Call to Order:

MINUTES

MONTANA SENATE

53rd LEGISLATURE - REGULAR SESSION

SELECT COMMITTEE ON SCHOOL FINANCE

8:00 a.m.

ROLL CALL

Members Present:

Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.
Sen.

Mike Halligan, Chair (D)
Chet Blaylock, Vice Chair (D)
John Brenden (R)

Bob Brown (R)

Steve Doherty (D)
Dorothy Eck (D)

Harry Fritz (D)

Delwyn Gage (R)

Lorents Grosfield (R)
John Harp (R)

John Hertel (R)

Spook Stang (D)

Tom Towe (D)

Fred Van Valkenburg (D)
Mignon Waterman (D)
Bill Wilson (D)

Bill Yellowtail (D)

Members Excused: None.

Members Absent: Sen. Daryl Toews (R)

staff Present:

Please Note:

Committee Business Summary:

Hearing: SB 432

Executive Action: None.

Jeff Martin, Legislative Council
Eddye McClure, Legislative Council
Bonnie Stark, Committee Secretary

These are summary minutes.
discussion are paraphrased and condensed.

By Chairman Mike Halligan, on March 22, 1993, at

Testimony and
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HEARING ON SB 432

Opening Statement by Sponsor:

Senator Tom Towe, Senate District #46, presented SB 432,
which is a bill to equalize school funding and budgeting
throughout Montana. One of the purposes of this comprehensive
equalization bill is to simplify the school foundation program.
Senator Towe distributed Exhibit No. 1 to these minutes and
discussed the current law relating to School District Funds. He
said equalization currently takes place mainly in the 55-County
Mills Foundation Program, with a small amount in the Retirement
Fund and Permissive Budget Amount. There is currently no
equalization in the school Voted Budget, Non-levy Revenue,
Special Education, Tuition Fund, Bus Depreciation Fund, Building
Reserve Fund, and Building Fund. He said there is a small amount
of equalization in the amount the counties contribute toward the
Transportation Fund.

Senator Towe said SB 432 will accomplish equalization by
taking almost all of these funds and putting them into one fund,
and equalizing them. The principle is that if a School District
needs more money than they receive from the Foundation Program,
the amount needed is determined, and every School District in the
state will receive the same additional amount. The average
state-wide elementary levy is $27 per student per mill, and the
high school levy is $68 per student per mill. SB 432 allows for
a School District to ask their County Treasurer to levy according
to the $27 or $68 figure, the funds would be paid to the State
Foundation Program, and the funds would be released from the
State through Power-equalization.

There is local control on these funds; the State doesn’t
mandate the funds. Most of the budget amendment authorization
requirements are eliminated; i.e., if the school district wants
to amend their budget, they don’t have to come to the State
Superintendent’s office for approval, except where the Permissive
Levy will be affected.

Proponents’ Testimony:

Nancy Keenan, State Superintendent of Schools, spoke in
favor of SB 432. She said this Committee may want to consider
portions of SB 432 and portions of HB 667, a similar bill which
will be coming before this Committee soon, in an effort to truly
equalize and address the needs of schools across the state of
Montana. The purpose of the background work which led to SB 432
has been to get the State of Montana out of Court and address the
needs of our school districts and school children across the
state, and which will be adopted by both houses.

Ms. Keenan reviewed the main components of SB 432 and the
changes from the Current Law to the proposed New General Fund.
She said with the study of equalization, they wanted to simplify
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the school budgeting and accounting procedures. This was done by
combining the existing General Fund, and Retirement, Tuition, and
Transportation funds, into a New General Fund. This increases
the Foundation Program Schedules to include payment for
Retirement expenditures. Ms. Keenan said Power-equalization does
the same thing as caps. The school districts that are generating
more revenue, who budget and spend more per pupil, will have to
send more funds into the State.

Superintendent Keenan said that if this Committee decides to
put caps back into SB 432, the Retirement and Transportation
funds will have to be pulled out because neither of these funds
have caps at present.

Ms. Keenan said SB 432 will eliminate the County School
District Retirement Fund and mill levy; it guarantees that every
school district will raise 100% on the state-wide average per
pupil from its mill levy. She said 95% of the students in the
state live in districts that are eligible for guaranteed tax base
aid under SB 432. This bill also raises the County Equalization
Mill Levy from 55 to 78 mills to fund retirement expenditures in
the General Fund. There will be mill levy increases in 291
districts, and mill levy decreases in 232 districts.

In the event a state-wide sales tax is adopted, the revenue
would come from the sales tax instead of the additional county
equalization levies proposed in SB 432.

Ms. Keenan said SB 432 will continue to fund Special
Education from the District General Fund, and SB 432 addresses
tuition structuring.

Madalyn Quinlan, Office of Public Instruction (OPI),
presented Exhibit No. 2 to these minutes, and reviewed further
information contained in Exhibit No. 1. She gave examples of
inequities in the existing system due to lack of equalization of
non-levied revenues. Ms. Quinlan said, under the existing
system, we have a General Fund, funded by a Foundation Program
Schedule with a 55-mill levy, levied by each county, plus State
Equalization Aid which is a 40-mill levy state-wide, for a total
of 95 property tax mills levied for School Equalization. Also
part of the School Foundation Program is Special Education
Allowable Costs each district receives from the state. School
districts can levy a Permissive Budget without a vote of the
people for 35% above the Foundation Program Amount. Each
District is guaranteed that it can raise $18 per elementary
student, and $46 per mill per high school student. The Voted
Budget is 104% of the previous year’s budget, and can be added to
by a vote of the people. Ms. Quinlan said the Tuition Fund is
funded strictly through the Permissive Levy; no state money goes
into that fund. The Transportation Fund is first funded with On-
Scheduled Costs, which is 85 cents per bus mile; half is raised
at the county level and half comes from the District through a
State reimbursement. The Bus Depreciation Fund is funded with
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District Levies; the Building Reserve Fund requires a vote, and
is to approve specific projects within the District that deal
with capital outlay; the Building Fund is the fund to which
Districts deposit bond proceeds. No property tax dollars go into
the Building Fund. ‘

Kathy Fabiano, Fiscal Operations Supervisor, OPI, explained
how school finance will work under SB 432 as compared to the
current law. She reviewed page 7 of Exhibit No. 1, saying the
School District Funds for Building Fund and Building Reserve Fund
will become the Capital Projects Fund. The new Bus Purchase
Fund, a budgeted fund, will be used whenever a District is going
to purchase a new bus or replace an existing bus; it is also
used for purchases of equipment they may want to add to a bus,
such as a camcorder or two-way radios. These expenditures are
currently paid for by the Bus Depreciation Fund, and the
Transportation Fund in some Districts. The Bus Purchase Fund is
‘a Permissive Levy, not a Voted Levy.

Ms. Fabiano said the Impact Aid Fund has been created for
P.L. 81-874 Monies in SB 432. A recent communication received
from the Department of Education said a District cannot reduce a
mill levy that is subsidized by the State by using 874 funds in
place of levying those mills; in other words, a District cannot
choose to forego state guaranteed tax base aid by using 874 funds
instead of levying the necessary mills. Creating this new fund
will keep the 874 monies separated completely. This is a non-
budgeted fund.

The New General Fund, according to Ms. Fabiano, is comprised
of the existing Transportation Fund, Tuition Fund, Retirement
Fund, and General Fund. Three insignificant funds, the
Compensated Absence Fund used by 150 Districts, the Metal Mine
Impact Fund, and the State Metal Mining Tax Reserve Fund, will
also go into the New General Fund. The first source of funding
for the New General Fund is an entitlement for the Foundation
Program, an entitlement for Special Education, and an entitlement
for Transportation On-Schedule Costs. The current Retirement
Fund has been included in the new Foundation Program Schedules.
The Retirement Fund is funded by an increase in the County
equalization mills from the current 55 mills to 78 mills state-
wide.

Ms. Fabiano said there is no change in the way Special
Education will be handled in the New General Fund; it continues
to be funded with State General Fund monies.

The third entitlement, Transportation On-Schedule Costs,
will continue to be funded 50% County-50% State.

After Districts calculate their three entitlements under SB
432 (Foundation Program, Special Education, Transportation), the
next portion is the Permissive Budget Amount. This is funded by
Fund Balance Reappropriated funds, which is money the Districts
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have left at the end of the prior year which goes to reduce
levies in the following year. If there is not enough money in
the Fund Balance Reappropriated, then the District will levy a
Permissive Levy which is Power-equalized to make up what is
needed. ’

Ms. Fabiano said what SB 432 has done is take the Permissive
Levy currently levied in the Transportation Fund, the Permissive
Levy in the Tuition Fund, the Permissive Levy in the 35% portion
of the General Fund, and the Voted Levy in the current General
Fund, and these will all now be levied as one levy in the New
General Fund, which is Permissive and Power-Equalized. She said
currently there is no cap on the bill; it is strictly a local
decision how much the District wants to levy in the General Fund.

Ms. Fabiano compared the taxpayer equity under SB 432 as
compared to the taxpayer inequity under the current taxing system
reviewed by Ms. Quinlan.

Questions From Committee Members and Responses:

Senator Blaylock asked if the OPI has calculated how much of
the total that the State will be giving will be in the re-capture
part. Ms. Fabiano said there is a $4 million cost in the first
year of the bill, which is effective with the School Year 1995.
When SB 432 was originally written, the 180% guarantee was
revenue-neutral, using FY /92 data. In the fiscal note, an
average number belonging (ANB) increase is projected and a cost-
of-living increase is included, which is the $4 million cost. To
eliminate that cost or generate a savings, OPI can reduce the
amount guaranteed to the state-wide mill value, that is, reduce
the 180% to a lesser amount.

Ms. Fabiano said in the first year of the bill, the High
School and Elementary School County Retirement Fund will be
closed and OPI will be using the 78 mills to fund retirement.
The approximately $10 million in those county Retirement Funds
will be transferred to the State.

Ms. Fabiano compared the Sample Form SB 432 Final Budget
Report with the current Final Budget Report and pointed out the
simplicity features of the new form.

Opponents’ Testimony:

Don Waldron, Montana Rural Education Association, spoke in
opposition to SB 432, and presented a written Testimony, Exhibit
No. 3 to these minutes.

Alec Hansen, Montana League of Cities and Towns, said the
League is not opposed to SB 432. However, he would like the
Committee to consider an amendment to protect tax increment
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districts. Section 81 on Page 165, and Section 55 of Page 116,
will have an affect on tax increment districts by repealing a
provision passed in a previous bill, SB 28. Mr. Hansen requested
the language in SB 28 be retained in SB 432 to make sure those
tax increment districts affected can continue to pay off the
bonds they have issued.

Informational Testimony:

None.

Questions From Committee Members and Responses:

Senator Gage asked if the non-levy revenue shown in the OPI
comparisons for Colstrip, Fergus, Baker, and Red Lodge High
Schools, is just non-mill revenue for the schools. Ms. Quinlan
said the non-mill revenue is only the portion that goes to fund
the Permissive Budget, so it would be only the portion that goes
to the School District General Fund Budget.

Senator Gage said he understands SB 432 is Power-equalized,
and if a district goes to the point where they get above the
amount that is currently going to the school, who loses part of
their local government severance tax? Ms. Quinlan said a
District will calculate its mills as shown on OPI’s chart, then
it will levy those mills and in addition to the property taxes
paid, there will be non-levied revenue that will also follow
those mills. The County Treasurer will collect the money, both
levied and non-levied revenues, send it to the State, and the OPI
will send out a payment to the School District to fund its full
General Fund Budget. She said any money that goes to that
District, even if it is in excess of its budget, would be
recaptured, brought into the State, and then the District would
be guaranteed that it would receive its full budget, but not more
than that.

Going from 55 mills to 78 mills because of the Retirement
Fund levies being included in the New General Fund, Senator Gage
asked what the current county high and low figures are regarding
Retirement levies. Ms. Quinlan responded that, under the current
law, FY ’93 county Retirement mill levies range from zero to 40
mills. 2Zero is in Jefferson and Granite counties, both which
have BPA tax settlement money.

Exhibits 4 and 5 to these minutes were distributed.

Senator Waterman asked Don Waldron about the objection of
the Montana Rural Education Association (MREA) because the
guaranteed tax base (GTB) is calculated on the ANB weighting, and
asked if this wasn’t used in Senator Stang’s proposal which the
MREA did not oppose. Mr. Waldron said it is correct that SB 308
addresses that and the MREA’s recommendation would be to include
SB 308 in SB 432.
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Senator Waterman said she likes the simplification in SB 432
and asked the OPI if there are ways the proposals of SB 308 and
SB 432 could be meshed so that SB 432 would fit into the funding
mechanism in HB 667. Superintendent Keenan said that HB 667 is
an entire new program, basically throwing out all the verbiage
used for several years, and the effect of the extended
mathematical formula is unknown. However, this Committee could
combine the 80/20 formula of HB 667 with SB 432, which would
equalize per-pupil expenditures. This would address the second
issue of the Court case, the taxpayer equity part, and would
address capital outlay, transportation, and retirement that HB
667 does not address. Ms. Keenan sees the task of this Committee
to compromise both ideas that are meritorious, but that right
now, HB 667 is not as workable as SB 432.

Senator Waterman asked if there is adequate funding in SB
432 to adequately fund SB 348, the Special Education bill, in the
future. Dori Nielson, OPI, responded that SB 432 intentionally
did not do a lot with special education because SB 348 would be
dealing with special education. She said, however, that SB 432
allows the mechanisms to be built in.

Senator Waterman asked if this additional cost for special
education is built into the fiscal note for SB 432. Ms. Fabiano
said it is not. Senator Waterman asked if those figures could be
made available to the Committee. '

Senator Gage asked if OPI had a printout available for the
current ANB spending per district. Ms. Quinlan said this will be
made available.

Senator Blaylock asked Mr. Waldron if the MREA opposed HB
667. Mr. Waldron said yes, they testified against HB 667. He
said the MREA thinks both bills have some unique ideas in themn,
and they would support a bill with a few alterations.

Senator Waterman expressed concern about the high-wealth
districts that may decide not to levy the permissive mills which
generate the Power-equalized money that would come back into the
state. If that would occur, where would the funding come from?
Jan Thompson, OPI, said the way SB 432 is drafted, districts that
are high-wealth would only be certified on a tax base relative to
the state-wide average, but it would be a local decision as to
whether they wanted to levy the mills to maintain current
expenditures or if they chose to reduce mills and, therefore,
reduce their general fund. That would all be part of equalizing
under the bill. Ms. Keenan said if a district refuses to levy,
it would be up to the Legislature to adjust the 180%, and decide
if they want to put additional revenue in. Those are policy
issues that can be addressed in SB 432, by lowering the 180%, or
by other ways of generating revenue.

Senator Eck asked if, with the local government severance
tax, an increase in the permissive levy would make a difference
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on what a district would get from the tax, or would the increased
tax really be on the rest of the taxpayers in that district. Ms.
Quinlan said the local government severance tax is distributed on
Fiscal 1990 mill levies. The way it would work is the County
Treasurer would determine how much of the coal gross proceeds is
attributable to the district. The money would be credited to
that district, but it would come into the state and the district
would get its budget based on mills calculated under the
worksheets proposed in SB 432. Ms. Quinlan said the OPI has not
looked at changing the way the local government severance tax or
coal proceeds are distributed.

Assuming that the coal severance counties would continue to
pay as they have in the past, Senator Gage asked if the OPI has
determined what affect the power-equalized mills are going to
have on utility rates because of an increase in the taxation in
those areas which have large tax bases on utility properties.
Ms. Quinlan said OPI has not looked at the impact on increased
mill levies in the counties.

Senator Gage asked if anyone from the county government
groups discussed SB 432 with OPI. Ms. Quinlan responded, "no".

Closing by Sponsor:

Senator Towe distributed a chart (Exhibit No. 6 to these
minutes) showing the impact of SB 432 on the home school district
of each Committee member. The graph also shows the impact of HB
667, so comparisons can be made between the two bills. Senator
Towe said SB 432 has a much greater equalization than HB 667.
Senator Towe said the utility properties at Colstrip will be
dramatically affected by SB 432. However, he said approximately
80% of the energy produced at Colstrip is exported, so most of
the extra revenue that will come in will not be paid by the
Montana Power users.

Senator Towe enumerated the benefits of SB 432, and said the
greatest feature is in its simplification; the voted levy is
eliminated and the report forms are not complex or complicated.
The second greatest feature is equalization of nine separate
funds that are not totally equalized now, which should eliminate
Court challenges. Third, the big difference between SB 432 and
HB 667 is that SB 432 equalizes non-levied revenues. Fourth, no
longer is there voted mill levies. Fifth, there are no caps.
Sixth, capital projects and bus reserves are also equalized.
Seventh, local control is preserved and equalized. Eighth, there
is no return of unexpended Special Education and Transportation
funds, which he sees as an advantage. Ninth, in order to comply
with the new Federal law requirements for Public Law 874 Funds,
SB 432 separates 874 Funds into an individual account so there
will be no problems with the administration of these funds.
Senator Towe says for all of these reasons, he believes SB 432 is
worth serious consideration by this Committee.
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No executive action was taken on SB 432.

ADJOURNMENT

Adjournment: The meeting adjourned at 9:40 a.

/ BONNIE .STARK, Secretary

MH/bjs
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FACT SHEET ON SENATE BILL 432
March 22,1993

* Simplifies school budgeting and accounting by combining the existing general fund,
retirement, tuition, and transportation funds into a new general fund

* Increases the foundation program schedules to include payment for retirement
expenditures included in the new district general fund

* Provides a "power-equalized” non-voted levy for that portion of the general fund budget
above the state payments for the foundatlon program, on-schedule transportation costs, and
allowable special education

* Removes general fund budget caps

* Eliminates the county retirement fund and mill levy

* Guarantees that every school district will raise 180% of the statewide average per pupil
from its mill levy; i.e. $27 per pupil per mill for elementary districts and $68 per pupil per
mill for high school districts

* 95% percent of the students in the state live in districts that are eligible for guaranteed
tax base aid under Senate Bill 432

* Raises the county equalization mill levy from 55 mills to 78 mills to fund retirement
expenditures in the general fund

* 291 districts see mill levy decreases and 232 districts see mill levy increases under Senate
Bill 432 :

* Could use sales tax revenue instead of additional county equalization levies proposed to
fund retirement through the foundation schedules

* Equalizes state funding for capital outlay and bus purchases by providing a state match
- for capital projects and bus purchases of between 0% and 40% depending on the tax wealth
of the school district

* Continues to fund special education expenditures in the district general fund, but also fits
with the revisions to special education funding proposed in Senate Bill 348

* Works with the new tuition structures proposed in House Bill 469 as amended

Y



School District Funds

CURRENT LAW
GENERAL FUND

Voted Budget
(if necessary)

District Levies

Permissive Budget Amount
(limited to 35% of
Foundation Program Amount)

District Levies
State GTB Aid

Non-levy Revenue
Fund Balance Reappropriated

Special Education
Allowable Costs

R L e e e et e e el Ll TR

Foundation Program
Schedule Amount

55 County Mills
State Equalization Aid

RETIREMENT FUND

County Levy
State GTB Aid

TUITION FUND
District Levy

TRANSPORTATION FUND
On-Schedule Costs

-- District Levies

BUS DEPRECIATION FUND
District Levies

BUILDING RESERVE FUND
District Levies

BUILDING FUND
Bond Proceeds




TAXPAYER INEQUITY UNDER PRESENT SYSTEM

COLSTRIP HIGH SCHOOL FERGUS HIGH SCHOOL

ACTUAL 1993 BUDGET:

DISTRICT ANB 450 441
PERMISSIVE BUDGET AMOUNT | $424,291 $428,033
ESTIMATED NON-LEVY REVENUE $462,000 $ 52,000
DISTRICT TAXABLE VALUE $172,184,617 $11,886,446

GUARANTEED TAXABLE VALUE i NA $20,203,710

DISTRICT PERMISSIVE LEVY -0- MILLS 18.62 MILLS
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TAXPAYER INEQUITY UNDER PRESENT SYSTEM

RED LODGE
BAKER HIGH SCHOOL HIGH SCHOOL
ACTUAL 1993 BUDGET:
DISTRICT ANB ~ 165 1717
PERMISSIVE BUDGET AMOUNT $189,671 $204,411
ESTIMATED NON-LEVY REVENUE $627,527 $29,000
DISTRICT TAXABLE VALUE $7,337,916 $7,382,898
GUARANTEED TAXABLE VALUE $7.811,470 $8,244,890

DISTRICT PERMISSIVE LEVY - -B- MILLS 21.28 MILLS
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School District Funds

CURRENT LAW
GENERAL FUND

Voted Budget
(if necessary)

District Levies

Permissive Budget Amount
(limited to 35% of
Foundation Program Amount)

District Levies
State GTB Aid

- - — . ——— - - - -

Non-levy Revenue
Fund Balance Reappropriated

Special Education
Allowablg Costs

—— s  — —— — ———— - ——— - - - —— - -

Foundation Program
Schedule Amount

55 County Mills
State Equalization Aid

RETIREMENT FUND

County Levy
State GTB Aid

TUITION FUND
District Levy

TRANSPORTATION FUND
On-Schedule Costs

District Levies

New Bus Purchases

BUS DEPRECIATION FUND
District Levies

—>

BUILDING RESERVE FUND
District Levies

BUILDING FUND
Bond Proceeds

SENATE BILL 432
NEW GENERAL FUND

Permissive Budget Amount

Power-equalized District Levies
Power-equalized Non-Levy Revenue
State GTB Aid

. —— - — ——— — - - ———— =

Fund Balance Reappropriated

ENTITLEMENTS
Transportation On-Schedule Costs

50% County Levy
50% State

Special Education
Allowable Costs

100% State General Fund

Foundation Program Schedules
(with Retirement in the Schedules)

78 County Mills
State Equalization Aid

IMPACT AID FUND
P.L. 81-874 Monies

BUS PURCHASE FUND

District Levies
State Matching Funds

CAPITAL PROJECTS FUND

Bond Proceeds
District Levies
State Matching Funds




TAXPAYER EQUITY UNDER SB432

ACTUAL FY93 BUDGET:

COLSTRIP HIGH SCHOOL FERGUS HIGH SCHOOL

DISTRICT ANB 450 441
PERMISSIVE BUDGET AMUUNT. $424,291 $428,033
FUND BALANCE REAPPROPRIATED $55,500 $15,000
DISTRICT TAXABLE VALUE $172,184,617 $11,886,446
POWER EQUALIZED MILL VALUE

@ 180% OF STATEWIDE AVG.

DISTRICT PERMISSIVE LEVY

$30,618 $30,006

12.04 MILLS 13.77 MILLS



TAXPAYER EQUITY UNDER SB432

RED LODGE
BAKER HIGH SCHOOL HIGH SCHOOL
ACTUAL 1993 BUDGET:
DISTRICT ANB 165 171
PERMISSIVE BUDGET AMOUNT $189,671 $204,411
FUND BALANCE REAPPROPRIATED $30,550 $9,200
DISTRICT TAXABLE VALUE $7,337,916 $7.382,898
POWER EQUALIZED MILL VALUE
@ 180% OF STATEWIDE AVG. $11,227 $12,043
DISTRICT PERMISSIVE LEVY 14.17 MILLS 16.21 MILLS



«LEMENTARY DISTRICT SAMPLE FORM—SB432
INAL BUDGET REPORT 1993-94 e 1,058
JSENERALFUND BUDGETWORKSHEET . |
?NB and Foundation Program Schedule Amounts by Budget Unit % / Cgm’ ?M D
. SE - 431 |
2-2/-973 EX |

s Total General Fund Budget

. Foundation Program Schedule Amounts
-

*3. District Special Education Allowable Costs Payment

. Transportation Entitlement

e State Share of On-Schedule COsts (50%) .v.eererurerreiecrrriscccrcreresaeeresersssrensnnnes
County Share of On-Schedule COostS (50%) .eoeviervrrrererearremsantaesneacccrressicssecans
Total Transportation Payments (Line 4a + 4b)

4a
4b

-
5. Total Entitlements (Line 2 + 3 + 4C)

- Permissive Budget Amount (Line 1 - Line 5)

7. Fund Balance Reappropriated

#. Amount to be Financed by District Permissive Levy (Line6-Line 7)

“. Miil Levy Requirement
OP! Certified Power EQUAIIZE Mill VIUE ....vv......vvveeeesereeeeeeseseessssessesseneesssenens [ 9a |
Permissive Mill Levy (Line 8 + 9a)




ELEMENTARY DISTRICT

FINAL BUDGET REPORT 1992-93

OPI County Code:[ | | Legal Entity Code:

FP-1

Page 3, (29

Vit: .- GENERAL. FUND DISTRICT REVENUES WORKSHEET

o & W N

. Adopted General Fund Budget

. Permissive Amount Budgeted (Cannot Exceed Line 5¢)

. Foundation Program Schedule Amounts

Calculation for districts who completed col. A—F (C1 minus F1 times .60) ta
Calculation for districts after completing col. D—F (copy amount in F1 above) 1b Eo
Total Foundation Program Schedule Amount (18 PIUSTD) c....cceeeeemveeeeeeenee e 1c.
. District Special Education Allowable Costs
. Total District Foundation Program (Line 1¢ + Line 2)
. Prorated Special Education Cooperative Costs
. Permissive Budget Limit
District Foundation Program multiplied by 35% (Line 3 x .35) ......... fensesnttananes 5a
Prorated Special Ed. Co-op Costs multiplied by 35% (Line 4 x .35)............... 5b
Permissive Budget Limit (Line 5a + Line 5b¥
. General Fund Budget Spending Limit Components
Original Prior Year General Fund budget .........ccccnvtremmnnecneiosnsnencecsesecnennnnne 6a
Prior Year Adopted General Fund Budget Amendment (base buudnng) ......... 6b
104% Budget Limit (62 + 6D X 104%0) c.ececveerrvueecereceinienienesenssseesrssessessessessnnas 6c
135% Budget Limit (LiNe 3 + LiNE 5C) ...evvvireeveeerirerreersinerscesrrsnessasessssssssssanees 6d
Estimated P.L. 81-874 ReCOIPIS ....cc..oovieeceerererseercsentcee e rveaene st e s 6e
Consolidation or Annexation Bonus Payments.........ccecuveerecseiesesnsnisencesernnnes 3]

Cannot Exceed the Greater of (Lines 6¢ + 6e + 6f) OR (Lines 6d + 6e + 6f)

Amount reappropnated for permissive DUAQEL ....ccccvervrererceerrserernenriserseessnesesnsnes
Balance remaining to be appropriated (Please identify amount in 9b below) .....
(1) P.L.81-874 inunreserved fund balance..........ccccvevierecereeisessecenreenneens
(2) Prior year excess reserved otherthan P.L. 81-874 ............cccoveeerrerenn.
(3) Remaining fund balance available for reappropriation
(after permissive area is satisfied)
(Ling 9B = 9B(1) = GD(2) ceeeeeeeererreceereteeeese e e et sne s sreseerebe s sessesesress

. Total Unreserved Fund Balance Available for Reappropriation (Must match p. _ge 2, Line 37, Col F)

g

Voo

9b

ob(1)

9b(2)

20(3)




~ELEMENTARY DISTRICT

- FINAL BUDGET REPORT 1992-93

-

10. Anticipated General Fund Non-Levy Revenue P.5 Code
Local Government SEVEerance TaX .......cccceveeereeerssenresseeeesssnreerssanns 3450 [10a
INVESIMENt EAMMINGS -..oeeecrreenerecccicenrecrrecasnressnccessnessnsessesesnsessansens 1510 | 10b

™ TUIHON & FOES. .. eeeeteenevrvennrtreeerseresreessessassassssesssesssssnsnesesssnnssernasanes 1311-1330 | 10c
MOTOT VERICIE ...ccecevee e ceeteicecnerreeeesssssnnrreesesssssssssesnessessssssssssessssnnes 1121-1122 | 10d
Corporation LiCeNSe TaX.......cccvurmeeirenmsnisesssnenssessissessensasssessnses 3420 | 10e
Net Proceeds Tax for New Production ........c.ccevverieeeecrnrsnnerensesenanes 1124 10f
i C0oal Gross ProCeeds TaX.......ccicvereeeereeniiieeeriearnrenseessrerecsenseerenssseens 1123 {10g
Personal Property Tax Reimbursement..........ccccoumimniicecrcrnnecnaenns 3440 | 10h
L@ {97 S U OO N 10i

OPI County Code:[ | |  Legal Entity Code: L

FP-1E

Page 4, (2/92

Total Non-Levy Revenues (Sum of Line 10a through Line 10i)

Remaining available fund balance (9a + 10j - 8) (Enter 0 if less than 0) ............
1= 1o I - RO RSSO RSO UUPRRPPRTIN:

11. Remaining Unfunded Permissive Balance (Line 8 - Line 9a - Line 10j) Enter 0 If le

11a

11b

* 12. District Mill Value

14. Adjusted Mill Value for Permissive Levy (Line 12b + Line 13d)

12b

District GTB Aid Per Mill (Line 13c x Line E1) (Round to XX.XX)

District Taxable Valuation (Page 1, LiNE 07) ......ccumeueeveersseceoneessesrsessseesemassens 12a]
District Mill Value (Line 123 x .001) (RoUNd 10 XX.XX) ccivvuierirereennnriniierincressnesrnsseesssessssessessssasssssessnsesses 55 o
13. State Subsidy Ald Per Mill
Statewide Guaranteed Tax Base Mill Value per ANB .........oreeeeeeeeeeeeseeeeesneeene. 13a
~ OP! Certified District GTB Mill VaIUe Pr ANB .........couueeemreceeeeeereresereeseneesenmeeens 130
State Subsidy Aid Per Mill per ANB (Line 13a - 13b, if gr s

15. Number of Permissive Mills Required (Line 11 + Line 14) (Round to XX.XX)

mills

revenues. This reconcillation may NOT be exact due to rounding.

16. Foundation Program

District Obligation (Non-isolated and less than10 ANB) .....ccccvvevvcrerveienneeennnen

Mandatory district levy (16a divided by line 12D) .....ccoeercveiiscniiriereenees
County Obligation (amount should match page 5 code 2110) .....cccevvveeciceennnes
State Obligation (amount should match page 5 code 3110) ...cccvvvveevrevcccreennes

Total Foundation Program (16a + 16b + 16¢)

. VIIiE—~DISTRICT RECONCILIATION. FOR: REVENUES: FOR:-THE GENERAL.FUND>" " -

This section is intended for informational purposes ONLY. Use this section to reconcile district

16a

6a(1) mills

16b

16¢c

17. Permissive Program

Amount reappropriated for permissive budget (line 9a) .....cccvcceervveecvrrcrvrneennnee
Non-levy revenue applied 10 PermiSSIVE .....eceecciccreerinrecciirenerreerereeese e cevanenses
State GTB aid (Line 15 X LiNe 13d) -.ccoirviiicieecverrecetcsnrenennenseessecnresasessessenssnes
District permissive levy (Line 8 - 172 - 17D - 17C) cverireieeeeere e ereeeee

" TOal POIMNISSIVE iiieeeersrcrseesasessessassssenssssasssssassossasnrasessnnnssnsssassesssnsarsns

17a

17b

17¢

17d

18. Budgeted Amount Above Permissive (Line 7 - Line 16d - Line 17¢)

19. Revenue To Fund Amount Above Permissive
Amount available for over schedule appropriation

(o= 2 o 1 o) PSSR
Anticipated P.L. B1-874 reCEIPIS ....ccueeeceveeeeeeiecrreereeesveressessassessnsssnnnesssees

Total Voted Amount (Line 18 - Line 19a- Line 19b) .

19a

19b

20. Number of Voted Mills Required (Line 19¢ divided by LIne 12b)......ccoecseemrnmineniiccscannreannees

21. Total General Fund Budget Revenues (Line 16d + Line 17e + LIne 18)" ....cccvvrvrncrnsnrinnccnencscsencas .

NA Tatal Namaral Tirmd AMINa Dameiivand 1 Ina 42 . ACAI4N « O\ /3812 matrl D 911027 Caliimn 1Y

20

mill

]t



SENATE TAXATION

: EXHIBIT NO.
\
22-Mar-93 ' DAT - 42 -73
BILL NO 3 X
Non-Levy Revenue in Fiscal 1993 General Fund Budgets
Source ‘ Amount
LGST 6,685,975 26.36%
Investment Earnings 4,833,584 19.06%
Tuition and Fees 1,975,534 7.79%
Motor Vehicle 5,867,363 23.13%
Corporation License Taxes 777,127 3.06%
Net Proceeds Taxes 362,800 1.43%
Coal Gross Proceeds 1,894,167 7.47%
Personal Property Tax Reimbursement 2,333,367 9.20%
Other Non-Levy Revenue 631,984 2.49%
25,361,901

Senate Bill 432 power-equalizes 70.66%



MONTANA RURAL EDUCATION ASSOCIATION
P.O. BOX 5418
HELENA, MONTANA 59604

(406) 442-8813 SENATE TAXATION
FAX (406) 442-8839 EXHiBIT NO. ?

DATE__ z 2;:2 -73
it no__o BB ¢33

TESTIMONY ON HOUSE BILL 432

Donald R. Waldron, Lobbyist

The Montana Rural Education Association 1is opposed to
House Bill 432 for the following reasons:

1. It appears that adding retirement and
transportation to the general fund will
cause - some problems in funding,
understanding and fairness.

2. We are also not clear as to how "power
equalized" local permissive 1levies and
"power equalized" nonlevy revenues will

. really power equalize.

3. GTB on an ANB weighting is not acceptable
to MREA for equalization or taxpayer
equity.

4. The 1lack of information on how the bill
affects our member schools and their
taxpayers has not been available to study.

These comments need to be assessed in 1light of some
positive points of the bill, such as:

1. No caps to work with.



2. No voted 1levy for the new expanded general
fund.

3. No return of unexpended funds from special
education entitlements or transportation
back to the state.

4, The new capital projects fund has an
interesting approach to capital funding and
could be helpful to a school district.

In closing we want to express our appreciation to the
Office of Public Instruction for developing the bill and
Senator Towe for sponsoring the bill. We know they have made
a sincere effort to improve the system of financing education
in the state. We would be happy to work with them in the
future if this bill becomes the vehicle to solve some of our

education problems.



K ] ; o4 N
e Scefreo it Seer#tirneci  EXHIBIT NO wa
e 3-28-73

BILL NO Jduasz

DOCUMENTATION FOR FUNDING REFORM PRINTOUT:

NEW GENERAL FUND ' o
General, Transportation, Retirement and _Tultlon
Fund expenditures from FY 92 Trustees’ Financial
summary (TFS) less PL-874 actual receipts from FY 92
TFS and less actual outlay expenditures from FY 92
- General and Transportation Funds.

STATE FUNDING
FY 92 Foundation Program Schedules adjusted for
Retirement, FY 92 Transportation entitlement from
FY 92 Trustees’ Financial Summary(TFS) and Special
Education Allowable and Prorated Special Education
Coop Costs from FY 92 budget.

FUND BALANCE REAPPROPRIATED
Actual revenue not spread by levy from FY 92 TFS
for General, Transportation and Tuition funds for
specific sources of tuition, transportation fees,
interest and miscellaneous income.

PERMISSIVE BUDGET AMOUNT
New General Fund less State Funding and Fund
Balance Reappropriated. Note that when the amount
is less than zero, zero is used in this field,
therefore the New General Fund less State Funding
and Fund Balance Reappropriated will not equal the
Permissive Budget Amount.

8B 432 MILLS
Permissive Budget Amount divided by Power Equalized
Mill Value plus the estimated new Retirement Fund
mills (15 for Elementary and 8 for High School).

ACTUAL 92 MILLS
Actual mills from FY 92 Budgets plus the County
Wide Retirement mills.

CHANGE IN MILLS
SB 432 mills less Actual 92 mills.

POWER EQUALIZED MILL VALUE
Elementary Districts: (EL ANB+ HS ANB) x (14.9) x
(Factor) '
High School Districts: (HS ANB) x (37.8) x (Factor)

Assumptions:
14.9 = Statewide average mill value per Elementary ANB
37.8 = Statewide average mill value per High School ANB

Factor = Adjustment which drives Power Equalized Mill
Value up or down.
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SENATE TAXAT!\Og/
XHIBIT NO 1

DATE_ 5’9‘9"@
SB432- SUMMARY BILL NOL //5 4/3 2

This bill 1) further equalizes school funding by revising the
school district general fund to be funded solely from state and
county foundation program revenue and "power-equalized" district
permissive levy and non-levy revenue and, 2) simplifies school
finance, primarily by eliminating several district funds,
eliminating the general fund budget caps and eliminating the
recovery of unexpended state aid. The majority of the bill is
effective July 1, 1994 and will apply to budgets and levies for
school year 1994-95. The following briefly describes changes
made by the bill, as it is currently drafted.

GENERAL FUND
- No voted levy and no cap on the amount a district may
permissively levy in the general fund.

- No cap on the general fund budget.

- Expenditures funded from P.L.81-874 monies and
expenditures for bus purchases, new construction, land

" acquisitions, and major renovation projects may not be paid
from the general fund. Districts also may not pay bond
principal and interest payments from the general fund, which
is not a change from current statute.

- Deletes the following district funds and puts their
activities within the general fund: the Retirement Fund,
Transportation Fund, Tuition Fund, Compensated Absences
Fund, Metal Mines Tax Reserve Fund and the State Mining
Impact Fund.

- The state and county share of retirement costs is funded
through the foundation schedules. The current county-wide
55 mill levy increases accordingly to 78 mills. The
increase in the county equalization 55 mill levy will be
partially or totally offset, depending on the county, by
elimination of the current county-wide levy for retirement.

- Payments to districts for the foundation program, special
education allowable costs and state/county transportation
reimbursements will be "entitlements"; that is, there is no
condition that amounts received for a particular purpose be
expended solely for that purpose, and no requirement that
unexpended funds be recaptured by the state.

- Total reserves in the general fund must be at least 5% of
the ensuing year’s budget by the end of fiscal year 1996-97.
The operating reserve is still limited to a maximum of 10%.
Districts may include the amount necessary to restore their
reserves to the 5% minimum in the following year’s budget.



GENERAL FUND (CONT.) ‘
- Excess reserves allowed in the new general fund are
limited to a reserve for metal mines and mining impact
revenue and a reserve for bonus payments. Districts are
allowed to either transfer balances in the protested tax,
tax audit, and delinquent tax "excess reserves" as of July
1, 1994 to another budgeted fund or may budget to expend the
excess reserves in the 1994-95 general fund budget. General
fund balances in these excess reserve accounts must be zero
by June 30, 1995.

- Revenue sources for the new general fund include
foundation program payments (state and county equalization
aid which will still be based on ANB and the schedules,
adjusted to include retirement costs), 50/50 state and
county transportation reimbursements, special education
allowable cost funding and contingency funds (no longer
deposited in the miscellaneous programs fund), a "power-
equalized" local permissive levy, and "power-equalized" non-
levy revenue.

- Districts will NOT be allowed to deposit P.L. 81-874
revenues in the new general fund; rather, the bill
establishes a new, non-budgeted fund to account for all P.L.
81-874 monies received by a district. Districts with a
balance on July 1, 1994 in the P.L.81-874 "excess reserve'"
account must either have budgeted to spend the reserve in
the general fund during 1994-95 or to transfer the balance
to the new "Impact Aid" fund before June 30, 1995.

- All revenues currently deposited in the retirement fund,
transportation fund, tuition fund, state mining impact fund
and metal mining tax reserve fund will be deposited in the
new general fund.

- Districts will not be required to petition the State
Superintendent for permission to adopt a budget amendment,
except amendments for enrollment increases, but will
continue to send OPI a copy of the resolution for all
adopted amendments.

- ANB for the ensuing school year will be determined from
two enrollment counts, one on October 1 and one on February
1. '

- Tuition obligations must be paid one-half in December and
the remaining half on June 15.
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CAPITAL PROJECTS FUND SAR-/34L

- Districts will finance capital projects from a new
"Ccapital Projects Fund", regardless of the revenue source
used to fund the expenditures (except that projects funded
from P.L.81-874 monies must be accounted for in the new
Impact Aid Fund).

~ The capital projects fund replaces the building fund and
building reserve fund.

- Funding sources for the capital projects fund include
bond proceeds, proceeds from the sale of equipment or
buildings, insurance proceeds, grants, donations, and a
property tax levy with variable state match depending on the
district’s mill value. The state’s share of this fund and
the bus purchase fund (below) is financed by a 1 mill
statewide levy.

- Voter approval is required for all projects, regardless
of the funding source. Voters will approve the funding
source for a project, including property tax levies for
specific projects and/or purposes, at the time the project
is approved. A levy may be approved for up to 20 years, as
is with the existing building reserve fund.

- Districts must do the projects as authorized by the
voters; however, if there are excess funds left at the end
of a project, the trustees may transfer the excess to fund
another capital project with a 2/3’s vote of the board,
except that unspent bond proceeds must be transferred to the
debt service fund to retire outstanding bonds when the
project for which the bonds were issued is completed.

- There is no minimum/maximum operating reserve in this
fund.

- Buildings, furnishings for new buildings, additions,
renovations, any costs associated with land acquisition,
major infrastructure systems (heating, plumbing, etc.), and
other building-related projects approved by the voters must
be financed from the capital projects fund and cannot be
paid for with general fund revenues. Routine and emergency
building repairs and equipment purchases may be made from
the general fund, except equipment purchased to furnish a
new building and buses.



BUS PURCHASE FUND
- The bus depreciation fund is renamed the "Bus Purchase
Fund." This is a budgeted fund. Districts must buy new or
replacement buses and equipment related to pupil
transportation, such as two-way radios and camcorders, from
this fund (except that bus purchases funded from P.L.81-874
monies must be accounted for in the new Impact Aid Fund).

- Allowable funding sources for the bus purchase fund include
bond proceeds, proceeds from the sale of a bus, insurance
proceeds, grants, donations, and a permissive property tax
levy with a variable state match depending on the district’s
mill value.

- Districts may buy buses outright or accumulate money in
this fund to purchase buses and transportation-related
equipment.

P.L.81-874 - AMENDMENTS AFFECTING BUDGET YEAR 1993-94

According to a recent letter received from the Department of
Education, the GTB subsidy currently paid on permissive levies is
"state aid" for purposes of applying section 5(d)(1). Section
5(d) (1) says the State may not make "state aid" available in such
a manner as to result in less "state aid" being paid to a district
because of the amount of Impact Aid they receive. Although the
state currently does not require districts to lower the permissive
mill levy with anticipated Impact Aid receipts, some districts
choose to do so. The Department of Education’s most recent letter
clarifies that even "an LEA’s choice ... would result in a
violation of section 5(d) (1) if, as a result, it received less GTB
State aid that it otherwise would have." Federal law prohibits
Impact Aid payments to all LEA’s in the state in the event of such
a violation.

To ensure compliance with section 5(d) (1) and to prevent the
actions of one district from potentially jeopardizing impact aid
for others, this bill contains some sections which will be
effective on passage and approval (i.e., for school year 1993-94).
These sections:
- Amend state law to require that at year end, after
establishing the operating reserve, GTB-eligible districts
identify the P.L. 81-874 portion of any remaining fund balance
using the ratio of current year 81-874 receipts deposited in
the general fund to total non-foundation program general fund
revenues for the year. Districts must place the amount
identified as 81-874 in "excess reserves".

- Amend state law to prohibit GTB eligible Impact Aid
districts from budgeting anticipated Impact Aid receipts in
the permissive portion of the budget; and

- Amend state law to prohibit GTB-eligible districts from
budgeting 81-874 monies held in "excess reserves" 1in the
permissive portion of the budget.
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