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AN ACT PROVIDING FOR THE ALTERATION OF DISTRICT BOUNDARIES FOR INABILITY TO ACCESS
PUBLIC SERVICES; PROVIDING FOR PETITION, PUBLIC HEARING, AND ELECTION PROCEDURES FOR
ALTERING HOSPITAL DISTRICT BOUNDARIES; PROVIDING FOR THE SHARING OF TAX COLLECTIONS
WHEN HOSPITAL DISTRICT BOUNDARIES ARE ALTERED; PROVIDING FOR RECONCILIATION
PAYMENTS BETWEEN CERTAIN SCHOOL DISTRICTS WHEN ISOLATED PUPILS ARE INVOLVED;
ESTABLISHING A PROCESS FOR A SCHOOL DISTRICT TO SEEK A RECONCILIATION PAYMENT BY
PETITIONING THE COUNTY SUPERINTENDENT AND PAYING A PROCESSING FEE; PROVIDING THAT
THE TAXABLE VALUE OF TERRITORY TRANSFERRED BETWEEN SCHOOL DISTRICTS IS SPLIT
BETWEEN THE DISTRICTS FOR A PERIOD OF 3 YEARS; PROVIDING FOR PAYMENTS BETWEEN
DISTRICTS FOLLOWING A TERRITORY TRANSFER IF A RECONCILIATION PAYMENT WAS MADE
PREVIOUSLY; PROVIDING DEFINITIONS; AMENDING SECTION 20-6-105, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE.

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

Section 1. Definitions. For the purposes of [sections 1 through 8], the following definitions apply:
(1) "Hospital district" means a district created pursuant to Title 7, chapter 34, part 21.
(2) “Inability to access public services” means the inability of a real property owner to reach public

services in the county in which the owner’s property is located due to:

(a) a physical or geographical barrier;
(b) a lack of public county or public county-maintained roads; or
(c) a lack of legal access on private roads requiring travel into an adjacent county and back into

the county in which the owner’s property is located; or

(d) access on roads that require ambulances to travel more than 60 minutes to reach the property
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when following all speed limits.

(3) “Public services” means any of the following that are offered to the general public:

(a) educational services and facilities; or

(b) hospital or emergency medical services and facilities.

4) "Qualified petitioner" means:

(a) for a petition related to a hospital district, an owner of real property located within the hospital
district:

(i) whose property is more reasonably accessible to public services headquartered in the county

seat or closest city, town, resort community, resort area, or resort area district of an adjoining county than to
public services headquartered in the county seat or closest city, town, resort community, resort area, or resort
area district of the county in which the owner's property is located, or

(ii) from whose property the owner has an inability to access public services from the county seat
or closest city, town, resort community, resort area, or resort area district of the county in which the owner’s
property is located;

(b) for a petition related to a school district, a petition described in 20-6-105.

(5) "School district” means a school district created under Title 20, chapter 6.

Section 2. Alteration of district boundaries for inaccessibility. (1) (a) A qualified petitioner may
petition for the alteration of hospital district or school district boundaries due to an inability to access public
services as provided in [sections 1 through 8].

(b) A qualified petitioner may not petition to alter hospital district boundaries under the process
provided in [sections 1 through 8] if any portion of the property identified in the petition for separation is subject
to an active petition for withdrawal of land from a hospital district under 7-34-2156.

(2) A petition for a hospital district under [sections 1 through 8] must provide for either the transfer
of property from one hospital district to an existing hospital district or for the division of the existing hospital
district as described in the petition, and must follow the procedures provided for in 7-2-2801, 7-2-2802, and

[sections 1 through 8].

(3) A petition for a school district under [sections 1 through 8] must provide for the transfer of
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property to an existing school district as described in 20-6-105.

Section 3. Public hearing on alteration of service district boundaries. (1) Within 30 days after
certification that a petition to change a hospital district boundary is sufficient as provided in [section 2], the
board of the hospital district shall provide public notice pursuant to 7-1-2121 in the affected hospital district and
in the city, town, resort community, or resort area district closest to the area impacted by the petition, and hold a
public hearing in the area proposed to be transferred from one hospital district to another. The purpose of the
public hearing is educating the public and soliciting public comment on the petition to change the hospital
district boundary.

(2) For a petition to change a school district boundary, a hearing must be held as required in 20-6-

105.

Section 4. Order for election -- registered electors entitled to vote. (1) After the public hearing
held under [section 3] for a hospital district petition, the board of county commissioners in the county in which
the hospital district is located shall order and give notice of an election to be held at the next election most
immediately following the public hearing.

(2) Only registered electors within the area proposed to be transferred to an existing hospital
district or within the area proposed to be separated from the existing hospital district may vote in the election.

(3) (a) The notice must require that the ballot contain the legal description of the proposed
boundary change, together with any descriptive name or names for the property that may be in common use.

(b) In the case of the division of an existing hospital district into two districts, the notice must
require that the ballot contain the legal descriptions for each district.

4) The election must be conducted in conformance with Title 13, chapter 1, part 4.

Section 5. Effect of election -- resolution by board of county commissioners -- sharing of tax
collections. (1) After the canvas of votes cast in an election held in accordance with [section 4], for a hospital
district petition, if more than 50% of the votes cast approve the proposed hospital district boundary change,

then the board of county commissioners shall, by resolution, declare the boundary to be changed to the new
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hospital districts as of July 1 immediately following the election. The resolution must contain the legal
description of each of the hospital districts.

(2) (a) If an existing hospital district is divided into two districts, the number of voted mills in the
existing district must be levied in each district.

(b) The voted mills must be levied in the newly separated district each year for the first 8 fiscal
years following the division in subsection (1). The newly separated district may, but is not obligated to, levy mills
pursuant to 7-34-2133.

(3) The newly separated district shall make payments to the existing hospital district in each of the
first 8 fiscal years after the effective date in subsection (1) based on a percentage of the newly separated

hospital district’s tax collections as follows:

(a) 70% of collections in the first year;

(b) 60% of collections in the second through fourth years;
(c) 40% of collections in the fifth and sixth years; and

(d) 20% of collections in the seventh and eighth years.

Section 6. Notification of boundary change. (1) Upon implementation of a hospital district or school
district boundary change under [sections 1 through 8], the county clerks and recorders in the affected county or
counties shall notify the department of administration, the department of revenue, and the secretary of state of
the boundary change.

(2) The department of revenue shall certify to the county the total taxable value within each county

and each district to account for the transfer of the property.

Section 7. Effect on hospital districts. Hospital district boundaries impacted by a change of
boundary under [sections 1 through 8] must be adjusted to ensure the affected property is relocated to the

hospital district that is accessible to the affected property or to the new hospital district created by the petition.

Section 8. Withdrawn property subject to existing indebtedness. All taxable property within a

hospital district or school district withdrawn under [sections 1 through 8] remains subject to taxation for any
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bonded indebtedness of the existing hospital district or school district as of the date the petition to alter the
hospital district or school district boundary is submitted to the same extent it would have been subject if not

withdrawn.

Section 9. Alteration of hospital district boundaries for inaccessibility. Hospital district

boundaries may be altered due to an inability to access public services as provided in [sections 1 through 8].

Section 10. Definitions. For the purposes of [sections 10 through 14] and 20-6-105, the following
definitions apply:

(1) “Advisory capacity” has the same meaning as provided in 2-15-102.

(2) "District operational levies" means property tax levies imposed on the property of a school
district in support of the school district's budgeted operations. The term includes levies for all school district
budgeted funds except the debt service fund. The term does not include countywide school levies.

(3) “Isolated pupil” means a pupil who is enrolled and admitted in a nonresident district contiguous
to the pupil’s resident school district under conditions specified in 20-5-321 and who is unable to access onsite
services of a resident school district.

(4) “Reconciliation payment” means payment provided for in [section 12] from a resident school
district to reimburse a school district of attendance for educating an isolated pupil of the resident school district.

(5) “Resident school district” means the school district where an isolated pupil maintains legal
residence as defined in 1-1-215.

(6) “School district” means a school district created under Title 20, chapter 6.

(7) “School district of attendance” means the school district in which the isolated pupil is enrolled,
admitted, and receiving onsite instruction.

(8) “Unable to access onsite services of a resident school district” means a case in which a pupil
resides in a location where, because of geographic conditions between the pupil’s home and the school that the
pupil would attend within the resident school district, it is impractical to access onsite programs in the resident
school district based on a travel time of more than 60 minutes under normal weather conditions over a publicly

owned and maintained road using the shortest passable route while complying with all applicable speed limits
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to the school the pupil would attend in the resident school district.

Section 11. Qualification for reconciliation payment -- petition to qualify. (1) A school district that
has enrolled and admitted an isolated pupil is qualified for a reconciliation payment as provided in this section
when the isolated pupil is a resident of a contiguous school district that has a taxable value of at least $100
million and a taxable value per-ANB amount that is greater than 1.5 times the taxable value per-ANB amount in
the school district of attendance.

(2) (a) On payment of a processing fee of $100 to the county superintendent of the county in which
the resident school district of an isolated pupil is located, a school district that meets the requirements of
subsection (1) may annually petition to qualify for a reconciliation payment calculated pursuant to [section 12].

(b) To qualify for a reconciliation payment in the subsequent fiscal year, the school district shall file
a petition with the county superintendent no later than June 1. The petition must include supporting evidence for
the qualification of the school district of attendance for a reconciliation payment, including the number of full-
time equivalent isolated pupils who were enrolled and admitted to the school district of attendance and
receiving onsite instruction in the current school year.

(3) (a) Upon receipt of a petition for a reconciliation payment, the county superintendent shall
undertake a reasonable inquiry to assess the validity of the petition and eligibility for the reconciliation payment.
The county superintendent shall exercise their best judgment and make a determination based on available and
credible evidence, documentation, and applicable laws and policies. The county superintendent shall afford
deference to the petitioner’s assertions, ensuring that the evaluation process remains fair, transparent, and
consistent with established criteria.

(b) The county superintendent may utilize resources and expertise from the office of public
instruction, the department of revenue, and the department of transportation to verify the credibility of the
evidence presented and to better ascertain the facts surrounding the petition.

(4) The county superintendent shall complete the inquiry and communicate the findings and
determination, including a designation of the number of full-time equivalent isolated pupils enrolled in the district
of attendance, to the petitioner and the resident school district within 30 calendar days from the date of receipt

of the petition. If further information or clarification is required to make an informed determination, the county
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superintendent may request additional documentation or engage in dialogue with the petitioner within this
timeframe.

(5) (a) An affected school district that disagrees with the county superintendent's determination
may appeal to the district court by filing a verified petition with the court clerk and serving a copy of the petition
on the county superintendent. The petition must clearly outline the objections of the school district to the basis
of the county superintendent's determination and the objective criteria set forth in [sections 10 through 14].

(b) Filing and serving the petition stays the county superintendent's decision until the court reaches
a final determination on the matter. The court shall schedule a hearing at the earliest possible convenience.
The court shall review the record and determine whether the county superintendent's decision constituted an
abuse of discretion. The proceedings must be summary and informal, and the court's decision must be

considered final.

Section 12. Proportional reconciliation of taxable valuation -- reimbursement for isolated
pupils. (1) The resident school district shall impose a levy and make a reconciliation payment to the school
district of attendance as calculated in this section when a petition under [section 11] has been granted to a
school district of attendance by the applicable county superintendent.

(2) Following approval of the petition and not later than the first Tuesday in September, the school
district of attendance shall notify the resident school district of the mills budgeted to be imposed by the school
district of attendance for district operational levies pursuant to its final budget adopted in compliance with 20-9-
131.

(3) The resident school district shall calculate and impose levies on all of its taxable value sufficient
to generate the amount of the reconciliation payment. The reconciliation payment must be incorporated into the
tuition budget of the district of residence. The amount of the reconciliation payment must be calculated by:

(a) multiplying the number of full-time equivalent isolated pupils of the resident school district in the
prior year as approved by the county superintendent pursuant to [section 11(4)] by the mill value per-ANB
amount determined pursuant to subsection (4); and

(b) multiplying the result of subsection (3)(a) by the number of mills reported by the district of

attendance under subsection (2).
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(4) The mill value per-ANB amount for the resident school district under subsection (3)(a) must be
calculated by the office of public instruction and reported by May 1 with the information required in 20-9-
369(1)(a) to the resident school district and to the school district of attendance based on the certified taxable
value of the resident school district for the prior school fiscal year divided by the resident school district’s
budgeted ANB in the prior school fiscal year.

(5) Revenue generated from the reconciliation payment levy imposed on the resident school
district pursuant to subsection (4) must be deposited in the tuition fund of the resident school district and used
solely for reconciliation payments to the district of attendance.

(6) By December 31, the resident school district shall pay at least one-half of the reconciliation
payment provided for in this section to the school district of attendance. The remaining obligation must be paid
by June 15 of the same fiscal year.

(7) Upon receipt of the reconciliation payment, a school district of attendance shall deposit the

payment in the school district’s flexibility fund or any other budgeted funds in the discretion of the trustees.

Section 13. Advisory council. (1) A school district with an enrollment of isolated pupils comprising
5% or more of its budgeted ANB shall establish an advisory council dedicated to fostering open dialogue and
collaboration on matters that impact isolated pupils and other nonresident pupils from the areas in which
isolated pupils reside. The council shall serve in an advisory capacity as a vital forum for listening to and voicing
the concerns and insights of parents, guardians, and community members regarding the educational
experiences of isolated pupils.

(2) The board of trustees of the district of attendance shall appoint members to the advisory
council following a public notice process that invites community participation and expressions of interest. The
size of the council, the terms of service, and specific responsibilities must be outlined by district policy. A
maijority of the council's members must be parents or legal guardians of isolated pupils. The board may appoint
other stakeholders at its discretion.

(3) The agenda for regular meetings of the board may include, at the council's request, a

dedicated item for a report from the advisory council.
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Section 14. Section 20-6-105, MCA, is amended to read:

"20-6-105. Transfer of territory from one district to another -- hearing on effects of proposed
transfer -- burden of proof -- standard of proof -- appeal to district court. (1) {&) Except as provided in 20-
6-214, 20-6-215, 20-6-308, and 20-6-322, and-subsections-{(1){b)-and-{(1}{c)-of this-section;-a petition to transfer
territory from one school district to another may be presented to the county superintendent if:

{)a) the petition is signed by 60% of the registered electors qualified to vote at general elections in
the territory proposed for transfer;

{h(b) the territory to be transferred is contiguous to the district to which it is to be attached, includes
taxable property, and has school-age children living in it;

{iiy(c) the territory to be transferred is not located within 3 miles, over the shortest practicable route, of
an operating school in the district from which it is to be transferred; and

{M)(d) the board of trustees of the school district that would receive the territory has approved the
proposed transfer by a resolution adopted by a majority of the members of the board of trustees at a meeting

for which proper notice was given.

(2) Once a petition to transfer territory has been filed, an additional petition to transfer that territory

may not be filed for 4-years 1 full fiscal year unless the county superintendents have agreed in writing.
(3) The petition for a transfer of territory must be delivered to the county superintendent and must:
(a) provide a legal description of the territory that is requested to be transferred and a description

of the district to which the territory is to be transferred;

(b) state the reasons why the transfer is requested; and
(c) state the number of school-age children residing in the territory.
(4) If both the trustees of the receiving and transferring school districts have approved the

proposed territory transfer in writing, the county superintendent shall grant the transfer.

(5) For any petition that meets the criteria specified in subsection (1) and contains the information
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required by subsection (3) but that has not been approved in writing by the board of trustees of the school
district that would transfer the territory, the county superintendent shall:

(a) not more than 40 days after receipt of the petition, set a place, date, and time for a hearing to
consider the petition; and

(b) give notice of the place, date, and time of the hearing. The notice must be posted in the
districts affected by the petition for the transfer of territory in the manner prescribed in this title for notices for
school elections, with at least one notice posted in the territory to be transferred. Notice must also be delivered
to the board of trustees of the school district from which the territory is to be transferred.

(6) The county superintendent shall conduct a hearing as scheduled, and any resident, taxpayer,
or representative of the receiving or transferring district must, upon request, be heard. At the hearing, the
petitioners have the initial burden of presenting evidence on the proposed transfer's effect on:

(a) the educational opportunity for the students in the receiving and transferring districts, including

but not limited to:

(i) class size;

(i) ability to maintain demographic diversity;

(iii) local control;

(iv) parental involvement; and

(v) the capability of the receiving district to provide educational services;
(b) student transportation, including but not limited to:

(i) safety;

(ii) cost; and

(iii) travel time of students; and

(iv) whether there are isolated pupils in the territory proposed for transfer;

(c) the economic viability of the proposed new districts, including but not limited to:

(i) the existence of a significant burden on:

(A) if the transfer is approved, the taxpayers of the district from which the territory will be
transferred; or

(B) if the transfer is rejected, the taxpayers of the district to which the territory is to be transferred;
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(ii) the significance of any loss in state funding for the students in both the receiving and
transferring districts;

(iii) the viability of the future bonding capacity of the receiving and transferring districts, including
but not limited to the ability of the receiving district and the transferring district to meet minimum bonding
requirements;

(iv) the ability of the receiving district and the transferring district to maintain sufficient reserves;
and

(v) the cumulative effect of other transfers of territory out of the district in the previous 8 years on
the taxable value of the district from which the territory is to be transferred. In cases where the cumulative effect
of other transfers of territory out of the district in the previous 8 years is equal to or greater than 25% of the

district's taxable value, the following additional factors must be considered and weighed in the decision:

(A) the district's rate of passage of discretional levies placed before the voters over the previous 8
years;

(B) the district's reduction or elimination of instructional staff or programs over the previous 8
years; and

(©) any increase in district taxes over the previous 8 years and the likely increase in district taxes if

the transfer is granted.

(7) After receiving evidence from both the proponents and opponents of the proposed territory
transfer on the effects described in subsection (6), the county superintendent shall, within 30 days after the
hearing, issue findings of fact, conclusions of law, and an order.

(8) If, based on a preponderance of the evidence, the county superintendent determines that the
evidence on the effects described in subsection (6) supports a conclusion that a transfer of the territory is in the
best and collective interest of students in the receiving and transferring districts and does not negatively impact
the ability of the districts to serve those students, the county superintendent shall grant the transfer. If the
county superintendent determines that, based on a preponderance of the evidence presented at the hearing, a
transfer of the territory is not in the best and collective interest of students in the receiving and transferring
districts and will negatively impact the ability of the districts to serve those students, the county superintendent

shall deny the territory transfer.
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(9) The decision of the county superintendent is final 30 days after the date of the decision unless
it is appealed to the district court by a resident, taxpayer, or representative of either district affected by the
petitioned territory transfer. The county superintendent's decision must be upheld unless the court finds that the
county superintendent's decision constituted an abuse of discretion under this section. The county

superintendent shall notify the department of revenue of the approval of a petition to transfer territory from one

school district to another.

(10)  Whenever a petition to transfer territory from one district to another district creates a joint
district or affects the boundary of an existing joint district, the petition to transfer territory must be delivered to
the county superintendent of the county in which the territory proposed to be transferred is located. The county
superintendent shall notify any other county superintendents of counties with districts affected by the petition,
and the duties prescribed in this section for the county superintendent must be performed jointly. If the number
of county superintendents involved is an even number, the county superintendents shall jointly appoint an
additional county superintendent from an unaffected county to join them in conducting the hearing required in
subsection (6) and in issuing the decision required in subsection (8). The decision issued under subsection (8)
must be made by a majority of the county superintendents.

(11) A petition seeking to transfer territory out of or into a K-12 district must propose the transfer of
territory for both elementary and high school purposes. In the case of a proposed transfer out of or into a K-12
district, a petition that fails to propose the transfer of territory for both elementary and high school purposes is
invalid for the purposes of this section.

(12) If a petition to transfer territory is granted under this section, for the 3 years immediately

following the transfer:

(a) the taxable value of territory transferred must be divided equally between the school district

from which the territory was transferred and the school district to which the property was transferred;

(b) when certifying taxable values pursuant to 15-10-202, the department of revenue shall include

half of the certified value of the transferred territory in each school district's certified taxable value;

(c) each school district shall calculate the mills required for its district operational levies, as defined

in [section 10], based on the certified taxable value provided under subsection (12)(b); and

(d) when levying taxes for district operational levies pursuant to 20-9-142, the county
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commissioners shall fix and levy one-half of the number of mills for each district's operational levies on the full

taxable value of all property within the transferred territory.

(13) (a) When a petition to transfer territory has been granted for a school district that has paid a

reconciliation payment to another school district under [section 12]:

(i) the school district to which the territory has been transferred shall budget and impose a levy for

3 consecutive years following the transfer to generate revenue equal to the most recent reconciliation payment

it received from the district from which the territory has been transferred; and

(i) the school district imposing the levy shall deposit the revenue in its tuition fund and pay the

district from which the territory was transferred an amount equal to the revenue raised in subsection (13)(a)(i)

for 3 consecutive years following the transfer, with at least half of the annual payment made by December 31

and the remainder by June 15 of the same fiscal year.

(b) The district from which the territory is transferred shall deposit the received payment in its

flexibility fund or allocate it among its budgeted funds as determined by the trustees."

Section 15. Codification instruction. (1) [Sections 1 through 8] are intended to be codified as an
integral part of Title 7, chapter 2, and the provisions of Title 7, chapter 2, apply to [sections 1 through 8].

(2) [Section 9] is intended to be codified as an integral part of Title 7, chapter 34, part 21, and the
provisions of Title 7, chapter 34, part 21, apply to [section 9].

(3) [Sections 10 through 13] are intended to be codified as an integral part of Title 20, chapter 6,

part 1, and the provisions of Title 20, chapter 6, part 1, apply to [sections 10 through 13].

Section 16. Severability. If a part of [this act] is invalid, all valid parts that are severable from the
invalid part remain in effect. If a part of [this act] is invalid in one or more of its applications, the part remains in

effect in all valid applications that are severable from the invalid applications.

Section 17. Effective date. [This act] is effective on passage and approval.

Section 18. Applicability. [Sections 10 through 14] apply to school years beginning on or after July
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AN ACT PROVIDING FOR THE ALTERATION OF DISTRICT BOUNDARIES FOR INABILITY TO ACCESS
PUBLIC SERVICES; PROVIDING FOR PETITION, PUBLIC HEARING, AND ELECTION PROCEDURES FOR
ALTERING HOSPITAL DISTRICT BOUNDARIES; PROVIDING FOR THE SHARING OF TAX COLLECTIONS
WHEN HOSPITAL DISTRICT BOUNDARIES ARE ALTERED; PROVIDING FOR RECONCILIATION
PAYMENTS BETWEEN CERTAIN SCHOOL DISTRICTS WHEN ISOLATED PUPILS ARE INVOLVED;
ESTABLISHING A PROCESS FOR A SCHOOL DISTRICT TO SEEK A RECONCILIATION PAYMENT BY
PETITIONING THE COUNTY SUPERINTENDENT AND PAYING A PROCESSING FEE; PROVIDING THAT
THE TAXABLE VALUE OF TERRITORY TRANSFERRED BETWEEN SCHOOL DISTRICTS IS SPLIT
BETWEEN THE DISTRICTS FOR A PERIOD OF 3 YEARS; PROVIDING FOR PAYMENTS BETWEEN
DISTRICTS FOLLOWING A TERRITORY TRANSFER IF A RECONCILIATION PAYMENT WAS MADE
PREVIOUSLY; PROVIDING DEFINITIONS; AMENDING SECTION 20-6-105, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE.



