MINUTES

MONTANA SENATE
51st LEGISLATURE - SPECIAL SESSION

COMMITTEE ON EDUCATION AND CULTURAL RESOURCES

Call to Order: By Chairman H.W. Hammond, on June 27, 1989,
at 8:55 a.m., Room 402

ROLL CALL

Members Present: Chairman Hammond, Vice Chairman Nathe,
.Senator Blaylock, Senator Brown, Senator Pinsoneault,
Senator Regan, Senator Anderson, Senator Mazurek

Members Excused: Senator Farrell
Members Absent: None
Staff Present: Dave Cogley, Legislative Council

Announcements/Discussion: Chairman Hammond announced that
the Committee Bill which they had constructed, had been
introduced and read across the rostrum, and was now
prepared and ready for them to hear and pass out of
Committee. He said that once they had reported it out
of Committee, it would go to the Senate floor.

HEARING ON SENATE BILL 26

Senate Bill 26 was a Committee Bill, basically constructed
from SB 7 and SB 20. The actual hearing process took
place during the construction of the bill, on June 23,
and 24, 1989. Senator Mazurek and Senator Nathe,
respectively, were sponsoring the foundation bills, and
are the co-sponsors of SB 26.

DISPOSITION OF SENATE BILL 26

Discussion: Senator Mazurek stated that it had been pointed
out that amendments on the coal flat tax were different
than the proposed Gage amendments. He said there was
some concern with the language. Dave Cogley stated
that Senator Gage had already requested the amendments,
and they were being drafted.

Senator Mazurek said he also had a question concerning the
caps. He said he thought Senator Nathe, in SB 20,
didn't have retirement included in the caps, because
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retirement was in the general fund. He said SB 7 had
retirement included, for purposes of determining the
caps, and the Committee Bill (SB 26) did not have that.

Cogley said that was correct, because the cap was on
the maximum general fund budget, and not on the voted
levy. He said that you went from foundation program up
to that voted levy, so in a sense it was a cap on the
voted levy, but was actually placed on the maximum
general fund budget. He said the reason it was not in
SB 26, was because when the Committee had expressed the
cap as a percent of the foundation program (the
equivalent of 117% of general fund expenditures) the

"statement was that it would be that equivalent

percentage, expressed as a percentage of foundation
program. He said the foundation program did not refer
to retirement, so that was why retirement was left out.

He said the logic was, that you did not fund
retirement out of general fund. He stated that if you
allowed this maximum general fund cap to be based on a
percentage that included general fund and retirement
(an item not funded out of general fund), you would be
greatly expanding that range of foundation program and
maximum general fund budget. He said it would be
expanded, because of something they weren't funding out
of the general fund.

Senator Mazurek stated that retirement would be funded at

the state level. Dave Cogley said it was funded 100%,
and was not funded through the foundation program.

Senator Nathe asked if he was saying that retirement was not

in the general fund coming through the schedules, where
it was automatically a part of the base, and would have
been part of the cap? He said that would have had a
subtle effect of elevating the dollar amount on the
cap. Dave Cogley said it really had no relationship to
the general fund, because it was not a general fund
item. He said that if it was allowed for use, in the
purposes of calculating the cap, the affect of would be
to greatly expand the range of spending allowable in
districts. He said there would no longer be a range of
100 to 117%, there would be a range of 100% to some
percentage which included something which was not being
funded out of the general fund. He said you would be
increasing the allowable range of disparity, and per
student spending.

Senator Mazurek stated that all of the discussions had

utilized the concept that the cap was based upon total
expenditures, including the retirement. He said he
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needed to understand the impact of that, even though he
appreciated what was being said. He said, in view of
how people had been looking at this, it was a subtle
but significant change, which had a broad ranging
affect on the schedule print outs.

Senator Gage said he thought they would have to convert the

retirement amount, to an equivalent foundation program
amount, for purposes of determining the cap. He said
that if they did that, then their cap would be
similarly based on both of them. He said that if they
left it outside of the foundation program, and based
the caps on just the foundation program, they were

-going to have some more nooses.

i

Senator Mazurek stated that the proposal had come in, using

the cap as that percentage, and they had used 117%
percent of foundation program, plus retirement, and
Senator Nathe had an equivalent ratio on the total
dollars of foundation plus retirement. He said that
now they were pulling, in some cases, the equivalent of
56 mills out of what they were going to measure the cap
against. He said it may be apples and oranges, but it
was a new picture.

Chairman Hammond stated that had been the largest cry, of

Dave

most of the school administrators, when this Bill had
its beginnings. Be said it was, that many of these
small schools wouldn't have the money to fund the
retirement.

Cogley stated that the idea of the cap, was that it was
a cap on the general fund budget, and was a limitation
on how much could be budgeted and spent through the
general fund.

Senator Nathe asked if, when they capped, they were not

capping retirement when it was outside the general
fund, for any dollars raised to pay that retirement.
Dave Cogley said that was correct. He said that if it
was the desire of the Committee to put retirement in
the base, against which the cap was computed, that was
a very simple amendment.

Senator Nathe asked if that changed all of the spreadsheets?

Senator Mazurek said, on the front page of Exhibit #1,
where it said FY '91 General Fund Expenditure Cap,
where retirement was obviously excluded, this amount
was going to be less than it would have been with
retirement included.
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Chairman Hammond stated that he had twelve schools in his
district, which were capped. He also asked if the LFA
had prepared exhibit #1?

Senator Mazurek stated that in the upper right hand corner,
it showed that the Legislative Auditor, Legislative
Fiscal Analyst, and Office of Public Instruction had
all joined together to develope the program.

Senator Mazurek told Senator Regan he understood that
exhibit #1 did not consider the affect of phasing in
retirement as a state expenditure, in four years. He
.said it looked at retirement as it presently existed.

Chairman Hammond asked what happened when a district was
capped, until the state took up retirement, and the
responsibility remained with those districts? Senator
Mazurek said that all of the counties were going to
continue to have the current countywide retirement
levy, to pay for retirement. He said the issue was
whether the amount that they paid for retirement should
be included in determining what the cap on the local
effort was, for general fund purposes. He said the
mill impact would include, on appendix II, the amount
of mills which were levied.

Dave Cogley said the chart (exhibit #1) had computed the
budget cap, not including retirement in the base. He
said the cap in SB 26, was based on 121% of the
foundation program, and that included the foundation
schedule amount, and special education. He said that
if the figure in column five was added to the figure in
column six, and multiplied by 121%, it became the
figure in column nine (the expenditure cap). He said
that did not include retirement in the calculation of
the cap. He said the chart was consistent with the
bill, as drafted.

Senator Mazurek asked if there were any retirement mills in
appendix II, which dealt with millages? He suggested
that they may need to visit with Dave Cogley and the
Auditor's Office, to determine whether a floor
amendment may be necessary. He said he understood what
Dave Cogley was saying.

Dave Cogley told Senator Blaylock that it worked to increase
the disparity in the range of spending which would
exist under the cap, but it also increased the possible
disparity, because they were moving from their
foundation program amount, to an increased level. He
said that produced a range of potential disparity, with
retirement included in the calculation.
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Chairman Hammond stated that the reason for the meeting was
a committee hearing, because SB 26 had to be
reintroduced as a Committee Bill, and to vote on the
bill. He stated that Senator Farrell was not present,
but he had voted against the bill, in the earlier
committee hearing, so they already knew what his vote
was.

Senator Anderson stated that the spreadsheet showed the bill
as increasing the mill levies, and affecting far more
schools than anticipated, and that was a great concern.
He asked what would happen if the bill was funded at a
-lower level? Senator Mazurek said he thought that
would raise the mill levies even further.

Chairman Hammond said that would be true of the total mill
levy, but it wouldn't be true in all cases.

Senator Anderson expressed a concern that if it was funded
at the state level, there was less local control.

Senator Pinsoneault asked, on Appendix II, without a
consideration for retirement, if the levy increase in
column 12 was over and above what was required to pay
for retirement? Dave Cogley said he had not seen the
printout before, but he understood that it was probably
considering all of the mills levied in the districts
and counties. He said he could not actually answer the
question for sure.

Amendments and Votes: None

Recommendation and Vote: Senator Brown moved SB 26 DO PASS.
The motion Carried seven to two, with Senator Farrell
and Senator Hammond opposing the motion.

Chairman Hammond announced that SB 26 would be on the Senate
floor, at approximately 3:00 p.m. that afternoon.

ADJOURNMENT

Adjournment At: 9:24 a.m.
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SENATOR H.W. HAMMOND, Chairman
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NAME PRESENT ABSENT EXCUSED
SENATOR ANDERSON v
SENATOR BROWN v
SENATOR BLAYLOCK v
SENATOR FARRELL —
SENATOR REGAN v
SENATOR NATHE v
SENATOR PINSONEAULT v
S'ENATOR MAZUREK v
SENATOR HAMMOND - /

Each day attach to minutes.



SENATE STANDIRG COHHITTEE REPORT

June 27, 1989
HR. PRESIDENT:

We, vyour committee on EBducation and Culiural Reeources, having
had under consgideration 8B 26 (first reading copy ~- white),
regpectfully report that SB 26 do pass.

DO PASS ; Vi .

& o \..
Signed: . .{fﬂéﬁfr“‘“?”é“‘ '7*65\\
H. W. Hammond, Chairman

Statement of Intent adopted.
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