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For more information on this program, see the U.S. Forest Service’s website at http://www.fs.fed.us/srs/  and MACo’s website at http://maco.cog.mt.us/ (click on “Resources” tab, then scroll down to “Federal Resources for Counties”).

I.
PROGRAM OBJECTIVES:
The objective is to share receipts from National Forests with the States in which the National Forests are situated.  The funds are to be used for the benefit of public schools and public roads of the county or counties in which the National Forest is situated.  An additional objective, related to Public Law 106-393, the “Secure Rural Schools and Community Self-Determination Act of 2000”, (as reauthorized by PL 110-343, PL 112-141, & PL113-40), is to improve management of public lands and waters.
II.
PROGRAM PROCEDURES:

Fees are collected for timber harvesting, as well as for minerals and land use on National Forests.  Prior to July 1, 2001, 25% of these revenues were distributed by the U. S. Department of Agriculture to the State in which the National Forest was located under the Forest Reserve program (16 U.S.C. 500).  

Public Law 106-393, the “Secure Rural Schools and Community Self-Determination Act of 2000” (“the Act”) was enacted to provide transitional assistance to rural counties affected by the decline in revenue from timber harvests on federal lands.  The Act was amended and reauthorized in October 2008 through Public Law 110-343 (Sec. 601), and the 2009 Montana Legislature adopted legislation to address the provisions of PL 110-343 (MCA 17-3-213).  The Act was again reauthorized in July 2012 (PL 112-141) for federal fiscal year (FFY) 2012 and in October 2013 (PL 113-140), for FFY2013.  

II.
PROGRAM PROCEDURES - continued:

Annually, each county must elect to receive either a share of the State’s “25% Payment” or a share of the “State Payment”.  [To assist counties in making informed decisions, the Projected State Payments and Estimated 25-percent payments for each affected county is published on the Forest Service Secure Rural Schools Act website at

http://www.fs.usda.gov/main/pts/securepayments/projectedpayments] 
(  “25% Payment”:  Since 2008, this payment has been based on a 7-year rolling average of national forest receipts, distributed among the counties in which the national forest is situated in proportion to acreage of national forest in the affected counties. 

(
“State Payment”:  The Secure Rural Schools Act State Payment (“State Payment”) calculation is discussed at:  http://www.fs.usda.gov/main/pts/securepayments/calculatingpayments
The county share of the “State Payment” must be allocated to be used for public schools and roads (commonly called Title I funds), Title II special projects on national forests, and Title III county funds.   
Title I & Title III:  The U.S. Forest Service (acting on behalf of the U.S. Department of Agriculture) remits to the State Department of Administration (DOA) the sum of the amounts elected by the counties, and the DOA then distributes the monies to the counties.  This distribution of Title I and Title III monies is made once a year, in December or January.  The distribution is generally made by the DOA on the same day that the monies are received by the U.S. Forest Service, so that no interest accrues prior to the distribution.  The counties are required to document their receipt of the funds by submitting a copy of their A-101 receipt to the DOA.

Title II:  Title II project funding does not pass through the State DOA but, instead, is transferred directly from the U.S. Department of Agriculture to the counties. In the case of Title II projects that are to be completed in a single year, the total project amount is transferred.  In the case of a multi-year Title II project, only the amount to be used in one fiscal year will be transferred.  
For a listing of Title I, Title II and Title III payments by county go to http://maco.cog.mt.us/ for MACo’s worksheet – select Federal Forest Reserve Payments from “Recent Resources” in the right-hand side-bar.

See also http://www.fs.fed.us/srs/  and select the “Annual Payment Information” link from the right-hand side-bar. 
For a discussion of the relationship between PILT funding and this funding, go to: http://www.fs.usda.gov/main/pts/securepayments/faqs  
III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
1.
COUNTY ELECTIONS
(
Counties must elect to receive either (a) a share of the State’s “25 % Payment”, OR (b) a share of the “State Payment”.  (Note:  Since 2008, Carbon County and Lake County have tended to elect the “25% Payment”, while all other counties have tended to elect the “State Payment”).  Each county must communicate its election to the Governor’s Office of Budget and Program Planning.  
(
Since PL 112-141 (FFY2012):  If counties fail to make their election by the specified date, the county shall be considered to have elected to receive a share of the “State” payment.  

(
If the county elects the “State payment”, it must also elect an allocation of Title I, Title II and Title III funding.  (See “Allocation Guidelines”, below, in Requirement #3.)  The Governor’s Office of BPP then transmits the elections to the U.S. Forest Service (acting on behalf of the Secretary of Agriculture).  For FFY2013 payments, the counties’ elections must be transmitted to the Forest Service by December 31, 2013.  

(
FFY2012 payments were distributed to the counties by the State in January 2013.  FFY2013 payments are anticipated to be distributed to the counties by the State in March 2014.
2.
COUNTIES ELECTING TO RECEIVE THE “25% PAYMENT” (i.e., Title I – Public Roads and Schools)
(
If a county elects to receive the 25% payment, all Forest Reserve funds received must be distributed as follows:
a.
66 2/3% to county road fund  (BARS Fund #2110) (But see below for counties with special road districts)
b.
33 1/3% to the following countywide school levies, based on the proportion that the mill levy of each fund bears to the total number of mills for all the funds:

(
county equalization for elementary schools provided for in 20-9-331, MCA  (BARS Fund #7530)

(
county equalization for high schools provided for in 20-9-333, MCA  (BARS Fund #7532)

(
county transportation fund provided for in 20-10-146, MCA  (BARS Fund #7820)

(
elementary and high school retirement funds provided for in 20-9-501, MCA  (BARS Funds #7840 & #7830, respectively)
(MCA 17-3-213(2), (5) & (6))

NOTE:  The information on MACO’s website (see link above) also includes a worksheet that may used to calculate the correct allocation of the 25% payment.
III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:

2.
COUNTIES ELECTING TO RECEIVE THE “25% PAYMENT” - continued

(
Use of Road Fund Moneys:  The portion of the Forest Reserve moneys retained by the county government itself is required to be deposited to the county road fund.  The county road fund shall only be used for the construction, repair, and maintenance of all public highways within the boundaries of the county that are outside the corporate limits of any city or town and that are not either state or federal highways.  (MCA 7-14-2513)

(
Special Road Districts:  If the county has special road districts created under MCA 7-14-2121, the commissioners shall  distribute a proportionate share of the 66 2/3% distributed under MCA 17-3-213(5) for the road fund to the special road districts.  The allocation to each district should be based on the percentage that the total area of the road district bears to the total area of the entire county.  (MCA 17-3-213(7))

Suggested Audit Procedures for Requirement #2, above
(
Test the county's distribution of each annual payment to verify that the money was allocated 66 2/3% to the county road fund and 33 1/3% to the countywide school levied funds listed above.

(
Test the distribution to the countywide school levied funds noted above to verify that the 33 1/3% was allocated based on the proportion that the mill levy of each fund bears to the total number of mills for all the funds.

(
As part of the testing of road fund expenditures, determine that road fund expenditures are made for only those purposes allowed by State law.
(
If the county has special road districts, determine the total area of the entire county and the area of each special road district.  Test to verify that the 66 2/3% portion of the annual payment was distributed to the special road districts within the county and the county road fund based on the percentage that the total area of the road district bears to the total area of the entire county.

III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:

3.
COUNTIES ELECTING TO RECEIVE A SHARE OF THE STATE PAYMENT – REQUIRED ALLOCATIONS
(
Allocation Guidelines:  The payment should be allocated as follows, based on the amount of the State Payment that the county receives:

√
$100,000 or less (“minor distribution”):  If the county share of the State payment is $100,000 or less, the county may elect to  use 100% of its share for public roads and schools under Title I  (See Requirement #2, above). The county also may opt to allocate its share in the same manner as a county with a share that is $350,000 or greater (as described below).

(
A county that receives a minor distribution that fails to elect to allocate its payment shall be considered to have elected to expend 80% of the State payment for public schools and roads (i.e., Title I), and the remaining 20% will be available to the Forest Service to carryout projects in the county to further the purposes of Title II (see below).
An eligible county that elects to receive a share of the State payment that is more than $100,000 is required to allocate at least 15-percent but no more than 20-percent of its share to Title II projects, Title III projects, or both, or return the funds to the Federal government. An eligible county that receives a share of the State payment of $350,000 or more has additional restrictions. The following is a summary of the allocations guidelines.
√
$100,001 -- $349,999:  If the county share of the State payment is more than $100,000 but less than $350,000, the county must allocate 15-percent to 20-percent of its share to Title II, Title III, or a combination of both. The total percentage allocated to Title II and/or Title III must be no less than 15 percent and no greater than 20 percent. The county also may opt to return its allocation, in whole or part, to the Federal Government.
√
$350,000 or greater:  If the county share of the State Payment is $350,000 or greater, the county must allocate 15% to 20%  of its share to Title II, Title III, or a combination of both, except that the allocation for Title III projects may not exceed 7 percent. The total percentage allocated to Title II and Title III combined must be no less than 15 percent and no greater than 20 percent. The county also may opt to return its allocation, in whole or part, to the Federal Government.
III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
3.
COUNTIES ELECTING TO RECEIVE A SHARE OF THE STATE PAYMENT – REQUIRED ALLOCATIONS - continued

Suggested Audit Procedure For Requirement #3, above
(
Determine what allocation the county has selected for its share of the State Payment.  (See internet links, above, to determine the allocation selected.)  Verify that the county’s treatment of the various allocations is in compliance with Requirement #4 (Title II) and Requirement #5 (Title III), below.
(
For the 80% to 85% portion of the payment that is allocated to Title I, see the suggested audit procedures under Requirement #2, above.

4.
TITLE II (“SPECIAL PROJECTS”)
(
Special Reserved Account:  Title II Project funds are not disbursed to the counties, but instead are deposited and reserved in a special account in the US Treasury until funds are needed by the counties.

(
Resource Advisory Committees (RACs):  A county must submit its Title II project proposals to a resource advisory committee (RAC).  Each RAC consists of 15 people representing varied interests and areas of expertise who work collaboratively with among community members and national forest personnel.  The RAC reviews the projects proposed by counties, and submits the proposed projects to the Secretary of Agriculture who, in turn, approves or rejects projects.  The RAC provides frequent opportunities for citizens, organizations, tribes, land management agencies, and other interested parties to participate in Title II project development.  The RAC also monitors implementation of the approved projects, and makes recommendations for appropriate changes.  All meetings of the RAC must be announced at least one week in advance in a local newspaper of record and must be open to the public.  Records of the RAC meetings must be made available for public inspection.  

(
Allowable Uses:  Title II project monies may be used solely for the purpose of entering into and implementing cooperative agreements with willing Federal agencies, State and local governments, private and nonprofit entities, and landowners for protection, restoration and enhancement of fish and wildlife habitat, and other resource objectives consistent with the purposes of the Act on Federal lands and on non-Federal lands where projects would benefit these resources on Federal land.  A project must improve the maintenance of existing infrastructure, implement stewardship objectives that enhance forest ecosystems, and restore and improve land health and water quality to be considered for approval.

III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
4.
TITLE II (“SPECIAL PROJECTS”) - continued

√
The Secretary of Agriculture shall ensure that at least 50% of all Title II funds are used for projects that are primarily dedicated to:  (1) Road maintenance, decommissioning, or obliteration; or (2) Restoration of streams and watershed.  Types of allowable projects include:

a.
Road, trail and infrastructure maintenance or obliteration;

b.
Soil productivity improvement;

c.
Improvements in forest ecosystem health;

d.
Watershed restoration and maintenance;

e.
Restoration, maintenance and improvement of wildlife and fish habitat;

f.
Control of noxious or exotic weeds; and

g.
Reestablishment of native species.

(
Title II project funds may also be used to pay for an environmental review, consultation, or compliance with applicable environmental laws required in connection with the project.  (PL 110-343, Section 204(b))
(
Termination:
√
FFY2008 – FFY2012 Funds:  The deadline to obligate FFY 2008 – FFY 2012 Title II funds is extended to September 30, 2014.
  √
FFY2013 Funds: The deadline to initiate and obligate FFY2013 funds for Title II projects is September 30, 2014.  A project is considered to be initiated when a RAC recommends the project to the Forest Service. The recommendation is documented in the committee’s meeting minutes.
5.
TITLE III (“COUNTY” FUNDS) – Should Use BARS Fund #2902
(
Allowable Uses of Title III funds:  
1.
To carry out activities under the Firewise Communities program to provide to homeowners in fire-sensitive ecosystems education on, and assistance with implementing, techniques in home siting, home construction, and home landscaping that can increase the protection of people and property from wildfires;
2.
To reimburse the county for search and rescue and other emergency series, including firefighting, that are performed on Federal land after the date on which the use was approved (i.e., public comment period – see below); and

3.
To develop community wildfire protection plans in coordination with the Secretary of Agriculture.
III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
5.
TITLE III (“COUNTY” FUNDS) – continued
(
Public Comment Period:  County funds can be used for the allowable Title III purposes (above), only after a 45-day public comment period, at the beginning of which the county shall publish the proposed use of the county funds, and submit the proposal to any RAC established for the county.  (See Requirement #4, above, for discussion of RAC’s.)

(
Certification:  By February 1, the county shall submit to the Secretary of Agriculture a certification that the county funds (Title III) expended in the previous year have been used for the uses authorized under the Act, including a description of the amounts expended and the uses for which the amounts were expended.

√
Situations in Which Certification Not Required:  Certification, as discussed above, is not required for the following:

1.
Counties that received and expended funds (“carryover funds”) under the previous Act, PL 106-393, are not required to certify expenditures authorized under the previous Act.
2.
Counties that have not received any Title III funds are not required to submit a certification.
3.
Counties that received Title III funds under the reauthorized Act but have not expended any Title III funds are not required to submit a certification until February 1 of the year following the year in which the expenditures were made.
4.
If projects authorized under Title III are funded in part or full by other funds, counties are not required to certify the expenditures of funds from other sources.  Counties are only required to certify the expenditures of Title III funds.

√
Certification Form:  The certification form (Form OMB 596-0220) can be found at the US Forest Service website (see above).  
(
Termination:
 √
PL 112-141:  The deadline for a county to initiate and obligate Title III projects is September 30, 2014 – this applies to projects using FFY 2008 – FFY 2012 funds as well as those for FFY 2013 funding.
III.
COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
5.
TITLE III PROJECTS – continued
(
Documentation of Initiation:  A county’s initiation of a Title III project must be documented.  A project may be considered to be initiated at a point in time before the county publishes its intention to use Title III funds for an authorized project in a publication of local record (see Public Comment Period, above).  The Forest Service recommends that the county document this initiation in the meeting minutes of the board of county commissioners.

(
Documentation of Obligation:  The Forest Service recommends that a county’s procedure for and documentation of its obligation of Title III funds be consistent with its procedures to obligate funds from other Federal sources.
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