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School district general fund (GF) budgets recently hit the $1 billion mark statewide. While state
funding and local property taxes make up the lion’s share of GF revenues (nearly 93% in FY

2016) nonlevy revenues have fluctuated between 6-7% of GF revenues over the last decade and
generated about $73 million for GF budgets statewide in FY 2016—see chart and table below.

This brief will provide a quick introduction to nonlevy revenues.
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http://gems.opi.mt.gov/SchoolFinance/Pages/GeneralFundRecap.aspx

While no clear statutory definition of nonlevy revenue exists, 20-9-141(1)(b), MCA, requires
that districts, in calculating their GF net levy requirements to:
(b) Determine the money available for the reduction of the property tax on the district for
the general fund by totaling:

104;

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

(i) anticipated oil and natural gas production taxes;

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

(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. [TIF remittances]

Fund balance reappropriated is accounted for separately as shown on the chart on page 1. For FY
2015, nonlevy revenue allocated to districts’ general funds totaled $76.6 million; the table below
shows the specific source of the majority of this revenue (bolded sources above), the number of
districts utilizing each source, the range of revenue amounts generated, and the statewide total.*

Nonlevy revenue source # of districts Low High Total (millions)
Interest earnings 374 $3 $100,000 $0.8
Coal gross proceeds 9 $22,000 $860,000 $2.3
O&G production taxes 103 $1 $1,800,000 $12.5
HB 124 GF block grants 411 $27 $3,800,000 $54.4
HB 124 Combined Fund block grants 78 $35 $60,000 $0.5
SB 96 GF block grants 399 $13 $230,000 $3.2
SB 96 Combined Fund block grants 61 $9 $10,000 $0.1
Total $73.8

Apart from interest earnings, these nonlevy revenue sources are distributed by the state and are
not calculated as part of the “state share”. It may help to think of them as formerly local sources
of nonlevy revenue, as they all reflect legislative changes in taxation and revenue flow that in
effect diverted local revenue streams, brought them into the state, and rechanneled them back to
the districts through various reimbursement mechanisms. These reimbursements are generally
based on the amount of revenue previously received by the district and developed over the years
to mitigate impacts on local school district taxpayers.

Prior to HB 28, the major school finance reform bill of the 1989 special session, coal and oil and
natural gas were part of a district’s property tax base. The coal gross proceeds and oil and natural
gas production tax distributions are reimbursements for their removal from the property tax base.
HB 124 (2001; commonly referred to as “the Big Bill”’) brought a number of taxes and fees
formerly collected and distributed to school districts by counties to the state and created the
block grants under 20-9-630, MCA, as reimbursements. SB 96 (2013) lowered the business
equipment tax and added an additional reimbursement amount to the block grants. There are
block grants dedicated to the district general fund and to the district transportation fund. A
separate combined fund block grant may be allocated to any budgeted fund by the district
trustees. Each session the legislature appropriates these block grants from the state general fund
in House Bill No. 2.

! Numbers rounded and taken from OPIREV15 ¢l0170 6069pcdb.docx
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