MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

March 1, 1983
Morning session

The thirty-sixth meeting of the Taxation Committee was called
to order at 8:05 a.m. by Chairman Pat M. Goodover in Room 325
of the Capitol Building.

ROLL CALL: All members were present.

SPECIAL PRESENTATION: Senate President Stan.Stephens intro-
duced Richard Whelan and Leon Billings who have been hired by
the state of Montana as lobbyists to represent Montana in
regard to coal tax issues before the United States Congress.
Mr. Billings gave a status of the effort in Washington to limit
Montana's coal tax. He said there is a potential for a national
energy excise tax which could be a vehicle for a cap on all
severance taxes. Mr. Whelan stated that Montana, with a budget
surplus, is part of a fortunate minority. Other states have
exhausted their means of tax collection. The declining price
of 0il is costing the government $100 million in windfall
profit taxes for every $1 decline in price of oil. Natural

gas decontrol may be considered this session, too.

CONSIDERATION OF SENATE BILL 76: Senator Bob Brown, Senate
District 10, sponsored the bill. SB 76 would subsidize from
the general fund school districts which have a low dollars per
student ratio, i.e., 60% funding from the state general fund
and 40% from local dollars. The state contribution can't go
beyond 50%. This will bring those below state average up to
the state average.

PROPONENTS

‘Keith Allred, representing himself and School District #5 in
Kalispell, said they had a meeting regarding the inequities
developing in funding in the state of Montana. 1In part of

the state, they vote 4 mills and spend $4,092 per student; in
another part of the state, they vote 24 mills and spend $1,932
per student. It is out of balance. You have increased every-
thing on a percentage basis, and the small districts get the
breaks every time. About 78% of the kids go to schools in low
wealth school districts. Miles City has the highest tax rate
in the state. Forty percent of all school districts are in
this area. We have an excellent school system in Montana. We
spend second from the bottom of any high school in this state,
but he said he was ashamed that we couldn't do certain things
for our kids. He felt if SB 76 did not pass, Montana would
become the Mississippi of the Northwest. The bill could be
amended and reduced, he thought. See the Montax statistics he
presented, marked Exhibit A.
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Hal Baluchi, a Bonner schoolteacher, said SB 76 will affect
their curriculum. If it is defeated, they will lose the quality
of education in Montana. See his written testimony, attached

as Exhibit B.

Owen Nelson, representing the Montana Education Association,
submitted written testimony attached as Exhibit C.

Tim McKeon, representing Helena School District #1, submitted
written testimony, attached as Exhibit D.

Terry Minow, from Boulder, Montana, representing the Montana
Federation of Teachers, supported the bill and said it is
fair and will meet equality for all citizens.

Ray Haugen, representing School District #50, in Kalispell,
said if there is equity in this kind of approach, $60 million
should not scare you off. It will have to cdome from the
state or from property taxes.

Glen Drake, Helena, representing the Association of Low Wealth
School Districts, said that much of the money is . being raised
by taxes in areas where they are least able to pay the taxes or
raise their own money. He supported the bill.

Fritz Gillespie, representing the Helena School Districts,
also supported SB 76.

OPPONENTS

Representative Ken Nordtvedt, House District 77, submitted
written testimony, attached as Exhibit E.

S. Keith Anderson, president of the Montana Taxpayers Associa-
tion, said this has the same import as Chapter 212 of the 1975
session that created equalization in the commissioner area.
When you got to 6 or 9 mills, the state would equalize. The
idea was to fund the maximum and get all this free money.

When you go vote, you are voting against somebody's taxable
valuation. This will force schools to increase expenditures
to meet state equalization. We should be concerned about
putting a cap on spending. We rank second in the nation, and
only Alaska exceeds us, in personal income spent for public
schools. We are not niggardly in support of our public
schools. 1If the fiscal note is correct, $68.3 million will

be spent for the next biennium. It is just a start and will
increase in the future. It should not be made available. This
legislation sets a direction. In the 1985 and 1987 bienniums,
you will be looking at full funding--over $100 million. Don't
impose such a tax increase on the public of this state.

Tucker Hill, representing Richland County, noted that high
school enrollment has dropped while the cost per student has
increased. Enrollments are expected to decrease through 1985.
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Mr. Tucker mentioned, too, the salaries of certain Missoula
superintendents: one elementary superintendent made $44,000
in 1982 and now makes $48,000; a high school superintendent
was making $47,000 in 1982 and now makes $52,500. Schedules
have increased 15.04%; voted levies, 5.9%; and the CPI, only
63%.

See also Exhibits F (Office of Public Instruction Distribution
to Public Schools Program--Budget Detail Summary) and G (School
Revenue Receipts as a Percent of Personal Income) submitted by
unidentified witnesses for or against SB 76.

Questions from the committee were called for.’

Senator Elliott asked Senator Brown what the.definition of
basic education was. Senator Brown told him to look at the
accreditation hours set by the Office of Public Instruction.

Senator Elliott commented that the subject of SB 76 is equaliza-
tion in taxation rather than equalization of education. The
costs are 90-95% in staff. There is a discrepancy in the way
that they are being funded.

Steve Colberg, Office of Public Instruction, submitted the
materials marked Exhibit H, and explained the analysis of
SB 76 which is a part of that exhibit.

Senator Towe asked Senator Brown how he responded to Keith
Anderson's comments. Senator Brown said 2/3 will be paid for
by the foundation program and 1/3 paid for by unequal voted
levies.

In closing, Senator Brown said there is no question that there
is inequity in financing education in Montana. There is

always going to be a difference between rich and poor. We

do not base millage on the family but on property. Some

people, because of where they live, have to pay more for
services than others. It will cost more in smaller school
districts. They are bound to pay more than in populated places.
Equalizing is going to have a price tag.

The hearing on SB 76 was closed.

CONSIDERATION OF SENATE BILL 411: Senator Dorothy Eck, Senate
District 39, said SB 411 deals with jurisdictional mismatch.

It grew out of discussions in the Hard Rock Mining Impact
Committee. The system contained in the bill has been developed
to some extent in the Minneapolis area. SB 411 allows counties
to call hearings and discuss the proposed impacts of new busi-
nesses or industries. They could impute part of the taxable
valuation to one or more municipalities. For example, if the
business is built between Belgrade and Bozeman, there may be a
20% impact on Bozeman and a 10% impact on Belgrade. They could
do the same kind of thing with school districts. It is obvious
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that some counties are below the state average in taxable
valuation and some are above. Here, we are just dealing with
new businesses. There are not a lot of requirements in this
bill; each county should develop its own rules for dealing with
how they would impute the value of new districts. Counties
concerned about discouraging growth might not want to touch
this at all.

Senator McCallum took the chair at this point in the meeting
while Senator Goodover left to testify on bills in other
committees. Senators Brown, Halligan and Norman were also
excused. :

PROPONENTS

Mary Vent Hull, Bozeman City Commissioner, submitted written
testimony which is attached hereto as Exhibit I.

OPPONENTS

Ward Shanahan, representing Stillwater PGM Resources, submitted
written testimony, attached as Exhibit J.

James D. Mockler, representing the Montana Coal Council,
opposed the bill.

S. Keith Anderson, representing the Montana Taxpayers Association,
felt the language in section 2 of the bill was confusing. As

he reads it, you can put a business out in a school district,

and that business would assume the entire mill levy on its
valuation. Then you add 40% to that valuation, and that 40%
increased valuation could be utilized by the full levy of

mills in the county. You are assigning 40% to a given business.
You have a legal problem. 1Is that conducive to attracting
business into Montana, he asked.

Forrest Boles, representing the Montana Chamber of Commerce,
said Senator Eck is correct, there is not a lot of impact
around the state. Not many businesses will develop in Montana
if we have this. As Mr. Shanahan pointed out, there will be

a 40% increase. This is another "anti-Montana" measure.

Questions from the committee were called for.

Senator Crippen questioned the definition of "business." He
wondered what allowed the city of Bozeman to give services to
rural people. He assumed it was not the intent of the bill to
bring those people within the scope of SB 411. What is the
definition of “"established," he asked, and does it include
"re-established." Senator Eck replied that the intent of

SB 411 is to give counties a mechanism to deal with this
problem. ("New business" should be used in the body of the
bill, she said.) They may decide that they want to deal with
a new shopping mall in this way. She couldn't see the commis-
sioners being so generous that they would impute the full 40%.
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Senator Eck said there are industries that do want to deal
with impacts they will cause and who want to pay their way
in the community. The new shopping mall in Bozeman wanted
to be in the city limits. Others outside the city limits
don't pay those taxes.

The hearing on SB 411 was closed.

CONSIDERATION OF SENATE BILL 459: Senator Dorothy Eck,
Senate District 39, said SB 459 was introduced out of concern
for agricultural research. It will allow a farmer, rancher,
or businessman who invests in University-affiliated research
a credit equal to 20% of what the federal credit is under

44F (c) of the Internal Revenue Code, which can be substantial
in some cases. :

PROPONENTS !

Larry Weinberg, representing the University System, said they
support the legislation to the extent it will increase prlvate
research funds to the state.

John Jutila, Bozeman, representing Montana State University,
said he has been in research for over 30 years. SB 459 provides
an opportunity for individuals and groups to serve as sSponsors
and support research in Montana. It will not generate a great
deal of money but may do what the March of Dimes did with polio.
In the University System, it will augment research, especially
ag research, in a significant way. Two percent of general fund
money is devoted to research. SB 459 will help fund programs
not currently funded, such as bio-engineering. These are keys
to economic development at the state level and investments in
the state's economic future. See also, Mr. Jutila's written
statement, attached as Exhibit K. He urged the committee's
support of the bill.

OPPONENTS

There were no opponents to SB 459.

Senator McCallum, who was chairing the meeting, stated that
questions on SB 459 and the hearing on SB 408 would be held
in Room 415 upon adjournment of the Senate this afternoon.

Executive action on SB 375 would be taken at that time also.

The committee recessed at 10:05 a.m. until adjournment of the
Senate this afternoon.

Chairman
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SENATE TAXATION COMMITTEE
BONNER PUBLIC SCHOOLS EXHBIT__{22
District No. 14 ‘
BONNER, MONTANA 59823 AL, 198%@& .
BILL/RES: g
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-

SENATE BILL NO, 76. TO CREATE A GUARANTEED TAX BASE PROGRAM TO PROMOTE
MORE EQUITABLE FINANCING OF SCHOOL DISTRICT GENERAL
FUND BUDGET NEEDS BEYOND FOUNDATION AND PERMISSIVE
- PROGRAM SUPPORT BY PROVIDING STATE AID TO ANY
SCHOOL DISTRICT WITH A TAXABLE VALUATION PER PUPIL ‘
THAT IS LESS THAN THE STATE AVERAGE TAXABLE VALUATION
PER PUPIL.

1. Dependance upon district's property wealth to provide sufficient revenue

1I, Current wide disparity in property wealth available to Montana
school districts.

IIT.Low weaith income districts.

Iv. Current system of funding in Montana does not reflect the concern
of Montana citizens for equality ot educational opportunity tor
students.,

V. K need for more equitable financing ot school district general fund
budgets beyond that provided by foundation and permissive program
support
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Support/Amend SB 76 : ‘vgg 3 - _dum

March 1, 1983 . 1 =
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The Montana Education Association supports the recommendation of the Joint
Subcommittee on Education to promote more equitable financing of the voted
area of school district general fund budgets. A guaranteed tax base program

as spelled out in SB 76 is a positive step toward fulfilling this recommendation.

Ideally, the preferred method for providing full equity in financing
Montana public education is a foundation program that covers the full cost.
Or even if the foundation program would cover the average cost of Montana
public school education, we would have financing equity. Observing where we
are presently - with practically every school district using voted levies
beyond the foundation program and permissive areas d% the budget, we are quite
some distance away from this ideal 3q1ution. In fact, some 30% of all;general
~ fund operating revenue comes from voted levies in local school districts. The
voted portion is an integral and needed part of the totalbbudget. Local
taxpayers have voluntarily increased taxes on fheir property to provide what

they believe to be a minimal required education for their young people.

Therefore, assistance to those districts that have the least ability
to raise dollars from property assessment is in order. The guaranteed tax
base will at least partially equalize the nearly one third of the general fund

budget provided by voted levies.

Funding the GFB at 100% of the state average taxable valuation and
allowing equalization for up to an amount equal to 50% of the maximum general-
'fuﬁd-budget~without—a—vote would be desirable. But expecting full funding
-~ at this time is probably not realistic. The parameters for state funding
during the next biennium are faily tight. The lion's share of the funds must
go>for supporting the foundation program in terms of increased budgeting
authority. But a proportionate share of those funds should be earmarked for

implementing the concept of the guaranteéd tax base.

Total ihitial costs could be lessened by decreasing the percentages in
the formula and/or by implementing the program over a period of two or three
years. In any case, we urge this Commiftee to take a flexible approach to
this bill. -Amend it as needéd to make it ‘financially feasible at this time,

but please preserve the guaranteed tax base approach.
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THE CASE AGAINST THE "GUARANTEED TAX BASE"

There are several reasons to reject the guaranteed tax base (GTB)
approach to school funding which is the essence of Senate Bill 76.

1. GTB distributes state aid selectively to school districts
of low taxable value per student (TV/ANB). Yet TV/ANB is not a
decent measure of the real tax burden and seems actually to be
inversely proportional to taxpayers personal income throughout
Montana.

2. There is not evidence that either urban or rural people
systematically pay more property tax dollars per family to support
schools; in other words there really is no problem calling for the
selective subsidies in the GTB approach to school funding from the
state.

3. GTB significantly reduces the local self intereét in being
fiscally responsible, because local taxpayers would no longer
experience 100% of marginal costs or savings in setting budgets,
as they now do in the foundation program funding.

4. GTB will actually violate the constitutional guidelines
for school funding and increase the chance of court challenges to
the state system.

5. Money used to fund the GTB would reduce the state's
ability to solve the real problem --- that local voted and mandatory

property tax levies have become too big a fraction of school costs.

THE "TAXABLE VALUE PER ANB" FALLACY AS A MEASURE OF SCHOOL TAX BURDEN

If we exclude consideration of the few counties with great oil, gas,
or coal property tax base (these areas of the state are such fiscal
anomalies they require special consideration of their own; including
these counties in establishing state "averages" for most any fiscal
purpose is meaningless and/or misleading,) we find that taxable

value per student does not correlate well with actual local tax
effort or burden to support schools and does not correlate well

with per capita personal income which is probably a better measure
of "ability to pay" ofy which some wish to base school aid distri-

bution formulas.
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figures A & B show plots of the taxable value per student and

the taxable value per capita for Montana counties. In each case
we plot these variables against the per capita personal income

of the counties and see that the so-called "property rich"
counties tend to be the "income poor" counties. This invalidates
the basic assumption of the GTB approach to school funding. Since
GTB funding tends to give more state aid per student to areas of
low taxable value per student, we see that we would be subsidizing

the areas of high income --- hardly a reasonable policy.

Chart "C" shows the mandatory school retirement benefits mill
levies and total dollars per capita of these levies for Montana
counties. Since retirement benefits are a fixed percent of school
salaries, and school salaries make up the bulk of school operating
costs, this chart gives a good approximation to the relative

school costs and relative school tax burdens throughout the state.

The key thing to note is that although levies vary greatly, actual
tax dollars per capita do not vary much, and there are no systematic
urban-rural differences in tax burdens expressed in dollars per

capita which is what really affects people.

The dollar tax burden per capita for schools is rather uniform around

the state and calls for no major "reforms" to solve alleged inequities.

The reason that mill levies are a poor measure of tax effort or burden
is that a family's tax bill is the product of mill levy and family
taxable value:

Tax Bill (dollars) = (mill levy) x (taxable value of property)

In Montana's rural areas a typical family pays property taxes not
only on a home, but also on agricultural land, livestock, and

farm machinery. Lower mills applied to that rural family's property
can yield a property tax load for schools equal to or greater than

an urban family's schaol tax load.
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THE 40 MILL LEVY SCHOOL PROPERTY TAX BURDEN

An examination of the 40 mill levy contribution to school foundation
program financing shows that Montanans in counties of high taxable
value per ANB are paying more per capita to support school equaliz-
ation. For example, in Lewis and Clark County, taxpayers pay $53.35
per capita through the 40 mill levy while taxpayers in neighboring
Meagher County pay $98.96 per capita through the 40 mill levy. Yet
Lewis and Clark citizens have higher per capita personal income

($9189 vs $7575).

The property tax component of education funding starts right at
the bottom with a heavier dollar burden on taxpayers in areas of
high taxable value per ANB. This means redistribution of wealth
right at the base of school funding; with the wealth flowing in
many or most cases from taxpayers of lower income to taxpayers

of higher income -~-- which doesn't seem to make much sense. The
only compensating factor is that the foundation program tends to
fund rural schools at a greater amount per student to reflect the

higher costs of running smaller schools.

THE ISSUE OF LOCAL BUDGETARY CONTROL AND "MARGINAL" COSTS

When state aid to schools becomes dependent on and proportional to
the amount of voted levy (as is the case in the GTB approach),

it is clear that local school boards will have weaker control

over their spending levels; the pressure to spend more will be

greater.

Those who are advocating larger school budgets will now argue:
"if you increase the budget X dollars, the state will increase
their aid 50% of X (in a district with 50% of the state average
taxable value per ANB), so we only have to tax the local property
taxpayers 50% of the increase in spending we propose." Or

proponents of more spending can argue: "lower or more frugal
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budgets means less state aid."

In order to promote fiscal responsibility at the local level it
is important that the local taxpayers bear 100% of the marginal
costs or receive 100% of the marginal savings related to their
final total school general fund budgets. The foundation program

does this, while the GTB approach violates this principle.

The foundation program guarantees each school district a given base
amount of state aid independent of their voted levy additions.

100% of any cost differences affect the local taxpayers who determine
the final budget. This is the only way to maximize local scrutiny

of the school budgets and maintain maximum control over spiraling

school costs.

THE CONSTITUTIONAL ARGUMENT

The GTB approach to school funding is being promoted as a response

to questions about whether we are fulfilling the state constitutional
requirements concerning education. The pertinent section of the
Montana Constitution reads; "it (the State) shall fund and distribute

in an equitable manner to the school districts the state's share of

the cost of the basic-elementary and secondary school system." ---
Article X (my underlines). Note that the constitution talks about

the state's share, which envisions a local share; and that the
constitution deals with funding of basic educational costs, not

all educational costs. And the constitution talks about distributing
state aid in an equitable manner, not an unequal manner. I believe
that funding by means of the foundation program schedules best
fulfills these mandates while GTB funding violates these constitu-
tional guidelines. Also note that the constitution no where indicates
that property taxable value per ANB is any measure of local "ability

to pay" or need for state educational aid.
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Charts "A" & "B" show, in fact, that if anything, taxable value
per ANB is inversely related to per capita personal income in
Montana. Personal income is a better measure of "ability to
pay something", if a wealth redistribution system of education

funding were desired --- GTB is clearly designed to be.

There are strong reasons to conclude that the GTB creates
constitutional violations and will guarantee constitutional
challenge, contrary to the stated intent of its creators. If I
lived in a rural, agricultural school district, I would certainly

challenge the GTB on constitutional grounds.

1. GTB sends state aid to school districts in an unequal
amount per student.

2. GTB subsidizes areas of high income at the expense
of areas of lower income.

3. GTB funding is based on the total school budget rather

than the basic budget.

THE REAL ISSUE

Figures "D" and "E" illustrate the real problems in school funding.
In Figure "D" the steady rise in per student costs of education
(after correcting for inflation) is shown by the curve representing
the mandatory retirement levies in Montana. This cost is borne
entirely by property taxes in each county and probably should be

"equalized" in part with state aid on a per student basis.

Up until the 1981 legislature, total voted levies in Montana to
support schools were also growing in real terms (after correcting
for inflation). State foundation prograﬁ aid was not keeping up
with school costs. Figure "E" shows the recent history of the voted
property tax levies as a percent of school general fund budgets.

The real tax burden again was found to be increasing until 1981.
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The 1981 legislature reversed that trend of the voted levy by
large increases in state aid, reducing real voted property tax

burdens per student.

Putting state funds into the GTB would reduce the state's financial
ability to carry out the real needs in school funding --- greatey
state foundation program aid to reduced voted levies, and state
participation to reduce the mandatory retirement levy which is

part of school funding.

Ko Wodhreld

T Ot et )



+

O

1

Toxoble

w2 Q0D

" 500"

. Bl

» Ch

Vo.'\ue. Pe.v: CAP;+

County “"Wealth' Fuure A

| .Ph |
' MO ’ »“l
6V .ct
f
&£ Ty |
‘Ro +TB |
Pl
-Ch
‘Pr -Dn
. Md
.S ™
H Mr
.8d .Br S$G. . Dw
v *Gr ! ‘Wt
pk).ﬁh y
L ry | "M
T¥ «Fh
P'k .G E oCw
Mn. S e
v ] g .
'(V

o ._PQ,rSOn.a'\ Ir\co‘mle_, pér CQ‘:F‘-Q«%

4 5000 6000 7000 e Q060

L




14500 ~

_8500-

leSo0
[
{4So0—
-~
o
12500~ 2
o L
o~
- o
3
fo500™
. TN
re
¢
u2’5oc“x
S
}_
- -
" pSoo™
.
00 "
>

* Mc
Gv* Tre County "WE ALTH"
F:i;asu‘ r< P_)
Gl.
Ch.
J8. Pd .
OP" T*‘ 'Dn
’RO MA¢
Mr.
e Wt
1<z
e Sw 'Dw
Br
«Sd M
'Y
'G'r:pF3 ‘Bh eCu "Y
G
Ln oFh
'Pk
* SR
) 3’&
'C * LC-
‘DL
Mne
O‘Rv

- Perssna! InCoweb__gg.-_“r;ga.m%o.

1 T '
Heood 6000 7600 2000

s e s st e . e e B

Q000



—~er

I T 1 T- T

abr1oar . SICaB N
XA GLy'G99'LES 8961 [B30L 23038
vLT 686°068 9L 9¢ TT1EARY 062 €6L°96C Z6°61 UosSTpeW |
09¢ 9¢6°1¢€¢ e Ly TeJ2uTy Lee 080°‘L09 1V b1 3}124a8s500d ¢ |
vize V02 9¢€S b6 pe obpo1 198(Q 0ce . 996'¢R Z8° b1 otateid
v 81V ‘276G ¢ 67 L€ opeose) (R4 6L8°'¢€6¢C z2°S1 uolal |
€12 6EL'6T16"T 98 "¢ YIR[D pUB STIAD'| [A%A veL'CET Sh°0¢C s1otTuRq “
1€¢ 1€€'9¢€6 16°¢€¢ oqe'1 08¢ G00‘LST 69°G1 utsedg yitpnpy
022 €99/ 1LE 1L 1g uosxojjar|l 60¢€ 866°6VY 61°61 e1opUOd |
10¢€ 608'621'¢C AR mog JIOATTS 08¢ GS0’'9¢y 6€£°91 uoqied
pSe v62°229 617 ¢ waeall e 9Th’zE8 96" LT 1010070 |
€Le BYZ‘10T'1 6€°GE UTOOUuUTI vve £€86°06 GL ST 2anseai]
voz Zvo’‘Lvz’e .99°97 pesylerd 067 89869 G0°ST AoTTeA uapron
8C¢ VIL'6VS’1 R X4 utjeITes 8EC 00G6'¢er1 z0°¢1 QUODOW
912 mNm~ﬂwm.v 13°22 DUOJISMOTTOX ) voz . 6€8'v8 oL ¢t piatjaed
52z 255' L6¢ 08" €2 ITomog ||~ S92 LTy % A outetd
ove 9180716 61°6C 19380) L1e LTE'00E A AR sdTT1TIyd |+
67 C $99°'€49T1 06°6C 93TURIY £9¢ GL6'8Y 98 °¥1 wnajoijzad
622 866°LYS LY €T snbrag 692 £€GL'Y8 I0°TT Iaj3xe)d
G1Z vec’ave 8 v peayioaseayg Le €68°81¢€ 12 11 nesjnoyd
L8Z 901'6€9 CLTLT Aat11ea 612 0LT'zZ61 20°8 TTI2Usiossny
00¢ 0c6‘8LE L8781 siopueg 8t¢ 9vE ‘L8 Z9°9 Xneqr
€£0¢ Ggz'e68’¢€ Ty 8¢ eTNOSS T} bLe L09'98¢2 _ 01" L 8100y,
981 vze'sel C%'91 I103eMprROlg 1€2 9GSy ‘v 19 8L°6 puBTYDTYH
162 S09‘0F¢ 31°¢ve IB3IUM[1TAS 16¢ 088811 LZ°9 Ayasqr
vze BEG'OTS curel uosme( 61¢ 061'6L8 €v° L pngasoy
gce G68°1%1 F1°61 SSRID JoDMG G9¢ LY8'SYG 21°¢g urxoy brg
GG €Er8’eotl $0°0¢ puerieayn L91 Zvv’ost vy 2 ueptiays
SLE 768'2€6 ceiz tTTn || sev 869'6b€ 1€°6 uotTe4
8ve 88986 FS 81 1oubeapy 0G62Z$ 80T‘LET S A I9ATY I2pMOd 1

IR A Sy pno~  Hane/s ENIENEER EEST Ko X3unoo

=N F tanm » L FousIT3oy sietroq "WwaTd/"S"H

. |§ pPaUTqWOD 1




. Voj—. Q"n‘f Dollars) Figure D

(1977 Dollars) M.L..

Per Capita School
Ex?en‘se,s ond
Fund\’na Trends

Voted Levy;

—?,

| 4
15

* 4 S — }
T

| -t ANB  /

46%, Max El. Sced.

FC?MMCX GCE:"& Oy, P TR A N

- 150

L
3

4=

was

£0-8)



3170"

28 1

26 +

L

i

Voted Levy Percent of
School Fuwd Budqets - F‘%“'e

G—en'em\

=

s

7611 1819 go-gi

82-%3



| SENATE TAXATION COMMITTEE
EXHIBIT. £ 102

OFFICE OF PUBLIC INSTRUCTION

lgggéiﬁilaﬂli
’ 76
DISTRI TO PUB SCH PGM Actual Budget Bulﬁm&. i |
BUDGET DETAIIL SUMMARY FY 1982 FY 1983 FY 1984 FY 1985

Full Time Equivalent Employees .00 .00 .00 .00

Public School Support
(figures in millions)

1982 1983 1984 1985
Percent Increase in Schedules 18% 15% 0% 0%
A. Maximum-General Fund
Without-a-Vote* $222.140 $252.505 $248.777 $247.764
B. County Equalization
40 mills 81.205 87.317 90.101 94.086
Forest Funds 2.528 2.693 1.499 1.499
Grazing Funds .131 .150 .150 .150
Elementary Transportation -2.194 -2.730 -2.300 -3.081
High School Tuition -.650 -1.940 -2.151 -2.384
Total - 81.020 85.490 86.699 90.270
C. State Equalization
25 % of Income Tax 35.950 38.181 41.607 43.865
25 % of Corporation Tax 10.250 9.781 10.653 12.436
10 % of Coal Tax 4.310 4.121 4.933 6.153
Interest and Income 47.250 36.398 37.819 39.085
U.S. 0il and Gas Royalties 9.690 11.930 12.160 13.711
Coal Trusts - Local Impact 2.380 3.572 5.145 6.012
Total 109.830 103.983 112.317 121.262

District Share of Permissive Levy

(nine and six mills) 22.80 24.780 25.570 26.701
Account Balances Used 8.490 38.252 24.191 6.544
Total Non-General Fund 222.140  252.505 248.777 244.770
General Fund Appropriation 32.000%% 0 0 2.987

*Excluding Special Education

*%$32 million in general fund was appropriated by the 47th Legislature for the
Foundation/Permissive Programs. This money was transferred to the earmarked school
equalization account in FY82 and is reflected in the "account balance used' column
for ensuing years.

Special Education

The FY83 appropriation for special education is $25,347,864. The amounts contained
in the Executive Budget represent a 4% growth factor each year of the next biennium.
The Executive Budget also includes $500,000 per year for emergency services.

Special education populations grew about 10% in FY82. The primary reason for this

T

growth appears to be the shift of children previously participating in ESEA Title I



SCHOOL REVENUE RECEIPTS AS A PERCENT OF PERSO ALSIEPrl'éE%!AXAn,ON COMMITTEE

School Revenue Persona EXHIBIT
Receipts for Income /
1979-80(a) 1979
(Amounts in  (Amounts
Rank State Millions) Thousands
1 Alaska $ 353.8 $ 4,555 7.77
2 Montana 392.9 6,040 6.50
3  Wyoming 287.9 4,465 6.45
4 Utah 619.0 9,838 6.29
5 New Mexico 575.4 9,383 6.13
6 Vermont 211.8 3,613 5.86
7 New York 9,119.0 160,662 5.68%
7 Maine 439.0 7,722 5.68*
9 Minnesota 1,957.7 35,991 5.44
10 Washington 2,036.5 37,552 5.42
11 Massachusetts 2,763.4 51,303 5.39
12 Iowa 1,351.3 25,455 5.31
13 North Carolina 2,194.3 41,399 5.30
14  South Dakota 272.0 5,137 5.29
15 Oregon 1,190.0 22,587 5.27
16 Colorado 1,299.4 25,285 5.14
17 Wisconsin 2,048.0 40,043 5.11
18 Pennsylvania 5,085.2 100,398 5.06
19 Michigan 4,248.3 86,572 4,91
20 Delaware 263.7 5,428 4,86
21 Arizona 993.9 20,637 4.82
22 New Jersey 3,410.0 71,461 4,77
23 North Dakota 254.6 5,408 4,71
24 Georgia 1,834.6 39,044 4.70
25 Louisiana 1,425.0 30,467 4.68
26 Maryland 1,800.7 38,706 4,65
27 West Virginia 639.9 13,844 4,62
28 Mississippi 691.0 15,007 4.60
29 Illinois 4,931.7 110,032 4,48
30 Alabama 1,166.9 26,240 4.,45%
30 Texas 5,228.8 117,585 4,45*
32 Rhode Island 351.9 7,906 4.,45%
33 Nebraska 605.1 13,668 4.43
34 Oklahoma 1,080.0 24,607 4.39
35 Virginia 1,955.3 44,628 4.38
36 Arkansas 657.6 15,114 4.35
37 Kansas 950.5 21,873 4.34
38 Connecticut 1,358.0 31,553 4,30*
38 Missouri 1,726.1 40,155 4,30%
40 South Carolina 884.3 20,690 4,27
41 Indiana 1,945.2 46,279 4.20
42 Idaho 285.9 6,852 4,17
43 Ohio 3,880.3 93,517 4.15
44 cCalifornia 9,300.0 228,017 4.08
45 Kentucky 1,058.0 26,066 4.06*
45 Nevada 300.1 7,386 4.06%
47 New Hampshire 296.6 7,407 4.00
48 Florida 2,909.7 75,713 3.84
49 Tennessee 1,200.2 32,162 3.73
50 Hawaii 288.9 8,356 3.46

*Indicates a tie in ranking.

(a) Estimated federal, state and local receipts for public
schools. Also includes revenue receipts from local and
intermediate sources, gifts, and tuition and fees from

natranc



Andreca Her%ill
Committee researcher

FINAL RECOMMENDATIONS OF TH
JOINT SUBCOMMITTEE ON EDUCA

in its final report to the Forty-eighth
following legislation;

(SB76)LC6Y, an act to create a guaranteed tax base program

to promote more equitable financing of the vot
ed >
of school general fund budgets. ' ared

Explanation of LC69 (gB76)

Approximately 1/3 of the total general fund budgets for
school districts in Montana has been funded by the
unequalized voted revenue area over the last few years.
Some districts are too property poor to request a voted
levy budget amount from local taxpavers; other districts
have the property wealth to generate, with a few mills, a
voted amount that is more than dcuble their foundation
- program. This disparity in wealth, and subsequent
disparity in expenditures per pupil, could result in a
legal challenge of the school finance svstem, as such
situations have in many other states in the last ten years.

The committee realized that 1local control of school

spending 1is given considerable value in t!ontana. To
balance this constitutionally established desire with the
constitutional mandate for "equality of educational
opportunity," the committee selected a guaranteed tax bhase

approach to equalization of the voted area of school
general fund budgets.

The guaranteed' tax base w»nrogram, as set forth in LC69, (SB76)
would work in the following wav: .

a) a district can qualify 1f the district taxable
valuation per ANB is below the state average taxablc
valuation per ANB. The average valuations per ANB in

1981-82 would have heen $19,193 for elementarv
districts and $39,822 for high school districts;

b) the state would share with a qualifving district in
funding anv general fund budget amount up to 50% above
the schedule amount allowed that district;

c) the forrula for determining the state and district
shares is calculated in the following way, using an
example a2lementary district:



d)

(1) the district taxable valuation per ANB is divided
by the state taxable valuation per ANB
$7,677 + $§19,193 = .40

(2) the district's schedule amount is multiplied bv
.50 to determine the maximum amount bevond the
schedule amount that the GTB program will cover

schedule amount $500,000
X .50
guaranteed budget maximum $250,000

(3) the guaranteed budget maximum is mnultiplied bv
the ratio of district TV/ANB to state TV/ANB from
step (1) $250,000

¢ .40
$100,000

(4) 70% of any nontax revenue that accrued to the
district in the prior school vear is added at
this point $100,000

nontax revenuc = + 20,000
$120,000
this amount becomes the "district share maximum”

(5) the "district share maximum" 1is divided by the
guaranteed Dbudget maximum from step (2} to
determine the district share pexrcent:

$120,000 + $250,000 = .48

(6) the state share percent is then .52

(7) the "~ state share percent 1is applied to any
locally~-determined general fund budget amount
beyond the schedule amount (not to exceed the
guaranteed budget maximum) to determine the

guaranteed tax base aid .amount. In this case,
the district needea $bO 000 bevond its schedule
amount::

$ 50,000
state share percent = X .52
guarantced tax base aid amount = S 26,000

The state would contribute $26,000 and the
district would fund the remaining share ($24,000)
by a mill levy. )

In acccrdance with 20-9-353, MCA, the trustees of this
district would need to seek voter approval to snend
the $50,000 and to set a mill 1levy to cover the
district share of $24,000. The trustces mav set a
general fund budget that exceeds the quaranteed budget
maximum for state participation,but the district would
be responsible for all the revenue required to go
bevond that maximum.



voted

levy

20%

foundation
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80%

A MODEL OF THE GUARANTEED TAX BASE PROGRAM

{

{ unequalized voted

Example:
District taxable valuation= $2,686,350

District ANB count = 350
District taxable valuation per ANB

=$7,677

State average taxable valuation per ANE

Histrict
shatre

489
~ T s50
48%

state
share

52%

permissive

state
equalization

county

equalization

for elementary =$19,193

The guaranteed budget maximum for

this district is $250,000, or 50%
above the schedule amount.any general
fund budget up to this amount would be
shared on the basis shown .The examplec
district budgeted only $50,000 in this
area.

maximum general fund without a vote

(schedule amount)
$500,000

s b s h b r—




PUBLIC SCHOOLS
Page 8

LEGISLATIVE FISCAL ANALYSIS

1985 Biennium

Issuz 2: Guaranteed Tax Base Program

This proposal, submitted by the Joint Subcommittee on Education
would provide a guarantee of a minimum taxable value per ANB to ail
districts of the state. This guarantee would apply to ‘a predetermined
budget level. In the joint subcommittees' recommendation the level was 150
percent of the maximum general fund without a vote determined by statu-
tory schedules. In addition, a fixed portion of the districts' local nontax
revenue would be épplied towards the guaranteed budget level prior to the
state guarantee.

The cost, extent of‘equalization, and number of districts affected by
this propesal depends on: (1) the amount of taxable value per ANR guar-
anteed, (2) the budget level subject to guarantee, (3) the portion of
nontax local revenue the district must apply, and (4) the level of budget
the district adopts.

The number of districts that will qualify for aid and the amount of
aid each district will receive is directly reiated to the guaranteed taxable
value per ANB. Districts whose actual taxable value per ANB is in excass
of the guaranteed level would receive no aid. Therefore, if the guaran-
teed taxable wvalue is low, only the property-poor districts weuld receive
aid.  Conversely, if the guaranteed taxable value is set high, many dis-

tricts wil! qualify. The level of guaranteed taxable value also determines

the amount of aid each district will receive. This is illustrated in Table 8.




PUBLIC SCHOODLS
Page 9

» _ Tahle 6
Lffect of Changing Guaranteed Taxable Value on State Aid
Guaranteed Districts Percent of Guaranteed’ .
Taxable Value Actual Taxable Budget Paid By '
Per ANB Value Per ANB District State
$15,000 $20,000 160 0
$25,000 $20,000 80 20
$40,000 $20,000 . 50 ' 50
i

1Assuming no nontax revenues.

As Table 6 shows, when the guaranteed value per ANB is less than
the districts' actual taxable value per ANB, the state does not participate.
However, as the guaranteed taxable value per ANB exceeded the districts’
actual taxable wvalue, the state begins sharing in provisions of the guar-
antee. The actual share is determined by the ratio of the districts' actual
taxable value per ANB to the guaranteed taxable value per ANB.

4

The amount of aid a district receives also depends on the budget
level subject to guarantee and the level of budget adopled by the district.
Tne iower the budget level guaranteed or set by the disirict, the less aid
provided by the state.

Table 7 illustrates the impact of changing guaranteed budget level on

state aid.

-610-
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. Page 10

Table 7 :
Effect of Changing Guarantesd Budget Leve
in a Sample District

Sammple tiigh Schoot District :

Maximum genera! fund without a vote = $1,771 /ANB or $1,771,000.
Guarantsed taxable value per ANB = $40,000.

Districts' actual taxable value per ANB = $20,000.

Maximum General Maximum Budget Level Guaranteed
Fund Without Subject to Guarantee Bydget Percent State
A Vote % _of MGF* Total Amount State Aid
$1,771,000 160 $2,833,600 $1,062,600 50 $531,300
1,771,060 150 2,655,500 794,500 50 397,250
1,771,000 140 2,479,400 798,400 50 354,200

1,771,600 130 2,302,000 531,000 50 265,500

“AMaximum general fund without a vote.

Table 7 illustrates that as the guaranteed budget level in the second
column declines from 160 percent of maximum general fund without a vote
to 130 percent of maximum general fund without a vote, in this hypothet-
ical example, the state aid is cut in half. A similar effect would occur if
the district adopted a budget of 130 percent of maximum genér‘al fund
without a vote while maximum budget level subject to guarantee was 160
percent.

The portion of local nontax revenue the district must apply prior to
state guarantee will reduce the amount of state aid and district property
tax funds that must be applied to reach any guarantezed budget level.
Under the subcommittee proposai, 70 percent of local nontax revenues must
be applied toward the guaranteed budget before state guarantee funds are
used. |

The level of guaranteed value per ANB, the budget level subject to
guarantea, and the percent of local nontax revenues offset provide the
legislature with policy tlools to focus aid to elementary and secondary
education. Given any level of total funding, a lower guaranteed taxable

value per ANB and a higher budget level targets funds on the few most

-611-
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property-poor districts. A higher guaranteed taxable value would disburse
the funds among more school districts while providing less aid to each.
The three following options present an example of the choices. The possi-

bilities are unlimited.

OPTIONS
Option a:
Guaranteed Taxable Value/ANB 1984 1985

High School o $47,380 $51,630
Elementary . 20,650 21,840

Statutory Schedule Increase 6.5% 7.0%

Guaranteed Budget Leve! 150% - of Maximum General
Fund Without A Voted Levy
This is the guaranteed tax base proposed in the bill prepared by the
Joint Subcommittee on Education. This is in addition to current level
foundation and permissive funding. The guaranteed taxable value is the
projected state taxable \)alue divided by the projected number of ANB.
The subcommittee bill calls this the state average taxable value per ANB.
The guaranteed budget level is 150 percent of the maximum general fund
without a vote. This option would cost $41.56 million in fiscal 1984 and
$44.45 million in fiscal 1985 over the LFA current level.
Cption_b: '
Guaranteed Taxable Value/ANB 1984 1985
Secondary  $47,380 $51,630
Elementary 20,650 21,940
Statutory Schedule Increase 0.0% 0.0%

Guaranteed Budget Level 150 percent of the maximum
general fund without a vote

This is the same as option (a) except the guaranteed tax base is
allowed in lieu of the increase in Foundation and Permissive rather than in
addition to it. The cost of this option is less than option (a) as the cur-
rent level foundation increases of 6.5 and 7.0 percent are not granted.
This option would add $22.55 million in 1984 and $3.89 million in 1985 to

current level general fund appropriations.

-612-




PUBLIC SCHOOLS

Page 12
Option c: ‘
Guaranteed Taxable VALUE/ANB 1984 1985
Secondary $34,500 $37,700
Elementary 13,400 14,200
Statutory Schedule Increase 6.5% 7.0%
Guaranteed Budget Level 150 percent of the maximumn

general fund without a vote

This coption provides a guaranteed taxable value per ANB of the
projected taxable wvalue per ANB of theumedian student; i.e., half the
students live in districts with higher taxable value per ANB and half live
in districts with lower taxable value per ANB. This taxable value is
considerably lower than the wvalue in statewide average value used in
option (a). Like option (a), the guaranteed tax base is granted in addi-
tion to 6.5 and 7.0 percent foundation program increases. This option
would add $17.3 million in fiscal 1984 and $18.3 million in fiscal 1285 to
current level general fund appropriations.

Table 8 compares the three options.

- Table 8
Comparison of Guaranteed Tax Base Options

Option_a. Option b. Option c.

Biennium Addition to LFA
Current Level General Fund $86,010,000 $26,440,000 $35,600,000

Foundation & Permissive Increase

1984 6.5% 0.0% 6.5%
1985 7.0 0 7.0
Percent of Districts Aided
tlementary 42% 42% 25%
Secondary 53% 53% 32%
Percent of State Total1
ANB in Aided Districts
Elementary 70% 70% 49%
Secondary 82% 82% 50%

1. . . Lo

Figures include only guaranteed tax base and Foundation-Permissive
aid. In options (a) and (c¢), the 6.5 and 7.0 percent schedule increases
would provide assistance to all districts in the state.
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A special problem relating to implementation of the guaranteed tax
base program is -the difficulty in estimating the general fund cost. This
arises because, while the guarantesd budget level may be 150 percent of
the statutory maximum general tund without a vote, the district may Zdu,cL

a budget less than the maximum guaranteed. To the extent the district

adopts a budget less than the maximum guaranteed budget, the state will

share in the savings and the total cost to the state will be less than

calculated in this report.
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SENATE YAXATION COMMITTEE

' T
¢ ERRTIMONY*ONCEEAL*ALI *FOR* TN SFNATE*IAXATION COMMITTEE, MARC 1,555597 y
haach! 8.3, am.

Please support S.B. 411. Ei h BILL/RES: Ut

Like doowning men grseping at eny straw, local governmenis support 511 Dills which
could help them with their severe shortfalls in revenue.

The ressons for these shortfalls include: the likely loes of the business inventcry
tax, s reduction in the texsble vsluation of commercisl property, stete-mendsted ex-
penses such as fire snd police pension levels, etc.

Thege is encther big resson, less cften heard, why locel jcvernmente sre in trouble:
Urben sprawl.

Around sll our citiee today, we see growing euburbs, whother in Billinge or Denton,

Grest Faells or Wolf Point. We seldom stcp to think how exteneive these suburbs sre

or how much they cocst all of us.

Here sre some figures for one city:

1960 1970 1980
Bozeman (without students) 8&,923 10,483 10,900
Jurisdictional ares 2,100 3,380 5,483

Cne cen cee from these figures, that in 1960, 4 city reeidents supported services for
each one in the jurisdictionsl sres, while by 1980 2 city reeidents only supported the
services for each one in the jurisdictional ares.

However, the burden on the city dweller is even worse when one researches farther
to see how far-flung sre the suburbs snd the farther reeches of city-working, but
rurgl dwelling, people.

When one looks at the home addresses of ell the workers for & large employer, he finds
that about half the employees do not live in the city (do not pay property taxees) that
they work in. For exsmple, of MSU's 1,752 on-cempue employeee, 823 live outside the
city. That is 47%. 1In other busineesses , spot checks show & higher retio of commuters.

These figures meen, for cities, thet ell day long, every week-day, half taworkers
drive into town, use the streets, wesr thm out, require police and fire protection,
etc., but et night, drive home to thc country snd don't pay a penany for all those
services they use 40 or more houres e week.

For counties, too, the suburbs mesn exire problems end expenses. The suburban residents

demsnd the city servicee they sre ueed to: better roede, snow removal, dog control, firse
protection, fast smbulsnces, etc. And when they sre ssked to vote extra money to pay for
them, they sre lisble to vote yes, further impscting the burden on the rurel praperty

tax peid by renchere end farmers who are slermed 8t the expenses the suburbanites force

on them. (But none of these rural prbperty texes go to the city.)

So property texes keep zoing up, to unsccepteble levels, both for rursl reeidents, end
especially, for city residents who pasy part of their property tex for county coste for
which they receive little be it. PFor example, on my 1980 property tex stetement, I
peid 24.67 wills for thefEenerdl levy, the bridge fund, weed control, the ruarsl SID
revolving fund, etc. (I don't object to the mille I pay the county for sctusl services
such as the poor fund, the district court, etc.)

So, in conclusion, municipslities ere hurting bsdly, they need every poessiblé help
thet cen oce given to them, end in the long run, help given to municipaslities will

benefit 8ll the people. 1‘(\% \’WW

Mary Vant Hull, Bozemen City Commissioner




SENATE TAXATION COMMITTEE

NAME Ward A. Shanahan

ADDRESS P.O0. Box 1715, Helena, MT 59624 DATE 03/01/83

WHOM DO YOU REPRESENT Stillwater PGM Resources

SUPPORT OPPOSE XXX AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.
Comments:

Although Stillwater PGM Resources endorses the con-
cept of tax base sharing for new industrial development in
rural areas such as contained in HB 870, we are opposed to
SB 411 for the following reasons:

1. SB 411 could increase a new business' prop-
erty tax by at least 40% over the normal expected
levy;

2. SB 411 places the county governing body in
the sensitive position of determining tax revenue
allocations to municipalities and school districts in
a broad discretionary manner; and

3. While there is a 1limit on new taxes for
municipalities, there does not seem to be a limit on
a school district's ability to tax the new business
or on the number of school districts that could
participate.

In summary, we are concerned that SB 411 expands the
taxing authority of local units of government almost
entirely at their own discretion and creates the potential
for excessive taxes on new businesses. 1In addition, the
bill mskes accurate tax obligation forecasting almost
impossible.

The concept of tax base sharing, as outlined for new
hard-rock mining development in HB 870, is a much more
equitable approach to solving revenue disparity problems
with development in rural areas. It ties the sharing to
the mine "impact plan" and sets up a rational system for
distribution of impacts.

We urge this committee to table this bill until such
time as the revenue base sharing concept in HB 870 can be
considered. -

0802W
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