natural

gas revenue bonds."

{Internal References to 20-9-437:
20- 9- 439x 20- 15- 404x }
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Section 22. Section 20-9-440, MCA, is anended to read:

"20-9-440. Paynent of debt service obligations --
termnation of interest. (1) The school district shall provide
the county treasurer with a general obligation bond, oil and

natural gas revenue bond, or inpact aid revenue bond debt

servi ces schedule. The county treasurer shall maintain a separate
debt service fund for each school district and, if bonds are to

be issued as either inpact aid revenue bonds or oil and natural

gas revenue bonds, a separate inpact aid revenue bond debt

service fund or oil and natural gas revenue bond debt service

fund, as applicable, and an inpact aid revenue bond debt service

reserve account or oil and natural gas revenue bond debt service

reserve account, if required, and shall credit all tax noney, oi

and natural gas revenue, or inpact aid revenue collected for debt

service to the appropriate fund and use the noney credited to the
fund for the paynment of debt service obligations in accordance

wi th the school financial adm nistration provisions of this
title.

(2) The county treasurer shall pay fromthe debt service
fund all anounts of interest and principal on school district
bonds as the interest or principal becones due when the coupons
or bonds are presented and surrendered for paynent and shall pay
all special inprovenent district assessnents as they becone due.
| f the bonds are held by the state of Montana, then all paynents
must be remtted to the state treasurer who shall cancel the

coupons or bonds and return the coupons or bonds to the county
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treasurer with the state treasurer's receipt. If the bonds are
not held by the state of Montana and the interest or principal is
made payabl e at sone designated bank or financial institution,
the county treasurer shall remt the anount due for interest or
principal to the bank or financial institution for paynent
agai nst the surrender of the cancel ed coupons or bonds.

(3) \Whenever any school district bond or installnent on
school district bonds becones due and payable, interest ceases on
that date unless sufficient funds are available to pay the bond
when it is presented for paynent or when paynent of an
install ment is demanded. In either case, interest on the bond or
install ment continues until paynent is nade.

(4) Any installnment on interest and principal on bonds held
by the state that is not pronptly paid when due draws interest at
an annual rate of 6% fromthe date due until actual paynent,
irrespective of the rate of interest on the bonds."

{Internal References to 20-9-440:
20- 15- 404x }

NEW SECTI ON.  Section 23. Security for oil and natural gas

revenue bonds. (1) To secure the paynent of principal and
interest on oil and natural gas revenue bonds, the trustees of a
school district, by resolution or indenture of trust, may provide
that oil and natural gas revenue bonds are secured by a first
lien on the oil and natural gas production revenue received
pursuant to the provisions of 20-9-310 and pledge to the hol ders

of the oil and natural gas revenue bonds all of the oil and
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natural gas revenue deposited in the district's debt service
fund.

(2) Upon receipt of oil and natural gas revenue, the county
treasurer shall deposit in the district's debt service fund the
anount that is required to pay the principal and interest on the
oil and natural gas revenue bonds due in the next 12-nonth
period. Al other oil and natural gas revenue nust be deposited
as directed by the board of trustees as provided in 20-9-310. The
school district and county treasurer nmay designate a trustee for
hol ders of the bonds to receive the school district's oil and
natural gas revenue for purposes of nmaking the annual debt
service paynents on oil and natural gas revenue bonds.

(3) Any pledge made pursuant to this section is valid and
binding fromthe tine the pledge is nmade, and the noney pl edged
and received by the county treasurer on behalf of the school
district to be placed in the debt service fund is inmediately
subject to the lien of the pledge w thout any future physi cal
delivery or further act. Alien of any pledge is valid and
bi ndi ng against all parties that have clains of any kind agai nst
the school district, regardl ess of whether the parties have
notice of the lien. The bond resolution or indenture of trust
that creates the pledge, when adopted by the trustees of any
district, is notice of the creation of the pledge, and those
instrunments are not required to be recorded in any other place to
perfect the pledge.

(4) The state may not |imt, alter, or inpair the ability of

a school district to qualify for oil and natural gas revenue or
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in any way inpair the rights and renedi es of the bondhol ders
until all bonds issued under this section, together wth interest
on the bonds, interest on any unpaid installnments of principal or
interest, and all costs and expenses in connection with any
action or proceedings by or on behalf of the bondhol ders, are
fully nmet and di scharged. The trustees of any district, as agents
for the state, may include a pledge and undertaking in

resol utions and i ndentures authorizing and securing the bonds as

described in this subsection.

Section 24. Section 20-9-517, MCA, is anended to read:

"20-9-517. (Effective July 1, 2013) State school oil and
natural gas inpact account. (1) There is a state school oil and
natural gas inpact account in the state special revenue fund
provided for in 17-2-102. The purpose of the account is to
provi de noney to schools that are net—receiving oil and natural

gas production taxes under 15-36-331 in an anount |ess than 20%

of the district's nmaxi num general fund budget but that are

i npact ed by eonttguous—counties—that—arebeneftingiromrecetrpt
of- oil and natural gas predueti+on—taxes devel opnent.

(2) There nust be deposited in the account oil and natural

gas production taxes, if any, pursuant to 26-9-316(+-
20-9-310(4) (e) and any anounts pursuant to 20-9-104(6).

(3) A school district may apply to the superintendent of
public instruction for funds fromthe account for circunstances

that are directly related to inpacts resulting fromthe
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devel opnent or cessation of devel opnent of oil and natural gas as
fol |l ows:

(a) an unusual enrollnent increase as determ ned pursuant
to 20-9-314,

(b) a district's need to hire new teachers or staff as a
result of increased enroll nent;

(c) the opening or reopening of an elenmentary or high
school approved by the superintendent of public instruction
pursuant to 20-6-502 or 20-6-503; or

(d) rmajor maintenance for a school or district.

(4) In reviewng an applicant's request for funding, the
superintendent of public instruction shall consider the
fol | ow ng:

(a) the local district's or school's need;

(b) the severity of the energy devel opnent i npacts;

(c) availability of funds in the account; and

(d) the applicant district's ability to neet the needs
identified in subsection (3).

(5) The superintendent of public instruction shall adopt
rul es necessary to inplement the application and distribution
process.

(6) The amount in the account nay not exceed $7.5 mllion.
Any anount over $7.5 million nust be deposited in the state
general—fund guarantee account and distributed in conpliance with
20-9-622(3) . "

{Internal References to 20-9-517:
20- 9- 104x 20-9-310x }
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Section 25. Section 20-9-518, MCA, is anended to read:

"20-9-518. (Effective July 1, 2013) County school oil and
natural gas inpact fund. (1) The governing body of a county
receiving an allocation under 20-9-104(6) and—26-9-316(+-

20-9-310(4)(e) shall establish a county school oil and natura

gas inpact fund.
(2) Money received by a county pursuant to 20-9-104(6) and
209316+ 20-9-310(4)(e) nust remain in the fund and may not be

appropriated by the governing body until:

(a) the amount of oil and natural gas production taxes
received by a school district for the fiscal year is 30%or |ess
of the ampbunt of the average received by the district in the
previous 4 fiscal years;

(b) the average price of oil is $50 a barrel or less for
the fiscal year; or

(c) the production of oil in the county drops 50% or nore
bel ow t he average oil production in the county during the
i mredi ately precedi ng 5-year period.

(3) Wthin 30 days of any of the circunstances described in
subsections (2)(a) through (2)(c) occurring, the governing body
of the county shall allocate 80% of the noney proportionally to
af fected high school districts and el enmentary school districts in
t he county.

(4) The governing body of the county may use 20% of the
money in the fund to:

(a) pay for outstanding capital project bonds or other
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expenses incurred prior to the reduction in the price of oi
described in subsection (2)(b);

(b) offset property tax levy increases that are directly
caused by the cessation or reduction of oil and natural gas
activity;

(c) pronote diversification and devel opnent of the econom c
base within the jurisdiction;

(d) attract new industry to the area inpacted by the
changes in oil and natural gas activity described in subsection
(2); or

(e) provide cash incentives for expandi ng the enpl oynent
base of the area inpacted by the changes in oil and natural gas
activity described in subsection (2).

(5) Except as provided in subsection (4)(b), noney held in
the fund may not be considered as fund bal ance for the purpose of
reducing mll |evies.

(6) Money in the fund nust be invested as provided by | aw.
Interest and incone fromthe investnent of noney in the fund nust
be credited to the fund."

{Internal References to 20-9-518:
20- 9- 104x 20-9-310x }

Section 26. Section 20-9-622, MCA, is anended to read:
"20-9-622. C@uarantee account. (1) There is a guarantee
account in the state special revenue fund. The guarantee account

is intended to:

(a) stabilize the long-termgrowh of the permanent fund;
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and

(b) maintain a constant and increasing distributable
revenue stream All realized capital gains and all distributable
revenue nust be deposited in the guarantee account. Except as
provided in subsection (2), the guarantee account is statutorily
appropriated, as provided in 17-7-502, for distribution to school
districts through school equalization aid as provided in
20- 9- 343.

(2) As long as a portion of the coal severance tax |oan
aut horized in section 8, Chapter 418, Laws of 2001, is
out standi ng, the departnent of natural resources and conservation
shall monthly transfer fromthe guarantee account to the general
fund an anmount that represents the amount of interest incone that
woul d be earned fromthe investnent of the anount of the |oan
that is currently outstanding. Wien the loan is fully paid, al
m neral royalties deposited in the guarantee account nust be
transferred to the school facility and technol ogy account

pursuant to 17-6-340.

(3) Any excess interest and i ncome revenue all ocated for

di stri bution under subsection(4)(a) of this section and oil and

natural gas production tax revenues transferred to the quarantee

account pursuant to 15-36-331(4)(e), 20-9-323(4) and 20-9-517(6)

shall be designated as the natural resource devel opnent K-12

fundi ng paynent and shall be used and distributed as | ocal

assi stance by the office of public instruction as a fundi ng

source for BASE aid as defined in 20-9-306 in the fiscal year

i medi ately after deposit of such funds to the guarantee account.
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|f the natural resource devel opnent K-12 fundi ng paynent exceeds

t he anpbunt needed to neet the total statew de costs of BASE aid

in any fiscal year, any excess anpunt shall be distributed as

provided i n subsection (4).

(4) Any excess interest and i ncone revenue deposited in the

guar ant ee account for distribution under this subsection shall be

all ocated as foll ows:

(a) 50% of the excess interest and i ncone revenue shall be

distributed as part of the natural resource devel opnent K-12

fundi ng paynment as provided in subsection (3) of this section;

and

(b) 50% of the excess interest and i ncone revenue shall be

distributed to schools on a per-quality-educator basis, with the

amount to be distributed to each district cal cul ated by dividi ng

the total funds available for distribution under this subsection

by the total nunber of quality educators, as defined in 20-4-502,

enpl oyed by each school district in the state in the imediately

precedi ng school fiscal year. A school district receiving funds

under this section nust deposit such funds in its m scel |l aneous

prograns fund referenced in 20-9-507 and nust use such funds in

the foll owi ng order

(i) to address any repairs categorized as "safety,"”

"danage/ wear out," or "codes and standards" in the facilities

condition inventory for buildings of the school district as

referenced in the K-12 public schools facility conditi on and

needs assessnent prepared by the Montana departnent of

adm ni stration in 2008 pursuant to Sectionl, Chapter 1, Speci al
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Laws of Decenber 2007

(ii) 1if repairs under subsection (i) have been conpl eted,

to any ot her purpose authorized by 20-9-543."

{Internal References to 20-9-622:

17- 3- 1003x 17- 6- 340x 17- 7-502x 20- 9- 104X
20- 9- 310x 20- 9- 310x 20- 9- 323X 20- 9- 342X
20- 9- 343 20- 9- 516X 20- 9- 620X 77- 1- 109x
77- 1- 228X 77-1-229x }

NEW SECTI ON. Section 27. Purpose of increased funding

beyond inflation. The purpose of increases in state funding of
BASE aid as defined in 20-9-306 that a school district uses to
increase its previous year's adopted general fund budget by an
anount in excess of the inflation calculated in conpliance with
20-9-326 are for the purpose of assisting school districts in
nmeeting costs of inplenenting the common core curricul um and
changes to the adm nistrative rules of Montana, title 10, chapter
55 adopted by the Montana board of public education during fiscal
years 2012 and 2013 and to continue to enhance efforts at

i nprovi ng academ ¢ achi evenent for students enrolled in Montana's

public school s.

Section 28. Section 29, Chapter 418, Laws of 2011, is
anended to read:
Term nation. [Sections 1, 7, and 8] term nate June 30, 2616

2020.
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NEW SECTI ON. Section 29. {standard} Notification to tri bal

governments. The secretary of state shall send a copy of [this
act] to each tribal governnent |ocated on the seven Montana

reservations and to the Little Shell Chippewa tribe.

NEW SECTI ON.  Section 30. {standard} Codification

instruction. [Section 1] is intended to be codified as an
integral part of Title 20, chapter 7, part 1, and the provisions
of Title 20, chapter 7, part 1, apply to [section 1].

[Section 2] is intended to be codified as an integral part
of Title 20, chapter 9, part 3, and the provisions of Title 20,
chapter 9, part 3, apply to [section 2].

[ Section 22] is intended to be codified as an integral part
of Title 20, chapter 9, part 4, and the provisions of Title 20,

chapter 9, part 4, apply to [section 22].

NEW SECTI ON. Section 31. {standard} Effective date. (1)

Except as provided in subsection (2), [this act] is effective on
passage and approval and applies to school fiscal years 2014 and
t hereafter.

(2) [Section 3] is effective imediately and applies
retroactively, within the nmeaning of 1-2-109, to oil and natura
gas production taxes paid on production in fiscal year 2013 as

determ ned by the departnment of revenue pursuant to 15-36-331(1).

- END -
{ Nane : Julie A Johnson
Title : At t or ney
Agency : Legi sl ative Services D vision
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Phone : 406- 444- 4024
E-Mail : juliejohnson@r . gov}

70 LC 132



