64th Legislature HBO0114

AN ACT CLARIFYING LAWS RELATED TO THE USAGE OF TAXINCREMENT REMITTANCES TO SCHOOL
DISTRICTS TO ENSURE A REDUCTION IN LOCAL PROPERTY TAXES,; PROVIDING A TRANSITION
SECTION FOR A SCHOOL DISTRICT WITH AN EXISTING AGREEMENT WITH A LOCAL GOVERNMENT,;
PROVIDING A TIME PERIOD FOR A SCHOOL DISTRICT TO UTILIZE TAX INCREMENT REMITTANCES,;
AMENDING SECTIONS 7-15-4291, 20-9-104, AND 20-9-141, MCA; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE AND APPLICABILITY DATES.

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

Section 1. Section 7-15-4291, MCA, is amended to read:

"7-15-4291. Agreements to remit unused portion of tax increments. (1) Fhe Subject to subsections

(2) through (5), the local government may also enter into agreements with the other affected taxing bodies to remit

to those taxing bodies any portion of the annual tax increment not currently required for the payment of the costs
listed in 7-15-4288 or pledged to the payment of the principal of premiums, if any, and interest on the bonds
referred to in 7-15-4289.

(2)_Any portion of the increment remitted to a school district:

(a)_must be used to reduce property taxes or designated as operating reserve pursuant to 20-9-104 for

the fiscal year following the fiscal year in which the remittance was received;

(b) _must be deposited in one or more of the following funds that has a mill levy for the current school

year, subject to the provisions of Title 20 and this section:

() _general fund;

(ii) bus depreciation reserve fund;

(iii) debt service fund;

(iv) building reserve fund;

(v) technology acquisition and depreciation fund; and

(c) _may not be transferred to any fund.
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(3) The remittance will not reduce the levy authority of the school district receiving the remittance in years

subsequent to the time period established by subsection (2)(a).

(4) _Any portion of the increment remitted to a school district and deposited into the general fund must

be designated as operating reserve, pursuant to 20-9-104 or used to reduce the BASE budget levy or the

over-BASE budget levy in the following fiscal year.

(5) If a school district does not utilize the remitted portion to reduce property taxes or designate the

remittance as operating reserve within the time period established by subsection (2)(a), the unused portion must

be remitted as follows:

(a)_if the area or district is in existence at the time of the remittance, the portion is distributed to the

special fund in 7-15-4286(2)(a), and used as provided in 7-15-4282 through 7-15-4294: or

(b) if the area or district is not in existence at the time of the remittance, the portion is distributed pursuant

to 7-15-4292(2)(a)."

Section 2. Section 20-9-104, MCA, is amended to read:

"20-9-104. (Temporary) General fund operating reserve. (1) At the end of each school fiscal year, the
trustees of each district shall designate the portion of the general fund end-of-the-year fund balance that is to be
earmarked as operating reserve for the purpose of paying general fund warrants issued by the district from July
1 to November 30 of the ensuing school fiscal year. Except as provided in subsections (6) and (7), the amount
of the general fund balance that is earmarked as operating reserve may not exceed 10% of the final general fund
budget for the ensuing school fiscal year.

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

(3) Excessreserves as provided in subsection (6) may be appropriated to reduce the BASE budget levy,
the over-BASE budget levy, or the additional levy provided by 20-9-353.

(4) Any Except as provided in subsection (9), any portion of the general fund end-of-the-year fund

balance, including any portion attributable to a tax increment remitted under 7-15-4291, thatis not reserved under

subsection (2) or reappropriated under subsection (3) is fund balance reappropriated and must be used for
property tax reduction as provided in 20-9-141(1)(b) up to an amount not exceeding 15% of a school district's

maximum general fund budget.
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(5) Any Except as provided in subsection (9), any unreserved fund balance in excess of 15% of a school

district's maximum general fund budget must be remitted to the state and allocated as follows:

(8) 70% of the excess amount must be remitted to the state to be deposited in the guarantee account
provided for in 20-9-622; and

(b) 30% of the excess amount must be remitted to the school facility and technology account.

(6) The limitation of subsection (1) does not apply when the amount in excess of the limitation is equal
to or less than the unused balance of any amount:

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

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

(c) received in delinquent taxes from a prior school fiscal year.

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

(8) Any amounts remitted to the state under subsection (5) are not considered expenditures to be applied
against budget authority.

(9)_Any portion of a tax increment remitted under 7-15-4291 and deposited in the district's general fund

iS not subject to the:

(a) _15% fund balance limit provided for in subsection (4); or

(b) provisions of subsection (5). (Terminates June 30, 2020--sec. 38, Ch. 400, L. 2013.)

20-9-104. (Effective July 1, 2020) General fund operating reserve. (1) Atthe end of each school fiscal
year, the trustees of each district shall designate the portion of the general fund end-of-the-year fund balance that
is to be earmarked as operating reserve for the purpose of paying general fund warrants issued by the district
from July 1 to November 30 of the ensuing school fiscal year. Except as provided in subsections (6) and (7), the
amount of the general fund balance that is earmarked as operating reserve may not exceed 10% of the final
general fund budget for the ensuing school fiscal year.

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

(3) Excessreserves as provided in subsection (6) may be appropriated to reduce the BASE budget levy,

the over-BASE budget levy, or the additional levy provided by 20-9-353.
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(4) Any portion of the general fund end-of-the-year fund balance that is not reserved under subsection

(2) or reappropriated under subsection (3), including any portion attributable to a tax increment remitted under

7-15-4291, is fund balance reappropriated and must be used for property tax reduction as provided in
20-9-141(1)(b).

(5) Any Except as provided in subsection (9), any unreserved fund balance in excess of 15% of a school

district's maximum general fund budget must be remitted to the state and allocated as follows:

(8) 70% of the excess amount must be remitted to the state to be deposited in the guarantee account
provided for in 20-9-622; and

(b) 30% of the excess amount must be remitted to the school facility and technology account.

(6) The limitation of subsection (1) does not apply when the amount in excess of the limitation is equal
to or less than the unused balance of any amount:

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

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

(c) received in delinquent taxes from a prior school fiscal year.

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

(8) Any amounts remitted to the state under subsection (5) are not considered expenditures to be applied
against budget authority.

(9)_Any portion of a tax increment remitted under 7-15-4291 and deposited in the district's general fund

iSs not subject to the provisions of subsection (5)."

Section 3. Section 20-9-141, MCA, is amended to read:

"20-9-141. Computation of general fund net levy requirement by county superintendent. (1) The
county superintendent shall compute the levy requirement for each district's general fund on the basis of the
following procedure:

(a) Determine the funding required for the district's final general fund budget less the sum of direct state
aid, the natural resource development K-12 funding payment, and the special education allowable cost payment

for the district by totaling:
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(i) the district's nonisolated school BASE budget requirement to be met by a district levy as provided in
20-9-303; and

(i) any general fund budget amount adopted by the trustees of the district under the provisions of
20-9-308 and 20-9-353.

(b) Determine the money available for the reduction of the property tax on the district for the general fund
by totaling:

(i) the general fund balance reappropriated, as established under the provisions of 20-9-104;

(i) amounts received in the last fiscal year for which revenue reporting was required for each of the
following:

(A) interest earned by the investment of general fund cash in accordance with the provisions of
20-9-213(4); and

(B) any other revenue received during the school fiscal year that may be used to finance the general
fund, excluding any guaranteed tax base aid;

(iii) anticipated oil and natural gas production taxes;

(iv) pursuant to subsection (4), anticipated revenue from coal gross proceeds under 15-23-703; and

(v) school district block grants distributed under 20-9-630;_and

(vi) any portion of the increment remitted to a school district under 7-15-4291 used to reduce the BASE

levy budget.

(c) Notwithstanding the provisions of subsection (2), subtract the money available to reduce the property
tax required to finance the general fund that has been determined in subsection (1)(b) from any general fund
budget amount adopted by the trustees of the district, up to the BASE budget amount, to determine the general
fund BASE budget levy requirement.

(d) Determine the sum of;

(i) any amount remaining after the determination in subsection (1)(c);

(i) any portion of the increment remitted to a school district under 7-15-4291 used to reduce the

over-BASE budget levy; and

(i) any tuition payments for out-of-district pupils to be received under the provisions of 20-5-320 through
20-5-324, except the amount of tuition received for a pupil who is a child with a disability in excess of the amount

received for a pupil without disabilities, as calculated under 20-5-323(2).
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(e) Subtract the amount determined in subsection (1)(d) from any additional funding requirement to be
met by an over-BASE budget amount, a district levy as provided in 20-9-303, and any additional financing as
provided in 20-9-353 to determine any additional general fund levy requirements.

(2) The county superintendent shall calculate the number of mills to be levied on the taxable property
in the district to finance the general fund levy requirement for any amount that does not exceed the BASE budget
amount for the district by dividing the amount determined in subsection (1)(c) by the sum of:

(a) the amount of guaranteed tax base aid that the district will receive for each mill levied, as certified
by the superintendent of public instruction; and

(b) the current total taxable valuation of the district, as certified by the department of revenue under
15-10-202, divided by 1,000.

(3) The net general fund levy requirement determined in subsections (1)(c) and (1)(d) must be reported
to the county commissioners by the later of the first Tuesday in September or within 30 calendar days after
receiving certified taxable values by the county superintendent as the general fund net levy requirement for the
district, and a levy must be set by the county commissioners in accordance with 20-9-142.

(4) For each school district, the department of revenue shall calculate and report to the county
superintendent the amount of revenue anticipated for the ensuing fiscal year from revenue from coal gross

proceeds under 15-23-703."

Section 4. Transition -- existing agreements. (1) A school district that has executed an agreement
with a local government pursuant to 7-15-4291 on or before [the effective date of this act] shall prepare a
transition plan.

(2) (a) The transition plan must be limited to paying contractual obligations that were incurred prior to
[the effective date of this act] when the increment was anticipated as a funding source for the contract when the
contract was executed. In order to qualify as an obligation, there must be a written signed contract meeting all
elements of 28-2-102 between a school district and a third party. Evidence of a contract does not include the
listing of a capital project on a list or plan that was created before [the effective date of this act].

(b) (i) If the obligation relates to paying bonded indebtedness, a district may utilize the remittance for the
life of the bond issue.

(ii) If the obligation relates other contracts, a district may utilize the increment to pay for the contracted
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project until the end of the contract.

(3) Forthe purpose of subsection (2), a contract does not include the agreement with a local government
pursuant to 7-15-4291.

(4) If a portion of the increment does not satisfy the conditions of subsection (2), it must be expended

according to the provisions of [sections 1 through 3].
Section 5. Effective date. [This act] is effective on passage and approval.

Section 6. Applicability. (1) Except as provided in subsection (2), [this act] applies to tax increment
financing districts created after December 31, 1979.

(2) A school district that has executed an agreement with a local government pursuant to 7-15-4291 on
or before [the effective date of this act] is subject to the provisions of [section 4].

- END -
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| hereby certify that the within bill,

HB 0114, originated in the House.

Chief Clerk of the House

Speaker of the House

Signed this day

of , 2015.

President of the Senate

Signed this day

of , 2015.
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HOUSE BILL NO. 114
INTRODUCED BY M. MILLER
BY REQUEST OF THE DEPARTMENT OF REVENUE

AN ACT CLARIFYING LAWS RELATED TO THE USAGE OF TAXINCREMENT REMITTANCES TO SCHOOL
DISTRICTS TO ENSURE A REDUCTION IN LOCAL PROPERTY TAXES,; PROVIDING A TRANSITION
SECTION FOR A SCHOOL DISTRICT WITH AN EXISTING AGREEMENT WITH A LOCAL GOVERNMENT;
PROVIDING A TIME PERIOD FOR A SCHOOL DISTRICT TO UTILIZE TAX INCREMENT REMITTANCES,;
AMENDING SECTIONS 7-15-4291, 20-9-104, AND 20-9-141, MCA; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE AND APPLICABILITY DATES.



