
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
53rd LEGISLATURE - REGULAR SESSION 

COMMITTEE ON EDUCATION & CULTURAL RESOURCES 

Call to Order: By Rep. H.S. "Sonny" Hanson, Chair, on March 10, 
1993, at 3:23 p.m. 

ROLL CALL 

Members Present: 
Rep. Sonny Hanson, Chair (R) 
Rep. Alvin Ellis, Vice Chair (R) 
Rep. Ray Brandewie (R) 
Rep. Fritz Daily (D) 
Rep. Ervin Davis (D) 
Rep. Dan Harrington (D) 
Rep. Jack Herron (R) 
Rep. Bea McCarthy (D) 
Rep. Scott McCulloch (D) 
Rep. Norm Mills (R) 
Rep. Bill Rehbein (R) 
Rep. Sam Rose (R) 
Rep. Dick Simpkins (R) 
Rep. Wilbur Spring (R) 
Rep. Norm Wallin (R) 
Rep. Diana Wyatt, Vice Chair (D) 

Members Excused: Rep. Dolezal and Rep. Gervais 

Members Absent: None 

Staff Present: Andrea Merrill, Legislative Council 
Susan Lenard, Committee Secretary 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

Committee Business Summary: 
Hearing: None 

Executive Action: None 

Presentation from the Office of the Legislative Auditor: HB 667 

Members of the Office of the Legislative Auditor Present: 

Scott Seacat, Legislative Auditor 
Jim Gillett, Deputy Legislative Auditor 
Vicki Rauser, Manager, Financial-Compliance Audits 
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Scott Seacat said the concept of the new school funding plan is 
based on an analysis of the existing expenditures for each 
elementary and high school in the state. The general fund budget 
was examined and from this PL-874 money was removed. The 
expenditures for special education were considered and also 
eliminated. Mr. Seacat noted the original equalization model does 
not attempt to equalize PL-874 or special education money. He 
turned the committee's attention to page 1, EXHIBIT 1, and noted 
the current fiscal year guaranteed fund budget rests at 
$562,512,474. He indicated this amount is similar to the total 
general fund budget. He explained the information given on the 
page. He emphasized the numbers will change as the Select 
Education Committee makes decisions regarding HB 667. 

Mr. Seacat described the method of study of the available 
information. The Office of the Legislative Auditor performed a 
regression analysis on the expenditure data. The formula 
approximates what Montana spends, on average, statewide to fund 
schools. The first factors in the analysis are the base 
entitlement figures for elementary ($18,000) and high schools 
($200,000). He noted some individuals' comments the model does 
not appear fair since high schools receive ten times the amount 
of elementary schools. Mr. Seacat suggested the committee ignore 
those numbers as they are numbers which lie on the regression 
line. He stated elementary and junior high schools we~e 
considered separately from high schools, with the intent of 
analyzing the existing general fund expenditures i.e. what it 
costs them presently and project that as the cost of education. 
The statistical analysis did not include five percent of the ANB 
of the high and low spending schools. They were removed as 
outliers. He said the $18,000 figure for the elementary schools 
has nothing to do with fixed costs in schools. He explained the 
slope of the regression line is figured on a per ANB basis. The 
funding plan is built on two concepts. The first is that the 
legislature sets budgets and spending. He said funding will be 
based on an ANB basis rather than on one hundred four percent of 
last year's budget. Mr. Seacat said this approach needs to be 
considered seriously. With a great increase in ANB, a school 
would have a difficult time paying for all of the required 
services under a funding plan which is based on a percentage of 
last year's budget. Under the Select Education Committee plan, 
funding would be based upon one hundred four percent of the prior 
budget or one hundred four percent of the prior spending for ANB, 
whichever is greater. The model attempts to take into 
consideration the economies of scale. Each additional ANB added 
to a school does not necessarily cost the same amount. The per 
student reduction factor takes that variance of cost into 
account. The twenty cent amount means that for every student 
beyond the first ANB the school would receive twenty cents less 
than the previous ANB down to the maximum per student reduction 
ANB, an amount of 2500 ANB. For the elementary level, schools 
would receive $3500 for the first ANB, the second, $3499.80, the 
third, $3499.60, etc. Once the school has reached the stop-loss 
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amount of 2500 ANB, each and every ANB beyond will receive that 
final minimum amount. 

REP. MCCULLOCH asked how this plan does not penalize larger 
school districts. 

Mr. Seacat said the rationale was that at some point the 
reduction needs to be stopped. He said the equalization model is 
based on a mathematical analysis, whereas the stop-loss amount of 
2500 is not. He said the Select Education Committee is working 
with other individuals who have recommended stop-loss figures as 
low as 1500 ANB. 

REP. MCCULLOCH asked why the plan does not apply a flat rate for 
each student. 

Mr. Seacat responded that could be done, but it would not take 
advantage of the economies of scale. A flat rate would put a 
great amount of money into big schools. 

REP. MCCULLOCH contended it would, however, be based on 
population. 

Mr. Seacat replied it would and if one accepted the regression 
analysis, the population consideration would be based upon the 
regression line. 

REP. SIMPKINS said that very thing is done under the present 
foundation schedules. 

REP. MCCULLOCH stressed there are currently eight different 
schedules. 

REP. ELLIS commented he does not know of any state which spends 
the same amount per student regardless of the school size. 

Mr. Seacat maintained the plan can be looked at from the schedule 
perspective, with not eight but twenty-five hundred schedules. He 
insisted the plan will force schools toward equalization as 
defined by the courts. Mr. Seacat stated the stop-loss of 1500 
ANB is the preference of the education community. He said it will 
cost an additional five million dollars and will benefit schools 
with ANB of 1500 or more. It was explained if the stop-loss of 
twenty cents was set at three ANB, then every child after the 
first, second, and third would be funded at $3499.60. The three 
is equivalent to the 2500. If the stop-loss is moved up to two 
ANB, then every child after the second would be funded at 
$3499.80. 

REP. MCCULLOCH asked for the amount applied at the stop-loss 
point per ANB. 

Ms. Rauser said the amount is $3000 per ANB for every student 
beyond the 2500th ANB. The stop-loss figure should be multiplied 
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by the cent increment amount and subtracted from the initial per 
student allocation to determine the minimum amount per ANB beyond 
the stop-loss figure. For a stop-loss of 1500 ANB and an 
increment of twenty cents the amount equals three hundred so the 
stop-loss amount would be $3200. 

REP. MCCARTHY asked if the Select Committee has amended the bill 
to a stop-loss of 1500 ANB. 

Mr. Seacat replied it has not and stressed it would result in an 
additional five million dollars in cost. 

REP. SIMPKINS explained the model deals with what money the state 
has now, and represents what equalization would look like under 
last year's budget. He explained the plan is revenue neutral. 

REP. ELLIS asked for clarification on the origin of the number of 
students per school. 

Mr. Seacat indicated the numbers came from the 1993 budgets 
provided by the school districts. He stated part of the concern 
about education funding this session is that an increase of 
nearly six thousand students is projected in the next biennium. 
The Office of Public Instruction estimates an increase in student 
nuffibers will cost approximately thirty-nine million dollars. He 
said the costs associated with the one time benefit th~ state is 
receiving, in Guaranteed Tax Base (GTB) from the fund balance 

. reappropriated being larger, is a part of this total. The 
nineteen million HB 471 contemplates has not been taken out of 
the plan. 

REP. WYATT asked how the plan adjusts for the economies of scale 
from the bottom end as it has been described it does from the top 
end. 

Mr. Seacat said the plan does not have an inflator on the "down 
side" of the base. In terms of administrative costs, those on a 
percentage basis are higher in small districts. He indicated the 
model does not contemplate that issue and neither do current 
funding formulas, other than a high fixed cost base. He said the 
question of who wins under this proposed plan all depends upon 
current spending patterns and current mill values. 

REP. DAVIS asked where PL-874 money fits into the plan. 

Mr. Seacat stated approximately twenty million dollars are 
currently budgeted in the general fund by schools which receive 
PL-874 money. In this model, it has been presumed schools will 
use PL-874 funds in the same fashion in the future as they are 
presently. Some schools use PL-874 money to offset their voted 
levies or for specific programs related to Indian education 
programs. He stressed the Office of the Legislative Auditor does 
not want to touch PL-874 money. 
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REP. DAVIS asked for the distinction between Indian Impact Aid 
and federal money. 

Mr. Seacat explained there are three types of PL-874 money. He 
reported the first of which is the Malmstrom Air Force type of 
impact aid money, i.e. for students living on a military facility 
and whose parents work/live on a military facility. The second 
type of aid is for students living on reservation lands and the 
third is for students whose parents live and work on federal 
property or students whose parents either work and/or live on 
federal property. 

Ms. Rauser commented that when the model mentions PL-874 money, 
all kinds of the PL-874 funds are being considered as impact aid. 

REP. DAILY asked if school districts are part of the whole 
process if PL-874.money is not a part of the plan. 

Mr. Seacat reiterated by stating those schools would be using the 
money in the same fashion they are using it now. He said some of 
the same concerns were raised by other individuals. This concern 
prompted a separate analysis which took out all of the PL-874 
schools whose general fund is more than five percent PL-874 
money. He said the regression line changed very little with the 
omission. Mr. Seacat noted those schools were eliminated when the 
original outliers were removed. ' 

Mr. Seacat continued by defining educational funding as "maximum 
budgets for schools." The model contemplates spending disparities 
between similarly sized schools. A spending disparity ratio of 
1.25 was determined as the federal criteria for whether or not 
the state can equalize PL-874 money, which he stressed this model 
does not do. He asserted this funding model follows that specific 
ratio. The following logic was considered. If the legislature 
sets the maximum budget, a 100% total would be defined. If in 
fact, the legislature sets a minimum of 80%, then 100% equals 
1.25 of 80% and the disparity ratio is recognized. If the state 
holds 80% as the minimum mandatory level of expenditure then the 
state will fund this with either direct payments or direct state 
support. EXHIBIT 2 

The numbers 50%, 30%, and 20% apply to the state support 
percentage-base, guaranteed percentage-base, and unsubsidized 
percentage-base respectively. (EXHIBIT 1, page 1) For the 
elementary school listed, the base entitlement is $18,000. With a 
guaranteed percentage of 50%, $9000 will be direct state support. 
With a percentage of 30%, $5400 will be GTB money. The state will 
support this with GTB at 200% of the current state wide average 
under this model. The 200% is found on the chart and labeled 
"Mill Guarantee Percent of Current Guaranteed Mill Value." The 
current statewide average as defined in the law is a little 
higher than the actual statewide average. The statewide average 
for an elementary school is approximately fifteen dollars per 
mill per ANB. The state is currently at 121% of that figure, or 
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$17.74. This model contemplates funding of GTB up to thirty-five 
dollars. For example, under the current situation the state is 
guaranteeing $17.74. Under this model, the state would guarantee 
up to $35.50. If one was in a district with an average mill value 
per ANB of $10.00. For every mill assessed on a per ANB basis the 
school will get $17.74, guaranteed. Local tax payers contribute 
$10.00 per ANB, and the state subsidizes the remaining $7.74. 
Under the proposed model the local taxpayers pay that same 
$10.00, and the state subsidizes $25.50. The GTB in a district 
whose value of the mill is thirty-five dollars or less would 
benefit from getting subsidization for a portion of that $5400. 
Under the present law on GTB a district would benefit only if its 
mills were $17.74 or less. This being the case the district has 
$14,400 of that $18,000 in direct state support or in GTB. The 
$3600 remaining to reach to the $18,000 is attained through local 
effort. The state will assist in getting the district to the 
minimum mandatory amount (80%) the state has determined the 
district must spend. If the district wants to spend above the 80% 
level it must obtain the money through local effort. As long as 
spending is between 80% and 100%, according to the spending 
disparity ratio of 1.25, equalization has been reached. 

The numbers fqllowing on the chart, 45%, 35%, and 20%, apply to 
the per student amount. (EXHIBIT 1, page 1) The per student 
amount of elementary schools of $3500 decreases by the number of 
ANB in the district. " 

Mr. Seacat stated the funding formula also addresses spending 
disparity. Laurel and Colstrip were used as examples since their 
ANB are the same and thus their maximum budgets would be the 
same. Under present practices Colstrip's budget is two or three 
times that of Laurel. Under the proposed plan this cannot happen. 
The GTBhas been funded on the base amount of $3500. The direct 
check is 45% of the $3500, 35% of the remaining is GTB, and the 
remaining 20% is local effort. In both sets of the parameters, 
the 50% and 30% equal 80% and the 45% and 35% equal to 80%. This 
is important because it sets the minimum level of expenditure. 

REP. SIMPKINS stressed understanding how GTB is determined is 
very important. GTB is determined by taking the total property 
value of the district and dividing it by the total number of 
students in the elementary schools. That amount is the total one 
mill will raise. The same thing is done statewide. Using the 
previous example, $17.74 is the property value one mill will 
raise per child statewide. This figure is derived from the total 
property value across the state divided by the total number of 
elementary students. The flow of money has not, as of yet, been 
changed in this equalization program. 

REP. DAILY asked if this plan equalizes on student numbers and 
not on revenue. 

Mr. Seacat replied the GTB portion does deal with wealth 
neutrality. He said the model has not been indexed to the state's 
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ability to pay for local effort and does not care about the 
revenue source. It is presumed the system of property taxation is 
fair and equitable and does not change the amounts deposited into 
the state equalization aid account. 

REP. DAILY said he believes it important to consider the issue in 
this manner, but said the judge could decide in a completely 
different direction. This being the case, REP. DAILY suggested 
that to make any changes could be very premature. He noted that, 
on one hand, equalization has been defined as equal dollars, but 
it is not certain the constitution defines it in such a way. 

Mr. Seacat agreed, but said the Office of the Legislative Auditor 
has not attempted to do anything other than equalize the dollars. 

REP. SIMPKINS asserted the decision upon which the plan has been 
based is Judge Lobel's decision which stated "equal dollars per 
student" in each school ·category. 

Mr. Seacat articulated there are two other pieces to the plan 
that need to be considered. These are the concepts of the winners 
and losers. Currently there are districts spending above the 100% 
level and others which are spending below the 80% level. Winners 
and losers are expressed in two different terms. One is in terms 
of'budget. For those districts which spend above the 100% level, 
they will need to "come down " and spend less. In this '.case some 
of the mills will increase and some of the mills will decrease. 
On the other end, those districts spending below the 80% level 
will be required to spend more. Again, in this scenario, some of 
the mills will go up and some of them will go down. Mr. Seacat 
emphasized there is no pervasive trend in the model that benefits 
or is a disadvantage to any specific area in the state. The 
"pain" and benefits of equalization are fairly evenly 
distributed. 

Districts below the minimum mandatory spending amount are 
required to spend at the 80% level or above within five years. 
They have to spend at least 20% of the difference between their 
current spending and the 80% level each year for five years in 
order to reach the minimum. Districts above the 100% will have to 
reduce their spending by two percent per year. For the schools 
above the 100% line, once they have come down the two percent and 
if they are still above the 100% line, the difference above the 
maximum would have to be covered by a voted levy. The Select 
Committee decided the budget would be frozen for the first year, 
instead of having the 2% down-turn, since elections and levies 
would already be planned. The second year, the budget would need 
to be reduced by 1% and would be covered by a permissive levy. In 
the third year, the budget would be reduced by two percent with a 
voted levy. The fourth year and thereafter until the school 
reaches the maximum, the percentage drop would be three percent 
with a voted levy. From a legislative policy perspective, the 
Select Education Committee stated that spending below the 80% 
line is mandatory, between the 80% and 100% will be permissive, 
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and above the 100% will be voted. 

REP. MCCULLOCH asked if a school could grow only by an increase 
in ANB. 

Mr. Seacat replied that is not correct. The district could grow 
the higher of 104% of the prior budget or 104% of the average 
spending per ANB. If a district has a stable ANB and is spending 
at 85%, it can increase to 89% spending with no increase in ANB. 
Even if the school had a decrease in ANB it could still go to 89% 
because that would be the higher of 4% of the prior budget or 4% 
spending per ANB. A school cannot not spend more than the 
maximum. He said when the legislature has money to put into 
education it could place it in at the maximum line, deposit it in 
a cost of living allowance, or increase the GTB percent. 

REP. MCCULLOCH asked if the figures would need to be adjusted for 
current ANB. 

Mr. Seacat stated the Select Education Committee has discussed 
using enrollment i.e. current numbers. 

Mr. Gillett said one of the reasons the 1989 Legislature backed 
up the ANB calculations (HB 28) was so to allow budgets to be 
computed in time for a vote in April. There is a need to have the 
information early enough to get budgets and mill levie,s set by 
July. He explained the possibilities become more likely as more 
current information is used. 

REP. HERRON asked how adjustments are made for schools which pay 
differing teachers' salaries. 

Mr. Seacat said the model does not adjust for that situation. He 
explained it would be up to the local board of trustees to decide 
how much the district shall spend when it is located in the 80% 
to 100% spending category. The way the model currently sits, that 
decision would ultimately be at the expense of the local 
taxpayers. There is nothing prohibitive about a district staying 
where it is, spending more, or spending less, subject to the 104% 
budget limitation. 

REP. DAILY asked if this model takes away local control if the 
district is above the maximum or below the minimum expenditure 
amounts. 

Mr. Seacat said the model was not designed with the intent of 
enhancing or decreasing local control. 

Mr. Seacat distributed a chart portraying the best-fit regression 
line and depicting schools which fall above, below, and in 
between the minimum and maximum expenditures per ANB. He insisted 
that, under the current state spending on education, there must 
be winners and losers. With an additional twenty million dollars, 
the minimum and maximum spending lines can be moved up to make 
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all schools winners. He emphasized the goal of this model was to 
prepare a plan which shows the pains and benefits associated with 
an equalization plan of this type. EXHIBIT 3 

Mr. Gillett clarified it would not take twenty million, but 
approximately three hundred million dollars beyond what the model 
has projected in spending to benefit all schools. 

Mr. Seacat took a look at page two, EXHIBIT 1, for an example and 
singled out Beaverhead County High School. The 1993 budget was 
taken as submitted by the school districts to OPI and that figure 
is listed in the second column to the right and is titled 
"current FY93 gen. fund budg. requ." That is the current general 
fund budget and includes PL-874 money and special education 
funding. Column three is the general fund budget minus PL-874 and 
special education money. The fourth column states what the new 
general fund budget would be under the proposed model. This 
column is titled "restated FY93 general fund budget less 874 & sp 
ed." The next column restates the new budget with PL-874 and 
special education money added back. The column titled "restated 
FY93 budget minus current FY93 budget" identifies the change in 
the budgets. If a positive number is located in this column, it 
means the school would be forced to spend more. If a zero exists 
in the column, then the school is spending between 80% and 100% 
a~d can take their budget, subject to restrictions, the direction 
they wish. However, the state would not, in this case l _ require 
the school to change its expenditures. With a negative number, 
the school would be deemed a high cost school and would be forced 
to spend less. As a result of this there would be an impact on 
local mills. Mr. Seacat emphasized the mill data should be taken 
with a "grain of salt." The spread sheets are filled with 
problems with the data because of the affect of PL-874 money. 
Beaverhead County High School would be required to spend $20,131 
more and in doing so would recognize a decrease in mills by 
12.73. He noted the question might be asked how a school can 
increase spending but decrease its mills. In this particular 
case, the state has provided more direct state support and more 
GTE aid at the 80% level for this particular district, than what 
the district is currently levying. In the upcoming budget the 
district will not have to levy as much to get to its current 
budget plus twenty percent of the difference from between where 
it is presently and that 80% minimum amount. On the other hand, 
some districts will see an increase in their budgets and in 
mills. Grant Elementary is an example of such a case for it would 
not be getting a proportionate increase in direct state support 
to the same benefit as Beaverhead County High. He stated part of 
the reason could be related to mill values. 

REP. ELLIS looked at Lloyd Elementary and noted although their 
mills would be required to increase by 12.22, the two asterisks 
indicate the school is not spending their general fund budget. 
The asterisks show the school is spending less than 85% of its 
general fund and could, in actuality, be spending less than 60%. 
He emphasized that one cannot tell how much this plan hurts a 
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school's actual per student expenditure. He said all one can tell 
is the school is rolling reserves over into its general fund 
budget, which has the effect of reducing it. 

Mr. Seacat agreed and said the reason he chose to highlight this 
school was to present a school on the maximum side can show a 
minimal increase. He said an attempt has been made to mitigate 
that in part by letting the committee know schools traditionally 
are budgeting higher than what they spend. Mr. Seacat commented, 
although a school like Belfry High School may show up high, only 
55% to 65% of their actual expenditures are in the budget. 

On things like non-levy revenue, schools do not budget all of the 
revenue they ultimately receive. In 1991, schools had about 
thirty-one million dollars in non-levy revenue. In 1992, they had 
about thirty-nine million dollars in non-levy revenue. In 1993, 
their budgets show twenty-five million dollars. He indicated 
there could be valid reasons for this discrepancy. 

Mr. Seacat noted most of the larger schools are in the 95%, or 
above, bracket for general fund budget spending. He insisted this 
suggests good budgeting. He said the Office of the Legislative 
Auditor has not run the figures for future projections for every 
district in the state. He said this cannot be accomplished with 
any reliability until the Select Education Committee decides on a 
few important components. He stated the stop-loss leveL and non­
levied revenue questions are examples of some issues yet to be 
formalized. Mr. Seacat explained that non-levy revenue is sent 
through the county treasurer's office. He said REP. KADAS has 
proposed sending the non-levy revenue through the state to be 
used to support payments between the 80% and 100% levels. This 
would be a departure from present practice. 

REP. ELLIS asked if local government severance tax (LGST) money 
currently going to separate counties would be divided evenly 
across the state. 

Mr. Seacat replied he had not yet seen the amendment dealing with 
the issue but said it was his understanding that is what it would 
do. He said LGST money is totalled at 6.7 million dollars, and 
the total for non-levy revenue is 15.59 million dollars. The 
Select Committee has yet to decide what to do with that money. 

The third decision the Select Committee must decide on is special 
education. At present the committee has promised it will be 
funded on a different basis and will cost five million dollars. 
He said it was difficult to make a projection without knowing how 
much will be available for special education. 

REP. HANSON asked how the budget is established at 100%, i.e. the 
maximum of allowable expenditures. 

Mr. Seacat said it was established by the regression model. A 
best-fit line was determined. Minimum and maximum lines were 
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computed above and below that line in order to set boundaries for 
use of the existing money. 

REP. MCCULLOCH said the governor's plan to cut thirty-eight 
million dollars from education needs to be discussed. He wanted 
to know where the shift will occur and who or what programs will 
be most affected. 

Mr. Seacat stated HB 667, it its present form, would show a cost 
of nineteen million dollars. He said he has not yet received a 
formal request to cut out nineteen million dollars, although he 
expected he would. The manner in which a cut would be decided is 
dependent upon the instructions from the committee. He maintained 
a number of different alternatives could result since the model 
is so flexible. 

REP. SIMPKINS stated the Select Education Committee has looked at 
ways to cut nineteen million from the present plan but is not 
making recommendations to the standing committee on education 
since the standing committee is responsible for making the final 
political decision. 

REP. ELLIS asked what the results would be if the plan was left 
as is but reduced by nineteen million by simply lowering the 
percentage on the GTB. He wanted to know what the resulting level 
would be if the reduction was to take place in this manner. 

Mr. Seacat said, in order to get this money, he would suggest 
taking the state direct support percentages down to about forty. 
He said he would then guarantee to a level of about 175% or 180%. 
He indicated that would accomplish most of what needs to be done, 
depending upon what happens to special. education, LGST, and the 
non-levy revenue. He said the question of how the system will pay 
for an increase in ANB needs to be addressed. He suggested this 
could be done at the expense of a mill increase. 

REP. ELLIS asked if the last comment means the same end result 
could be achieved with less state money and an increase in the 
mills in order to make up the difference. 

Mr. Seacat replied his comment could have inferred as much, but 
that was not the what he intended. He said school budgets could 
be left the same or, for that matter, increased in the model 
while decreasing the amount the state would be required to pay. 

REP. HERRON asked if Mr. Seacat is confident the model will 
satisfy the lawsuits mandating equalization. 

Mr. Seacat insisted the model satisfies the definition of 
equalization. If the model works over a five year period and 
fulfills the 1.25 spending disparity ratio, then all schools will 
be located in the 80% to 100% bracket, and equalization will have 
been achieved. He said the final question is how much the 
legislature will define as the cost of education. The only 
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available data is based on the amounts the legislature is 
currently allowing districts to spend on education. He said the 
model was designed around these specific numbers. Mr. Seacat 
emphasized the point that, if the legislature decides to spend 
more money on education, the minimum and maximum lines can be 
raised. On the other hand, money can be removed from education, 
resulting in moving the lines down which would force districts to 
spend less. 

REP. HERRON asked if the schools requested the state to take over 
when the lawsuits were filed. 

Mr. Gillett stated a lessening of local control is not an 
unpredictable result of equalization. He stressed that there has 
to be less flexibility on the part of local districts in order to 
achieve equalization, i.e. that equalization cannot be achieved 
without some loss of local control. 

REP. HANSON closed the informational meeting. 

ADJOURNMENT 

Adjournment: 4:55 p.m. 

Chair 

SUSAN LENARD, Secretary 

HSH/SL 
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Explanation of School Funding 
Equalization Model 

EXHIBIT ____ l ___ _ 
DAT __ E. _.....,~ 11--'-\-=-10 '1-""$=3 __ 

1-18 Co"? 

The school funding equalization model developed by the Office of the 
Legislative Auditor was prepared at the request of the Speaker and 
certain members of the House Select'Committee on School Funding. 
The objective wasta give the legislature a picture of the possible 
effects of an equalized funding system for schools. 

The two primary equalization issues facing the state are "spending 
disparities" between similarly sized districts and "wealth 
neutrality" issues between districts because of differences in 
property tax values in various districts. 

The model which was developed equalizes school budgets by providing 
for maximum school general fund budgets which will be established by 
formula in law. The primary factor in computing those budgets would 
be a per student factor, multiplied by the number of students 
attending the schools of the district. In addition each district 
would receive a "base entitlement" which would be the same for each 
district, regardless of its number of students. The base 
entitlement and per student allocation factors are different for 
elementary and high school districts. Each district would be 
required to budget at least eighty percent of the amount computed 
based on the factors included in the law. 

The state would provide school districts with support for the 
. required general fund budget amount (the eighty percent level) 
through a combination of direct state payments and guaranteed tax 
base subsidies. The remaining portion of the budget, if the 
districts choose to budget above the required level, would be paid 
from local district resources not subsidized by the state. 

The major differences between this model and the current system are 
listed below: 

1. Maximum school general fund budgets are established by the 
legislature through a formula included in the law. 

2. Required school general fund budgets are established in law at 
eighty percent of the maximum general fund budget. 

,3. Through the expanded use of guaranteed tax base aid along with 
direct state payments the property tax base disparities 
between school districts are further mitigated. 

4. Spending disparities are limited to acceptable levels because 
of the maximum and mandatory spending levels required by law. 

5. For those districts whose current budgets are above the 
maximum or below the mandatory budget level the effects of the 
system change are phased in over a period of years. 
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Office of the Legislative Auditor 
School Funding Analysis Definitions 

Base Entitlement - Minimum amount each School District will receive 
if in operation. Elementary schools having both elementary and jr. 
high ANB receive a prorated base. For example, if there are 75 
elementary and 25 jr. high ANS, the district would be allocated the 
total of 75/100 of the elementary base and 25/100 of the high school 
base. 

Per Student Allocation - Amount each School District receives per 
ANB. Jr. High per student allocation is allocated based on the high 
school amount. 

Per Student Reduction Factor - The amount of money the per student 
allocation is reduced for each additional ANB. 

State Support Percentage (Base) - The state's direct share of the 
base entitlement. 

Guarantee Percentage (Base) - The portion of the base amount the 
state will subsidize through guaranteed tax base. 

Unsubsidized Percentage (Base) - The portion of the base amount that 
is unsubsidized (local option to fund). 

State Support Percentage (Per Student) - The state's direct share of 
the per student allocation. 

Guarantee Percentage (Per Student) - The portion of the per student 
allocation the state will subsidize through the guaranteed tax base. 

Unsubs idized Percentage (Per Student) - The portion of the per 
student allocation that is unsubsidized (local option to fund). 

Mill Guarantee Percent of Current (Guaranteed Mill Value) - The 
factor applied to the current guarantee for permissive mills. The 
current statutory guarantee is 121% of the statewide average mill 
value per ANB. 

Required Low Spender Growth - The percentage of the difference 
between the current budget and the mandatory spending limit by which 
the district is required to increase its budget for the subsequent 
year. This factor is applied to those districts whose FY93 budgets 
fall below the new mandatory budget. 

Required High Spender Reduction - The percentage by which the 
district must decrease its FY93 budget for the subsequent year. 
This factor is applied to those districts whose FY93 budgets exceed 
the new maximum budget. 
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Estimated District Budget Growth .. The percentage by which districts 
whose budgets fall between the new maximum and new mandatory budgets 
are estimated to increase for the following year. The districts 
cannot exceed the new maximum budget. 

Maximum Per Student Reduction ANB - The level at which the per 
student reduction factor is no longer used. 

Current FY93 GF Budgets - FY93 districts' general fund budgets less 
special education and P.L. 81 .. 874. 

Total Simulated GF Budgets - The maximum simulated FY93 budget. 

Old State Support - Foundation schedules plus GTB subsidy. 

New State Support - The state's share as calculated by the direct 
state support and GTB subsidy on base and per student allocations. 

State Equalization % - The percent of dollars supporting the maximum 
general fund budget which are provided or guaranteed by the state, 
including nonlevy revenue used in lieu of guaranteed mills. 
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