
MINU'l'ES 

MON'1'ANA HOUSB OF REPRESEN'1'A'l'IVES 
53rd LEGISLA'l'URB - REGULAR SESSION 

SELEC'l' COKKI'l''l'EB ON SCHOOL FUNDING 

Call to Order: By CHAIRMAN JOHN COBB, on March 12, 1993, at 
10:00 a.m. 

ROLL CALL 

Members Present: 
Rep. John Cobb, Chairman (R) 
Rep. Ray Peck, Vice Chairman (D) 
Rep. Bill Boharski (R) 
Rep. Russell Fagg (R) 
Rep. Mike Kadas (D) 
Rep. Dick Simpkins (R) 

Members Excused: Rep. Angela Russell (D) 
Rep. Dave Wanzenried (D) 

Members Absent: 

staff Present: Andrea Merrill, Legislative Council 
Eddye McClure, Legislative Council 
Dori Nielson, Office of Public Instruction 
Alyce Rice, Committee Secretary 

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

Committee Business summary: 
Hearing: 

Executive Action: HB 667, HB 665 

CHAIRMAN JOHN COBB outlined the day's agenda. 

EXECU'l'IVE AC'l'ION - HB 667 

Andrea Merrill discussed the technical amendments made after the 
previous day's hearing. She noted that staff had not had 
sufficient time to address the special education or impact aid 
issues. 

REP. FAGG asked whether the bill needs a coordinating clause with 
SB 348 or whether that can be addressed by including that in the 
"Whereas" portion of the bill. Ms. Merrill listed three things 
needed: a "whereas" to discuss special ed melding within the 
bill; amendments placing special education into the bills; and a 
coordination clause at the end of the bill. 
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REP. SIMPKINS asked whether special ed ANB have been deleted from 
. the bill. Ks. Merrill said that had not been done yet. 

REP. BOHARSKI, discussing the coordinating clause which has been 
mentioned, asked whether it is needed for technical reasons or 
whether it somehow ties HB 667 to SB 348. Ms. Merrill said the 
coordinating clause would be written in such a way that, if HB 
667 should fail, a set of amendments to deal with special ed in 
another fashion will be effective. 

Motion/vote: REP. FAGG moved that the technical amendments be 
adopted. EXHIBIT 1 A voice vote was taken. Motion carried 
unanimously. 

Motion: REP. FAGG moved his amendments. EXHIBIT 2 These 
amendments would impose a budget freeze for high spending 
districts in the first y·ear of implementation; require a 
reduction of 1% the second year, 2% the next year, and 3% each 
succeeding year until 100% maximum is achieved; and provide that 
the first two years' levies be permissive with voted levies after 
that. 

REP. KADAS asked whether this amendment establishes that there 
will be no voted amount between the minimum and the maximum. 
REP. FAGG said no; this was just to get high spenders down to the 
100%. REP. KADAS said that having a permissive area above 
maximum level seems to preclude a vote someplace lower. He said 
he would rather have a voted levy the second year rather than 
permissive for both years. 

Motion/vote: REP. KADAS made a SUbstitute motion to change the 
permissive vote in the above maximum area to a voted levy in the 
second year. Voice vote taken. Motion failed 3-3. 

vote: A voice vote was taken on the original motion. The motion 
carried unanimously. 

REP. SIMPKINS suggested that, given SEN. HALLIGAN's SB 348, 
everything related to special education should be taken out of HB 
667. It should all be addressed in one bill. 

Ms. Nielson said that the committee should not consider taking 
special education out of the school equalization equation. There 
is nothing else to cover special education. Delaying it for one 
year would not be a complication, but it has to be included in 
the formula. 

REP. BOHARSKI suggested that, to keep this bill moving along the 
track started and to keep the numbers comparable, the committee 
should take those special education ANB out, keeping in mind that 
they will be added back with SEN. HALLIGAN's bill. 

Motion: REP. BOHARSKI moved that special education ANB be 
deleted from HB 667. 
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REP. KAnAS wanted clarification that the ANB to be deleted would 
be the ones the committee added several days earlier --those ANB 
who spend 50% of the time in special education. 

REP. KAnAS said that the whole point of the Select Committee was 
to get eight people together who had a background in the 
education funding system. He thought this committee needed to 
put together as strong a package as possible before it goes to 
the floor of the House. Special education is one of the biggest 
holes in the school equalization process. While he doesn't mind 
delaying it for a year, he believes it needs to be kept in this 
bill to limit the potential confusion over the total package. 

REP. PECK questioned why the committee would want to reverse its 
action when the unanimous vote ten days prior was that special 
education students do count in the school equalization package. 

REP. BOHARSKI reiterated that he does want those children 
counted; he agrees that they need to be counted. The reason for 
the motion is that comparing this structure with the current 
structure is easier without counting special ANB in this model. 
REP. PECK said he understood but that there are other items in 
this bill that are not strictly comparable with the current 
system, e.g., reserve funds. 

REP. KAnAS warned that, if special education isn't put in this 
package now, it's a $2.5 million cost. Money will have to be 
taken away from somewhere else to find that $2.5 million. If the 
committee does that now, it is essentially taking it away from 
everybody all at once to come up with the package. It's a lot 
easier politically to find the money right now in this process 
rather than wait. 

REP. BOHARSKI withdrew his motion. 

Motion/vote: REP. BOHARSKI made a sUbstitute motion that those 
special education ANB be included in the second fiscal year and 
on into the future. Voice vote was taken. Motion carried 
unanimously. 

REP. KAnAS discussed a graph on the pupil reduction factor (stop/ 
loss) issue. EXHIBIT 3 He had originally proposed $2,000 for 
each elementary ANB and $800 for each high school ANB. He 
believes that, even at this rate, the bigger schools will have 
less flexibility in relation to the regression line than anybody 
else. He wants to make it clear that this graph is the 
committee's justification for the expenditure per student curve. 
He believes the legislature has to begin to build a bit of a 
defense to the next court suit and to leave a record for future 
legislatures. 

In order to pay for this, he needs to lower the direct state base 
to 40% and raise the guaranteed tax base to 40%, so the per 
school amount goes to a 40-40 split, and the per student amount 
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is a 40-40 split. Then the GTB is given at about 215% of the 
state average taxable value. 

Motion/vote: REP. KAnAS moved that the stop/loss be set at 
$1,000 for each high school ANB $2,000 for each elementary ANB. 
Voice vote was taken. -Motion carried unanimously. 

REP. BOHARSRZ agrees with the figures REP. KAnAS has shown, but 
is concerned about taking money from elementary schools to give 
to high schools. Going with $2,000 for elementary and $1,250 for 
high school saves almost $1 million; this will have less of a 
negative impact on elementary districts and less of a positive 
impact on high school districts. In the interest of keeping that 
somewhat similar, he would like to see the committee adopt $2,000 
stop loss for elementary and $1,250 stop/loss for high schools. 

REP. KADAS said HB 28 helpe~ the big elementary districts, not 
the big high schools. He said the committee needs to base what 
it does on the regression line. EXHZBZT 3 Even at 
$1,000/$2,000, the biggest elementary and high schools are still 
lower in relation to the regression line than everybody else and 
this shows equity is possible. 

Motion/vote: REP. BOHARSRI moved that the stop/loss be set at 
$1,250 for high school, $2,000 for elementary. Voice vote was 
taken. Motion failed with REP. BOHARSRZ voting yes. 

REP. KADAS discussed the non-levy revenue issue, which affects 
what happens to mills, not budgets. If other assumptions remain 
the same, his amendments could generate $9 million per year of 
extra revenue and equalized the existing tax base. 

CHAIRMAN COBB asked REP. KAnAS to make this presentation before 
the education committee on Monday. 

Motion: REP. BOHARSRI moved his amendment on an optional choice 
to offer a levy election for approval to spend above the minimum 
level. EXHZBZT 4 

Discussion: REP. PECR voiced his concern that, with this 
amendment, a district during negotiations won't have the defense 
of budget limitation. This would influence the negotiations 
situation fairly markedly. 

REP. BOHARSRZ said he believed the option should be left to local 
school boards if they want to vote in this area. 

vote: voice vote was taken. Motion carried 4-2 with CHAZRMAN 
COBB and REP. SIMPKINS voting no. 

Motion/Vote: REP. BOHARSRZ moved his amendment on discontinuing 
for one year the need to vote authority to spend in the over­
maximum area. EXHIBIT 5 Voice vote was taken. Motion carried 
unanimously. 
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REP. KADAS asked why the committee has to allow a permissive levy 
in this coming year if a district is over the maximum budget. 
REP. FAGG answered that it will make the transition smoother. 
REP. SIMPKINS added that by the time this bill is law the levies 
for the current system would already be voted on. -
Scott Seacat, Leqislative Auditor, added that not every district 
is votinq a levy right now and that those districts might wait to 
see what the legislature is going to do. Asking them to 
implement this on July 1 may not give them the opportunity to 
schedule an election, or the trustees may not want to spend 
$20,000 to have a special election to vote an over-maximum 
amount. 
REP. KADAS asked, if the problem is the time frame of the voting 
structure, why the legislature can't extend that voting window 
for another month or two. Mr. Gillett explained that current law 
requires districts to adopt their final budgets by the fourth 
Monday in July, and this would have to be changed. 

Ms. Nielson suggested the hUman factor was important. Districts 
have contracts, teachers, etc. If the legislature wants to 
implement this bill this year, then it should give the districts 
the flexibility they need. 

REP. PECK asked whether the committee is in agreement that this 
bill should be implemented the first year. He said, even though 
it is in the bill, it is a mistake. 

Motion: REP. KADAS moved to amend REP. FAGG's earlier motion to 
require a vote beginning in the second year of the biennium on 
any budgeted amount above 90%. 

Discussion: 
Mr. Seacat explained that, under REP. KADAS's motion, the first 
year the district will be frozen and the amount between the 
current budget and the over-maximum amount would be a permissive 
levy. In the second year the district will come down 1% and the 
amount between the old budget less 1%, not only to the maximum 
but down to 90%, will be voted. The third year it would be 2% 
and down to the 90% voted and the fourth year and thereafter it 
would be down 3% to the maximum and the difference between 
maximum and 90% would be voted. 

REP. KADAS said he was not so concerned about the districts that 
are over maximum and their having to go down because their mills 
ought to be going down. The districts he's concerned about are 
the districts between 90 and 100 where mills are going up. He is 
concerned about leaving that entirely permissive. 

Mr. seacat clarified that there is a budget cap now on those 
schools between 80 and 100% of 4% growth. If the committee wants 
additional controls, then it would be interested in voting the 
90% and above area. But if the committee buys the philosophy 
that between the category of 80 and 100%, from a legislative 
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policy perspective, the system is equalized, then members 
wouldn't support that motion. 

REP. KADAS said that, even at the level he's putting the vote, 
it's probably considerably above the 135% current level for all 
school districts. 

REP. PECK asked for clarification of whether REP. KADAS is 
seeking the vote requirement for 90 to 100 only and not doing it 
above 100 because it will require them to be coming down. REP. 
KADAS said no, he's saying 90 and above; to get above, they have 
to go from 90 to 100 and then they go from 100 to wherever. It 
doesn't make any sense to him to be able to spend between 90 and 
100 but allow them, a permissive between 100 and 110 or wherever. 
It all needs to be voted. 

REP. BOHARSKI said he thinks the legislature should leave this 
with the ,trustees and see how they handle it. He wants to put 
the trustees more in the position of running schools than selling 
levies. 

vote: Voice vote was taken. Motion failed with REP. KADAS, REP. 
PECK and REP. WANZENRIED voting yes. 

CHAIRMAN COBB asked committee members to return at 1:00 p.m. to 
consider numbers produced by staff. 

EXECUTIVE ACTION - HB 665 
Increasing fees and leases on state School Lands 

Motion: REP. KADAS MOVED ADOPTION OF HB 665. 

Discussion: REP. KADAS then discussed amendments which phase the 
bill in much faster and make the fiscal note correct. EXHIBIT 6 

In response to a question by REP. FAGG about changing leases, 
REP. KAnAS said this would change most of the leases next year. 
If the lessee wanted out of the lease at the time, he or she 
would have that option. 

Motion/Vote: REP. KAnAS moved adoption of the amendment on lease 
years. EXHIBIT 7 Voice vote was taken. Motion carried 
unanimously. 

Motion/vote: REP. FAGG moved that the difference be split 
between the current rate and REP. KADAS's bill. EXHIBIT 8 

Discussion: 
REP. FAGG said that REP. KAnAS's bill was based on one study of 
fair market value. There was discussion by different groups that 
they weren't sure that was fair market value. Splitting the 
difference will ensure that fair market value hasn't been reached 
but will get much closer in a reasonable step. Over the next two 
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years the issue can be studied further. 

The committee wanted to vote on these issues one at a time. 

Motion/vote: REP. FAGG moved that section 1, cabin sites, go 
from 3.5% to 4.75%. Voice vote was taken. Motion carried with 
CHAIRMAN COBB and REP. BOHARSKI voting no. 

Motion/Vote: REP. FAGG moved that in section 2, recreational use 
licenses go from $25 to $10 and the $23 will go to $8 on page 3. 
Voice vote was taken. Motion carried with REP. SIMPKINS and 
CHAIRMAN COBB voting no. 

Motion/vote: REP. FAGG moved that in section 3, agricultural 
leases go from 33% to 29%. Motion carried with CHAIRMAN COBB, 
REP. BOHARSKI and REP. SIMPKINS voting no. 

Motion/Vote: REP. FAGG moved that in section 4, annual rental, 
the 10.94% go to 8.4%. Motion carried with REP. SIMPKINS and 
CHAIRMAN COBB voting no. 

Motion/Vote: REP. KAnAS MOVED THAT HB 665 DO PASS AS AMENDED. 
Voice vote was taken. Motion carried with REP. SIMPKINS and REP. 
BOHARSKI voting no. 

It was the understanding of the committee that these bills will 
proceed to the education committee as yellow second reading 
copies with changes incorporated. 

The committee recessed until 1:15 p.m. 

Mr. Seacat explained two spreadsheets. Staff modified the direct 
state aid area and the GTB funding area to 40 and 40 from 45 and 
35. EXHIBITS 9 and 10 

REP. KAnAS asked for an estimate, on the 40 and 40 plan, how much 
would be saved if the GTB level went down from 250% of the state 
average to 200%. Mr. Gillett estimated it would be somewhere in 
the range of $12 million. 

CHAIRMAN COBB expressed his support for the 45 and 35 plan 
because it was revenue neutral. REP. KADAS agreed that 45% and 
35% would be revenue neutral; however, the 40% and 40% plan would 
take more money out of direct state aid and spread it out to more 
schools in the form of GTB aid. 

Motion/vote: CHAIRMAN COBB MOVED THAT THE COMMITTEE ADOPT THE 
45-35 SPREADSHEET. Voice vote was taken. Motion failed with 
CHAIRMAN COBB voting yes. 

Motion/Vote: REP. BOHARSKI MOVED THAT THE COMMITTEE ADOPT THE 
40-40 SPREADSHEET. Voice vote was taken. Motion carried with 
CHAIRMAN COBB voting no. 
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Motion/vote: REP. BOHARSRI HOVED THAT HB 665 DO PASS AS AMENDED. 
Voice vote was taken. Motion carried unanimously. 

Mr. Seacat said his staff would run the 40-40-20 plan at the GTB 
level of 250% and print enough copies for everyone interested by 
5:00 p.m. That will ~e used with the full education committee. 

REP. KADAS requested an updated fiscal note on HB 665. 

ADJOURNMENT 

Adjournment: 1:45 p.m. 

COBB, Chairman 

JC/ar 
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Mr. Speaker: We, the select committee on School Funding report 

that House Bill 665 (first reading copy -- white) do pass as 
amended • 

And, that such amendments read: 

1. Page 1, line 17. 
Page 2, line 6. 
Strike: "6%" 
Insert: "4.75%" 

2. Page 2, line 22. 
Strike: "$25" 
Insert: "m" 

3. Page 3, line 6. 
Strike: "$23" 
Insert: "$SA 

4. Page 4, lines 3 and 6. 
Strike: "one-thirdA 
Insert: "29%" 

5. Page 5, line 4. 
Strike: "10.94" 
Insert: "S.4" 

6. Page 5, lines 19 and 20. 
Following: "(2)" 
Strike: remainder of line 19 through "1993." on line 20 
Insert: "[Section 2] applies to licenses issued after February 

28, 1994. 
(3) [Sections 3 and 41 apply to all lease years beginning 

after December 31, 1993." 

r ! 
Committee Vote: . ....-... i·. 

50~' 60ASC '-fof_1,·· \",,: YesL, :-10 LL. .... - . _ ... - - .. ~ \ 
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Mr. Speaker: We, the select committee on School Funding 

recommend that House Bill 667 (first reading copy -- white) do 
pass as amended and that the House refer the amended bill to its 

committee on Education and Cultural Resources for consideration 

as part of the School Funding package. 

And, that such amendments read: 

1. Title, page 1, line 14. 
Following: "THAT" 
Strike: "45" 
Insert: "40" 
Following: "AND" 
Strike: "45" 
Insert: "40" 

2. Title, page 1, line 16. 
Strike: "35" 
Insert: "40" 

3. Title, page I, line 17. 
Strike: "35" 
Insert: " 40" 

4. Title, line 22. 
Strike: "WITHOUT R 

Insert: "WITH THE OPTION OP" 

5. Title, page 1, line 23. 
Strike: "ABOVE THE BASE BUDGET AND" 

6. Title, page 2, line 3. 
Stri!{e: If 23 6" 
Insert: "303" 

Committ2e Vote: 
'les~, ::Io £L. 571431SC.Hpf 



7. Title, page 2, lines 5 and 6. 
Following: -TO" on line 5 
Strike: line 5 through "YEAR" on line 6 
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Insert: "PHASE IN BUDGET REDUCTIONS OVER A 5-YEAR PERIOD, 
STARTING WITH A BUDGET FREEZE IN THE FIRST YEAR OF 
IMPLEMENTATION," 

8. Title, page 2, line 9. 
Following: "BUOGET" 
Insert: ", WITH AN EXEMPTION FROM THE VOTER APPROVAL REQUIREMENT 

FOR THE FIRST 2 YEARS OF IMPLEMENTATION, CREATING A FEDERAL 
IMPACT AID FUND" 

9. Title, page 2, line 11. 
Following: "20-9-141," 
Insert: "20-9-143," 
Following: "20-9-163," 
Insert: "20-9-201," 
10. Title, page 2, line 13. 
Following: "20-9-347," 
Insert: "20-9-348," 

11. Title, page 2, line 16. 
Strike: "20-9-348," 

12. Title, page 2, lines 17 and 18. 
Strike: RAN" on line 17 
Strike: "DATE" on line 18 
Insert: "OATES AND RETROACTIVE APPLICABILITY DATES" 

13. Page 3, line 4. 
Strike: n. The" 
Insert: "1 the" 

14. Page 3, line 10. 
Following: "Constitution" 
Strike: "." 
Insert: "1 and 

WHEREAS, it is the intent of the Legislature that for the 
year of implementation of [this act], the Office of the 
Superintendent of Public Instruction focus first on implementing 
procedures and processes within (this act] and on assisting 
school districts to calculate and adopt adequate general fund 
budgets in compliance with [this act] and that, as soon as 
practical after the adoption of district final budgets, the 
Office of the Superintendent of Public Instruction implement 
essential rulemaking procedures1 and 

WHEREAS, the Legislature recognizes that school districts 
and the Office of the Superintendent of Public Instruction will 

571431SC.Hpf 

, ' 



March 13, 1993 
Page 3 of 12 

need assistance in order to implement [this act] before the 
school fiscal year beginning July 1993 and intends that the 
Office of the Legislative Auditor provide available computer 
models and consultation, as necessary and as approved by the 
Legislative Audit Committee, to the Office of Public Instruction 
to ensure that a transition to the provisions of [this act] is 
accomplished with a minimum of delay and inconvenience to the 
districts, and ,,\ 

WHEREAS, the Legislature intends that the implementation of 
[this act] be accomplished with a minimum of ~dditional reporting 
workload at the district and state level and that the Office of 
the Superintendent of Public Instruction, school districts, and 
county superintendents be strongly encouraged to L~plement 
electronic reporting and transmitting of data and information as 
soon. as practical, using existing telecommunications networks, 
computer diskettes, or any other standardized means practicable." 

15. Page 5, line 1. 
Strike.: "45%" 
Insert: "40%" 

16. Page 5, line 2. 
Strike: "45%" 
Insert: "40%" 

17. Page 5, line 6. 
Strike: "35%" 
Insert: "40%" 

18. Page 5, line 7. 
Insert: "35%" 
Insert: "40%" 

19. Page 5, line 13. 
Strike: "2,500" in both places 
Insert: "1,000" in both places 

20. Page 5, line 14. 
Strike: "2,500th" 
Insert: "l,OOOth" 

21. Page 5, line 18. 
Strike: "2,500" 
Insert: "2,000· 

22. Page 5, line 19. 
Strike: "2,500· 
Insert: "2,000" ·r' 

" 
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23. Page 5, line 20. 
Strike: "2,500th" 
Insert: "2,000th" 

24. Page 6, line 1. 
Strike: "2,500" in both places 
Insert: "2,000" in both places 

25. Page 6, line 2. 
Strike: "2,500th" 
Insert: "2,000th" 

26. Page 6, line 5. 
Strike: "2,500" in both places 
Insert: "2,000" in both places 

27. Page 6, line 6. 
Strike: "2,500th" 
Insert: "2,000th" 

2a. Page 7, line 22. 
Strike: "act" 
Insert: "section" 

29. Page 7, line 25 through page a, line 1. 
Following: ·which to" on page 7, line 25 

March 13, 1993 
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Strike: line 25 through "increments· on page a, line 1 
Insert: "reach" 

30. Page a, lines 2 through 5. 
Following: "years" on line 2 
Strike: remainder of line 2 through "compute" on line 5 
Insert: "by increasing the general fund budget by the greater of: 

(a) 20% of the range between the current general fund / 
budget and the BASE budget calculated for the district for the 
ensuing school fiscal year; or 

(b) " 

31. Page 8, line 6. 
Strike: "increase" 
Insert: "increases" 

32. Page 8, line 13. 
Strike: "greater" 
Insert: "greatest" 

"-
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33. Page 8, line 14. 
Following: "(i)· 
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Insert: "for the school fiscal year beginning [on the effective 
date of this section], the district's general fund budget 
for the immediately preceding school fiscal year or the 
general fund budget per-ANB for the immediately preceding 
school fiscal year Multiplied by the current year's ANB for 
budgeting purposes, 
(ii) for the second school fiscal year following (the 

effective date of this section], 99% of the district's general 
fund budget for the immediately preceding school fiscal year or 
99% of the general fund budget per-ANB for the immediately 
preceding school fiscal year multiplied by the current year's ANB 
for budgeting purposes; 

(iii) for the third school fiscal year following [the 
effective date of this section],· 

34. Page 8, line 15. 
Following: ·year" 
Insert: "or 98% of the general fund budget per-ANa for the 

immediately preceding school fiscal year multiplied by the 
current year's ANB for budgeting purposes; 
(iv) for the fourth .and succeeding school fiscal years 

following [the effective date of this section1, 97% of the 
district's general fund budget for the immediately preceding 
school fiscal year or 97% of the general fund budget per-ANB for 
the immediately preceding school fiscal year multiplied by the 
current year's ANB for budgeting purposes;" ' 
Renumber: subsequent subsection 

35. Page 8, line 18. 
Strike: "The" 
Insert: "Except for the first 2 school fiscal years following 

[the effective date of this section] during which no 
election for an additional levy is required, the" 

36. Page 9, line 25. 
Following: line 24 
Insert: "(6) Whenever the trustees of a distr~ct adopt a general 

fund budget under the provisions of subsection (5), they may 
submit a proposition on the over-BASE budget levy to the 
electors of the district as provided in 20-9-353." 

37. Page 16, line 14. 
Following: "education fund," 
Insert: "impact aid fund," 
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38. Page 29, line 4. 
Following: "20-9-353: 
Insert: ", except that districts with a balance on July 1, 1993, 

in the excess reserve account for Public Law 81-874 funds 
shall transfer the July 1, 1994, balance to the impact aid 
fund established in [section 35]" 

39. Page 32, line 21. 
Following: line 20 
Insert: ·Section 12. Section 20-9-104, "MeA, is amended to read: 

"20-9-104. (~em~erary) General fund operating reserve. (1) 
At the end of each school fiscal year, the trustees of each 
district shall designate the portion of the general fund end-of­
the-year fund balance that is to be earmarked as operating 
reserve for the purpose of paying general fund warrants issued by 
the district from July 1 to November 30 of the ensuing school 
fiscal year. Except as provided in sUbsections (5) through (7), 
the amount of the general fund balance that is earmarked as 
operating reserve may not exceed 10% of the final general fund 
budget for the ensuing school fiscal year. 

(2) The amount held as operating reserve may not be used 
for property tax reduction in the manner permitted by 20-9-
141(1) (b) for other receipts. 

(3) Excess reserves as provided in subsection (5) may be 
appropriated to reduce the permissive levy provided by 20-9-145 
or to reduce the voted levy provided by 20-9-353. 

(4) Any portion of the general fund end-of-the-year fund 
balance that is not reserved under subsection (2) or 
reappropriated under subsection (3) is fund balance 
reappropriated and must be used for property tax reduction as 
provided in 20-9-141(1) (b) (iii). 

(5) For fiscal year 1994 and subsequent fiscal years, the 
limitation of subsection (1) does not apply-when the amount in 
excess of the limitation is equal to or less than one or more of 
the following: 

(a) any ame~ft~ reeeiwea ~ftaer ~81ie Law 81 87~, 
~ the unused balance of any amount received: 
(i) in settlement of tax payments protested in a prior 

school fiscal year, 
(ii) in taxes from a prior school fiscal year as a result of 

a tax audit by the department of revenue or its agents; and 
(iii) in delinquent taxes from a prior school fiscal year: 

or 
~(b) any amount received as a general bonus payment under 

20-6-401-. -
(6) The limitation of subsection (1) does not apply when 

the amount earmarked as operating reserve is $10,000 or less. 
(7) For fiscal year 1993, the limitation of subsection (1) 

does not apply when the amount in excess of the limitation is 

571431SC.Hpf I 
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equal to or less than the amounts identified by a school district 
as one or more of the following: 

(a) any amount received under Public Law 81-874, 
(b) the unused balance of any amount received: 
(i) in settlement of tax payments protested in a prior 

school fiscal year, 
(ii) in taxes from a prior school fiscal year as a result of 

a tax audit by the department of revenue or its agents, and 
(iii) in delinquent taxes from a prior school fiscal year; 

or 
(c) any amount received as a general bonus payment under 

20-6-401. 
29 9 194. (Bffee~ive eft eee~rreftee ef eeft~ift~eftey) Gefteral 

£~RQ speFatift! Feserve. (1) A~ the efta sf eaeh eeheel £iseal 
year, efte er~steee ef eash aiseriet shall aesi~fta~e the ~ertieft 
ef the ~efteral f~fta efta ef the year £~fte ealaftee ~hat ie te ee 
earmarkea as eperatift~ reeerve fer the p~r~eee ef ~ayfft~ ~efteral 
f~fta warraftte ies~ee ey ~he aistriet trem ~ly 1 te Ne9emeer 39 
ef tfte efts~ift~ seheel £iseal year. Bxee~~ ae pre9ieea ift 
gYsSeeeieHs (S) tftre~!ft (7), tfte emeHft~ ef the ~efteral £~fta 
salaRse tRat is earmarlEea as e,eratift! reserr .. e may ftet e!teeeei 19% 
sf efte fiaal!eaeral fHea BH8!et fer the eftsHift! eeheel £ieeal 
year. 

(~) ~fte aMeHftt Rsla as eperatift! reserge may fte~ Be Hsea 
fer preperty tax rea~e~ieft ift tfte maftfter permittee By 29 9 
141 (1) (B) fer etRer reeeipte." 

(3) Aft! ~ftreeerge8 tHea ealaftee that is e~~al te ar lese 
tftaft tRe prier year's exeese reeerves as pre9ieieei ift s~eeetieft 
(5) May Be Hsea ta rea~ee tfte permissive levy prsviaea By 29 9 
145 er te reaHee tHe wetee levy ~rewieea by 29 9 353. 

(4) Afty pertlee af the !efteral £~fta efta ef the year f~fte 
salaRee tRat is ftet reservea HftSer e~beeetieft (2) e~ 
reap~repriatea ~ftser sHeseetieft (3) is f~fta ealaftce 
reap!trepl!'lates afta !lMe~ ee ~ses fer ~:!'el'erty ta", ree.'t!etieft as 
~per .. -iaea ift 29 9 1 n (1) (e) (iii) • 

(§) Fel!' fiseal yeap 1994 afta sS8Se~~eftt Elseal years, tae 
limitatieft af s~eeee~ieft (1) e.ees ftet al'l'ly wheft the ame~ftt ift 
enees!' ef tfte limitatleft ie eEIHal te er les8 theft efte er mere ef 
tHe fellewifttJ. 

Ea) afty ame~ftt reeelvea sase]!' P't!slie Law 81 874 1ft the 
ellrreftt seheel rieeal ,ea:!', 

(b) tae 't!ft~eea ealaftee et afty &MeHftt l!'eeeiwea. 
(i) ift eettleHleftt: af tall l:'aymeftts l'retestea ift a l'rier 

seasel £lsea1 year, 
(ii) ift tanet! f:!'em a l'rier sefteel £leeal yeal!' as a ~e9Hlt af 

a 'Ie a! E allait 13y the ael'artmeftt e f re7e1"1He er its 'aeJeft~!!' aft~ 
(iii) ift aelift~~e1"1t taxes rrem a ~l!'1e~ 3ehe~1 riseal yeart 
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e 6) The limita-ti.oA of QQQQeg.iea (1) seee Re~ apply wheft 
tae ame\:iRt eaE'Riar~"e8 a!l epera4d!'HJ re!lerl'.;oe i!! $19,999 er les!! .-

(7) A 8is~riee that reeei?ee P~elie Lew 81 874 meftey 1ft a 
pE'ieF yea~ afta that Mast res\:iee it!! speratift~ reserve te 1Gt 
pa£sa&fte es tals seatleR ift tfte ftext sefteel fiseal year ma~ 
seRsiee:!' a pe£eeftta~e sf the aftreser?ee faRa ealaftee te ee aft 
eMeses a.east as ,~e?isee iR s\:iBseetieft (5). ~he pereeftta~e ef 
\:iSFe!!e:!'vea fafte selaftae that may ee eeft!!iaerea aft e,eees!l amean-e 
is tRe a?eFa~e sf tfte 3 previe~s years' ratie ef tetel aistri~ 
~eReEal faRe £6?eRae te Paelie Lau 91 974 meftel' reeei?e~"" 
Renumber: subsequent sections 

40. Page 35, lines 8 through 12. 
Following: "(i)" on line 8 
Strike: lines 8 through "(ii)" on line 12 
Renumber: subsequent subsections 

41. Page 37, line 20. 
Following: line 19 
Insert: "Section 15. Section 20-9-143, MCA, is amended to read: 

"20-9-1A3. Allocation of federal funds in lieu of property 
taxation. Federal funds received by a district under the 
provisions of Title I of Public Law 81-874 or funds designated in 
lieu of such federal act by the congress of the United States ~ 
must be alleeatea te the varieas eperatift~ eaa~ets sf tHe 
~iet By the trastees deposited in the impact aid fund 
established in [section 35].·· 
Renumber: subsequent sections 

42. Page 42, line 2. 
Following: line 1 
Insert: ·Section 19. Section 20-9-201, MCA, is amended to read: 

"20-9-201. Definitions and application. (1) As used in this 
title, unless the context clearly indicates otherwise, "fund" 
means a separate detailed account of receipts and expenditures 
for a specific purpose as authorized by law or by the 
superintendent of public instruction under the provisions of 
subsection (2). Funds are classified as follows: 

(a) A "budgeted fund" means any fund for which a budget 
must be adopted in order to expend money from the fund. The 
general fund, transportation fund, bus depreciation reserve fund, 
tuition fund, retirement fund, debt service funo., building .... 
reserve fund, adult education fund, nonoperat1ng fund, and any 
other funds designated by the legislature are budgeted funds. 

(b) A "nonbudgeted fund" means any fund for which a budget 
is not required in order to expend money on deposit in the fund. 
The school food services fund, miscellaneous programs fund, 
building fund, lease or rental agreement fund, traffic education 

571431SC.Hpf 
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fund, inter local cooperative fund, internal service fund, impact 
aid fund, enterprise-fund, agency fund, extracurricular fund, 
metal mInes tax reserve fund, endowment fund, and any other funds 
designated by the legislature are nonbudgeted funds. 

(2) The school financial administration provisions of this 
title apply to all money of any elementary or high school 
district. Elementary and high school districts shall record the 
receipt and disbursement of all money in accordance with 
generally accepted accounting principles. The superintendent of 
public instruction has general supervisory authority as 
prescribed by law over the school financial administration 
provisions, as they relate to elementary and high school 
districts. The superintendent of public instruction shall adopt 
rules necessary to secure compliance with the law. 

(3) Except as otherwise provided by law, whenever the 
trustees of a district determine that a fund is inactive and will 
no longer be used, the trustees shall close the fund by 
transferring all cash and other account balances to the general 
fund if the fund does not have a cash or fund balance deficit."" 
Renumber: subsequent sections 

43. Page 43, lines 16 and 17. 
Strike: "Budgeting" on line 16 through "expenditures" on line 17 
Insert: "Expenditures" 

44. Page 44, line 2. 
Strike: "amount" 
Insert: "payment" 

45. Page 51, line 13. 
Strike: "amount" 
Insert: "payment" 

46. Page 51, line 15. 
Strike: "amount" 
Insert: "payment-

47. Page 52, line 10. 
Strike: "amount" 
Insert: "payment" 

48. Page 53" line 16. 
Strike: "amount" 
Insert: ·payment" 

49. Page 54, lines 10 through 21. 
Following: "(6)" on line 10 
Strike: lines 10 through 21 in their entirety 
Insert: "The sum of the allowable cost payment in subsection (2) 

571431SC.Hpf .. / 
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and any contingency funds in subsection (4) is the special 
education budget amount for accounting purposes. The special 
education budget must be added to the BASE funding program budget 
calculated under the provisions of [section 3] to obtain the 
total BASE funding program budget." 

50. Page 61, line 17. 
Following: "county· 
Insert: "that has sent a final budget to the superintendent of 

public instruction in accordance with the provisions of 20-
9-l34 A 

51. Page 62, line 7. 
Following: line 6 
Insert: "Section 27. Section 20-9-346, MCA, is amended to read: 

"20-9-346. Duties of the superintendent of public 
instruction for state equalization aid distribution. The 
superintendent of public instruction shall administer the 
distribution of the state equalization aid by: 

(1) establishing the annual entitlement of each district 
and county to state equalization aid, based on the data reported 
in the retirement and general fund budgets for each district that 
have been duly adopted for the current school fiscal year and 
verified by the superintendent of public instruction and by 
applying the verified data under the provisions of the state 
equalization ald allocation procedure prescribed in 20-9-347; 

(2) distributing by state wa~~aftt er electronic transfer 
the state equalization aid and state advances for county 
equalization, for each district or county entitled to the aid, to 
the county treasurer of the respective county or county where the 
district is located, in accordance with the distribution ordered 
by the board of public education 1 

(3) keeping a record of the full and complete data 
concerning money available for state equalization aid, state 
advances for county equalization, and the entitlements for s~ate 
equalization aid of the districts of the state1 

(4) reporting to the board of public education the 
estimated amount that will be available for state equalization 
aid; and 

(5) 
(a) 

of state 
years; 

reporting to the legislature as provided in 5-11-210: 
the figures and data available concerning distributions 

equalization aid during the preceding 2 school fiscal 
~'''''-~'--' 

(b) the amount of state equalization aid then available; 
(c) the apportionment made of the available money but not 

yet distributed, 
(d) the latest estimate of accruals of money available for 

state equalization aid; and 
(e) the amount of state advances and repayment for county 

571431SC.Hpf 
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Following: line 4 
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Insert: "Section 29. Section 20-9-348, MeA, is amended to read: 
"20-9-348. Estimation of state equalization aid for budget 

purposes. The apportionment e4 from the state equalization aid 
BRall Be account is the second source of revenue in calculating 
the financing of the elementary district ieHfleatieft BASE funding 
program and the high school district ieHfteatiefl BASE fundIng 
program. In order to allow for the estimation of the amount of 
money to be realized from this source of revenue when the county 
superintendent is estimating the general fund budget revenues, 
the county superintendent shall consider that the state 
ieHnaaeieft pre~ram reveft~es equalization aid money and county 
equalization mefteys money, together, will be capable of financing 
100% of the feHftSatieft BASE funding program."" 
Renumber: subsequent sectIons 

53. Page 66, line 12. 
Strike: IIWhen" 
Insert: "Except as provided in [section 3 (3) (b)], when" 

54. Page 68, line 6. 
Following: line 5 
Insert: "(5) If the trustees of a district choose to submit a 

proposition for an over-BASE budget levy to the electors of 
the district as provided in [section 31, the trustees shall 
comply with the provisions of subsection (2) through (4)." 

55. Page 69, line 20. 
Strike: "236%" 
Insert: "303%" 

56. Page 70, line 8. 
Strike: "35%" in both places 
Insert: "40%" in both places 

57. Page 71, line 14. 
Strike: "35%" in both places 
Insert: "4'UTn i.n both places 

58. Page 72, line 6. 
Following: line 5 
Insert: "NEW SECTION. Section 35. Impact aid fund. (1) The 

trustees of a district that receives federal funds under the 
provisions of Title I of Public Law 81-874 shall establish 
an impact aid fund. Money received under the provisions of 
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Public Law 81-874 must be deposited with the county 
treasurer to the credit of the impact aid fund. 
(2) The expenditure of money from the impact aid fund must 
be made pursuant to Title I of Public Law 81-874. The 
impact aid fund must be administered pursuant to the 
financial administration provisions of this title for 
nonbudgeted funds. ft 

Renumber: subsequent sections 

59. Page 72, line 8. 
Following: "20-9-320,° 
Insert: "and" 
Following: ft20-9-322," 
Strike: "and 20-9-348," 

60. Page 72, line 12. 
Following: "20-9-333," 
Insert: "20-9-335,ft 

61. Page 72, line 21. 
Following: ftcostft 
Insert: "payment" 

62. Page 72, line 23. 
Following: "3" 
Insert: • and 35 ft 

63. Page 72, line 25. 
Fo~lowing: "3" 
Insert: "and 35" 

64. Page 73, line 1. 
Strike: -date. [This act]" 
Insert: "dates -- retroactive applicability. (1) Except as 

provided in subsections (2) through (4), [this act]" 

65. Page 73, line 3. 
Following: line 2 
Insert: "(2) [Section 11] is effective July 1, 1993, and the 

provisions of [section 11(3)] relating to excess reserves 
and Public Law 81-874 money apply retroactively, within the 
meaning of 1-2-109, to district general fund reserves for 
the school fiscal year beginning July 1, 1992. 
(3) [Section 121 is effective July 1, 1994, and applies 
retroactively, within the meaning of. 1-2-109, to district 
general fund reserves for the school fiscal year beginning 
July 1, 1993. 
(4) The amendment striking former [section 22(2)J, relating 
to special education ANB eligibility, is effective July 1, 

1994." 
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HOUSE SELECT COMMITTEE ON EDUCATION 

HB 667 EXECUTIVE ACTION -- MARCH 12, 1993 

1. Changed the mix of state aid for the minimum or "BASE funding level" to: 

(a) 40% direct state aid for base entitlement and per-ANB amount 

(b) 40% guaranteed tax base aid for base entitlement and per-ANB amount 

(c) GTB mill guarantee to 303% of state TV (250% x 1.21) 

(d) Bill remains "state cost neutral" 

2. Districts budgeting below the 80% minimum level are required to reach 

minimum in 5 years but growth is capped at greater of: 

(a) 104% of prior budget; 

(b) 104% of prior budget per-ANB; or 

(c) 20% of the range between current budget and minimum level 

3. Delayed including any special education ANB within the plan (and the 

calculations) until 2nd year of biennium. Also made technical corrections in 

20-9-321, etc. to better coordinate HB 667 with SB 348, Halligan, 

authorizing full-time special education pupils to be regularly enrolled for ANB 

purposes. 

4. Changed the point at which the district ANB count is no longer subject to 

the reducer on the per-ANB amount (i.e., the "stop/loss" is now at 1,000 

ANB for high school districts and 2,000 ANB for elementary districts) 

5. Required districts above the maximum level to: 

(a) freeze budget growth for 1st year and reduce over-maximum budgets by 

1 % for the 2nd year -- voted levy election not required for those two years 

(b) reduce budget growth for 3rd year by 2% and thereafter by 3% until 

maximum level is reached -- voted levy required 

6. Allow districts budgeting between the minimum or "BASE funding level" 

and the maximum budget level the option of seeking voter approval to 

increases in that 20% range 

7. Added "WHEREAS" language to allow the Office of Public Instruction to 

expedite the implementation of HB 667 

8. Created an impact aid fund to remove P.L. 81-874 from general fund 



Amendments to House Bill No. 667 
1st Reading Copy 

Requested by Representative Cobb 
For the Select Committee on Education 

Pr~ared by. Andrea Merrill 
March 10, 1993 

ADD WHEREAS CLAUSES REGARDING: 
OPI IMPLEMENTATION WITHOUT RULEMAKING 
ELECTRONIC REPORTING IF POSSIBLE 
HELP FROM LEGISLATIVE AUDITOR'S OFFICE 
COORDINATION WITH OTHER SPECIAL EDUCATION BILLS 

CREATE IMPACT AID FUND AS IN SB 432 
COORDINATION CLAUSE WITH SB 438 

1. Title, page 2, line 13. 
Following: "20-9-347," 
Insert: "20-9-348," 

2. Title, page 2, line 16. 
strike: "20-9-348," 

3. Page 43, lines 16 and 17. 

EXHIBIt I 
DATE -37'-~7""~---"-: 

H8 "" 

Strike: "Budgeting" on line 16 through "expenditures" on line 17 
Insert: "Expenditures" 

4. Page 44, line 2. 
strike: "amount". 
Insert: "payment" 

5. Page 51, line 13. 
strike: "amount" 
Insert: "payment" 

6. Page 51, line 15. 
strike: "amount" 
Insert: "payment" 

7. Page 52, line 10. 
strike: "amount" 
Insert: "payment" 

8. Page 53, , line 16. 
Strike: "amount" 
Insert: "payment" 

9. Page 54, lines 10 through 14. 
Following: line 9 
Strike: lines 10 through 14 in their entirety 
Renumber: subsequent subsection 

10. Page 54, line 15. 

1 hb066702.aarn 



Following: "program" 
strike: remainder of line 15 

11. Page 54, line 16. 
Following: "education" 
Insert: "budget amount" 

12. Page 61, line 17. 
Following: "county" 
Insert: "that has sent a final budget to the superintendent of 

public instruction in accordance with the provisions od 20-
9-134" 

13. Page 62, line 7. 
Following: line 6 
Insert: "section 24. section 20-9-346, MeA, is amended to read: 

"20-9-346. Duties of the superintendent of public 
instruction for state equalization aid distribution. The 
superintendent of public instruction shall administer the 
distribution of the state equalization aid by: 

(1) establishing the annual entitlement of each district 
and county to state equalization aid, based on the data reported 
in the retirement and general fund budgets for each district that 
have been duly adopted for the current school fiscal year and 
verified by the superintendent of public instruction and by 
applying the verified data under the provisions of the state 
equalization aid allocation procedure prescribed in 20-9-347; 

(2) distributing by state 'i;arrant or electronic transfer 
the state equalization aid and state advances for county 
equalization, for each district or county entitled to the aid, to 
the county treasurer of the respective county or county where the 
district is located, in accordance with the distribution ordered 
by the board of public education; 

(3) keeping a record of the full and complete data 
concerning money available for state equalization aid, state 
advances for county equalization, and the entitlements for state 
equalization aid of the districts of the state; 

(4) reporting to the board of public education the 
estimated amount that will be available for state equalization 
aid; and 

(5) 
(a) 

of state 

reporting to the legislature as provided in 5-11-210: 
the figures and data available concerning distributions 

equalization aid during the preceding 2 school fiscal 
years; 

(b) the amount of state equalization aid then available; 
(c) the apportionment made of the available money but not 

yet distributed; 
(d) the latest estimate of accruals of money available for 

state equalization aid; and 
(e) the amount of state advances and repayment for county 

equalization."" 
Renumber: subsequent sections 

14. Page 65, line 5. 
Following: line 4 

2 hb066702.aam 



Insert: "section 26. Section 20-9-348, MeA, is amended to read: 
"20-9-348. Estimation of state equalization aid for budget 

purposes. The apportionment of state equalization aid shall he is 
the second source of revenue in calculating the financing of the 
elementary district foundation BASE funding program and the high 
school district foundation BASE funding program. In order to 
allow for the estimation of the amount of money to be realized 
from this source of revenue when the county superintendent is 
estimating the general fund budget revenues, the county 
superintendent shall consider that the state foundation program 
revenues equalization aid money and county equalization moneys 
money, together, will be capable of financing 100% of the 
foundation BASE funding program."" 
Renumber: subsequent sections 

15. Page 72, line 8. 
Following: "20-9-320," 
Insert: "and" 
Following: "20-9-322," 
strike: "and 20-9-348," 

16. Page 72, line 12. 
Following: "20-9-333," 
Insert: "20-9-335," 

17. Page 72, line 21. 
Following: "cost" 
Insert: "payment" 

3 hb066702.aam 



Amendments to House Bill No. 667 
1st Reading Copy 

tXHI8IT/'_P~-­
DATE .:3Lt:/J3 

Requested by Representative Fagg 
For the Select Committee on Education 

Prepared by Andrea Merrill 
March 11, 1993 

1. Title, page 2, lines 5 and 6. 
Following: "TO" on line 5 
Strike: line 5 through "YEAR" on line 6 

HB ~"2 . 

Insert: "PHASE IN BUDGET REDUCTIONS OVER A 5-YEAR PERIOD, 
STARTING WITH A BUDGET FREEZE IN THE FIRST YEAR OF 
!MPLEMENThTION," 

2. Title, page 2, line 9. 
Following: "BUDGET" 
Insert: ", WITH AN EXEMPTION FROM THE VOTER APPROVAL REQUIREMENT 

FOR THE FIRST 2 YEARS OF IMPLEMENTATION" 

3. Page 8, line 13. 
Strike: "greater" 
Insert: "greatest" 

4. Page 8, line 14. 
Following: "(i)" 
Insert: "for the school fiscal year beginning [on the effective 

date of this act], the district's general fund budget for 
the immediately preceding school fiscal year or the general 
fund budget per-ANB for the immediately preceding school 
fiscal year multiplied by the current year's ANB for 
budgeting purposes; 
(ii) for the second school fiscal year following [the 

effective date of this act], 99% of the district's general fund 
budget for the immediately preceding school fiscal year or 99% of 
the general fund budget per-ANB for the immediately preceding 
school fiscal year multiplied by the current year's ANB for 
budgeting purposes; 

(iii) for the third school fiscal year following [the 
effective date of this act]," 

5. Page 8, line 15. 
Following: "year" 
Insert: "or 98% of the general fund budget per-ANB for the 

immediately preceding school fiscal year multiplied by the 
current year's ANB for budgeting purposes; 
(iv) for the fourth and succeeding school fiscal years 

following [the effective date of this act], 97% of the district's 
general fund budget for the immediately preceding school fiscal 
year or 97% of the general fund budget per-ANB for the 
immediately preceding school fiscal year multiplied by the 
current year's ANB for budgeting purposes; 
Renumber: subsequent SUbsection 

1 HB066704.aam 
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6. Page 8, line 18. 
strike: "The" 
Insert: "Except for the first 2 school fiscal years following 

[the effective date of this act] during which no election 
for an additional levy is required, the" 

7. Page 66, line 12. 
strike: "When" 
Insert: "Except as provided in [section 3 (3) (b)], when" 

2 HB066704.aam 



EXHIBIT-2J=----­

DAT~~/f> 
HB ~{t 1 

HOUSE SELECT COMMITTEE ON EDUCATION 

HB 667 EXECUTIVE ACTION -- MARCH 12, 1993 

1. Changed the mix of state aid for the minimum or "BASE funding level" to: 

(a) 40% direct state aid for base entitlement and per-ANB amount 

(b) 40% guaranteed tax base aid for base entitlement and per-ANB amount 

(c) GTB mill guarantee to 303% of state TV (250% x 1.21) 

(d) Bill remains "state cost neutral" 

2. Districts budgeting below the 80% minimum level are required to reach 

minimum in 5 years but growth is capped at greater of: 

(a) 104% of prior budget; 

(b) 104% of prior budget per-ANB; or 

(c) 20% of the range between current budget and minimum level 

3. Delayed including any special education ANB within the plan (and the 

calculations) until 2nd year of biennium. Also made technical corrections in 

20-9-321, etc. to better coordinate HB 667 with SB 348, Halligan, 

authorizing full-time special education pupils to be regularly enrolled for ANB 

purposes. 

4. Changed the point at which the district ANB count is no longer subjeet to 

the reducer on the per-ANB amount (i.e., the "stop/loss" is now at 1,000 

ANB for high school districts and 2,000 ANB for elementary districts) 

5. Required districts above the maximum level to: 

(a) freeze budget growth for 1 st year and reduce over-maximum budgets by 

1 % for the 2nd year -- voted levy election not required for those two years 

(b) reduce budget growth for 3rd year by 2% and thereafter by 3% until 

maximum level is reached -- voted levy required 

6. Allow districts budgeting between the minimum or "BASE funding level" 

and the maximum budget level the option of seeking voter approval to 

increases in that 20% range 

7. Added "WHEREAS" language to allow the Office of Public Instruction to 

expedite the implementation of HB 667 

8. Created an impact aid fund to remove P.L. 81-874 from general fund 



O
F

F
IC

E
 O

F 
TH

E
 L

E
G

IS
LA

TI
V

E
 A

U
D

IT
O

R
 

H
IG

H
 S

C
H

O
O

LS
 W

IT
H

 5
01

 
&

 U
P

 A
N

B
 (

80
0 

S
TO

P
 L

O
S

S
) 

55
00

 

50
00

 -

45
00

 

40
00

 

35
00

 

30
00

 

25
00

 

20
00

 52
5 

54
7 

64
1 

1,
32

2 
2,

46
9 

4,
76

3 

A
N

B
 

~ 

-
-

R
E

G
R

E
S

S
IO

N
/A

N
B

 
-
: 

C
U

R
R

E
N

T
/A

N
B

 
"* M

IN
/A

N
B

 -
D

-
M

A
X

/A
N

B
 



O
FF

IC
E

 O
,F

 T
H

E
 L

E
G

IS
LA

TI
V

E
 A

U
D

IT
O

R
 

f 
']

i 
Ii

 !
Ii

 i'
 

'J
. 

.. 
\'

1~
 .• 3

~ 
J
._

'l
' 

J 

i;
'\

lL
 

.. ~
~.
 ~
l'

-
q
~
 

.. 
L

 .
..

 1
iL
?~
~1
 

H
IG

H
 S

C
H

O
O

LS
 W

IT
H

 5
01

 
&

 U~
P 

A
N

B
 (

25
00

 S
TO

P
 L

O
S

S
) 

. 

5
5
0
0
~
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
~
 

en o ~ 
50

00
 

f/
')

 

::>
 

o E. 
45

00
 

CD
 z ~
4
0
0
0
 

w
 

n.
 ~ 
35

00
 

o z w
 g, 
30

00
 

w
 

CJ
 ffi 
25

00
 

>
 

4
{

 

2
0
0
0
~
:
 -
-
~
~
-
-
~
-
-
~
~
-
-
~
-
-
~
~
-
-
~
-
-
~
~
-
-
~
-
-
~
~
-
-
~
 

5
2

5
 

54
7 

64
1 

1,
32

2 
2,

46
9 

4,
76

3 

A
N

B
 

--
R

E
G

R
E

S
S

IO
N

/A
N

B
 
-:

 C
U

R
R

E
N

T/
A

N
B

 
"* 

M
IN

/A
N

B
 

-D
-
M

A
X

/A
N

B
 



O
F

F
IC

E
 O

F
 T

H
E

 L
E

G
IS

LA
T

IV
E

 A
U

D
IT

O
R

 
E

LE
M

E
N

T
A

R
Y

 W
IT

H
 7

T
H

 &
 8

T
H

 1
00

1 
A

N
D

 U
P

 A
N

B
 (

20
00

 S
T

O
P

 L
O

S
S

) 

w­ o 

5
0
0
0
-
.
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
~
 

~4
50

0 
:J

 
o I ;4

0
0

0
 

z <
 

a:
 ~
3
5
0
0
 

CJ
 

Z
 o 
'
*
r
*
*
~
'
~
*
~
 

:s
d 

.
~
3
0
0
0
_
«
.
 

~:
:-
-,
 
~
 

I 
-
. 
~
 

T
 

_ 
* 
~
=
 

LU
 

CJ
 ~
 2

5
0

0
-

LU
 ~ 

20
00

 
I 
i
i
i
 
i
i
i
 

I 
I
i
i
 
i
i
'
 
I
i
i
 
i
i
i
 
i
i
i
 

i 
I 

1,
02

4 
1,

08
3 

1,
12

7 
1,

15
5 

1,
24

2 
1,

45
6 

1,
86

8 
3,

79
7 

10
,5

97
 

A
N

B
 

-
-

R
E

G
R

E
S

S
IO

N
/A

N
B

 +
 CU

R
R

E
N

T
/A

N
B

. *
" M

IN
/A

N
B

 -
D

-
M

A
X

/A
N

B
 



ie
 ',C

'I 
,\it

 -_ 
J;

 -
;(

 
_ 

';>'
 

tL 
.. 

+-'
1 

,;U
: 

'li
I 

U
' 

~ 
~ 

~(V
" f

L
 ...

 __
 2~

Jl
.-
C\
 "3

 
~"

>'
 

\,
{ «

) 
( "

 {
o '
I
 

~\
 \

..
..
"_
,'
".
_,
-~
 

---
.J 

.. 
, 

O
F

F
IC

E
 O

F
 T

H
E

 L
E

G
IS

L
A

T
IV

E
 A

U
D

IT
O

R
 

E
L

E
M

E
N

T
A

R
Y

 W
IT

H
 7

T
H

 &
 8

T
H

 1
00

1 
A

N
D

 U
P

 A
N

B
 (

25
00

 S
T

O
P

 L
O

S
S

) 

5
0
0
0
~
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
~
 

en o ~4
50
0 

::>
 

o :r:
 

I- ;4
0

0
0

 
z <

 
a:

 ~
3
5
0
0
 

CJ
 

Z
 5 ~
3
0
0
0
 

fJ
) w
 ~ 
2

5
0

0
' 

w
 ~ 
20

00
 -
'
-
T
-
'
~
'
'
-
-
-
'
 -

--
--

-"
 

--
--

,-
-

r
-

..
 -
.
-
.
-
-
-
-
-
~
.
 --
.
-
~
,
-
-
.
 

1,
02

4 
1,

08
3 

1,
12

7 
1,

15
5 

1,
24

2 
1,

45
6 

1,
86

8 
3,

79
7 

10
,5

97
 

A
N

B
 

-
-

R
E

G
R

E
S

S
IO

N
/A

N
B

 
+ 

C
U

R
R

E
N

T
/A

N
B

 
"* 

M
IN

/A
N

B
 -

D
-

M
A

X
/A

N
B

 

I 



O
FF

IC
E

 O
F 

TH
E

 L
E

G
IS

LA
TI

V
E

 A
U

D
IT

O
R

 
C

O
S

T 
D

E
C

IS
IO

N
 M

A
TR

IX
 F

O
R

 H
O

U
S

E
 S

E
LE

C
T 

C
O

M
M

IT
TE

E
 

1
2

-M
a

r-
9

3
 

09
:5

5A
M

 

H
IG

H
 S

C
H

O
O

L 
S

TO
P

 L
O

S
S

 
E

LE
M

E
N

TA
R

Y
 S

TO
P

 L
O

S
S

 
2,

50
0 

2,
00

0 
2,

50
0 

($
14

9,
13

5 
$9

90
,3

10
 

1,
50

0 
$2

,0
37

,6
06

 
$3

,1
77

,2
31

 
1,

25
0 

$2
,7

81
,2

55
 

$3
,9

20
,8

80
 

1,
00

0 
$3

,7
09

,9
85

 
$4

,8
49

,6
09

 
80

0 
$4

,5
86

,8
65

 
$5

,7
26

,4
90

 

1,
50

0 
$2

,3
49

,1
17

 
$4

,5
36

,0
38

 
$5

,2
79

,6
86

 
$6

,2
08

,4
16

 
$7

,0
85

,2
96

 

C
H

A
N

G
IN

G
 O

N
LY

 T
H

E
 P

E
R

 S
TU

D
E

N
T 

R
E

D
U

C
TI

O
N

 F
A

C
TO

R
S

 T
O

 .
10

 F
O

R
 E

LE
M

E
N

TA
R

Y
 A

N
D

 .2
5 

FO
R

 
H

IG
H

 S
C

H
O

O
L 

W
IL

L 
C

O
S

T 
TH

E
 S

TA
TE

 $
9.

91
0.

99
7 

W
IT

H
 S

TO
P

 L
O

S
S

 A
T 

2.
50

0/
2.

50
0.

 
TH

E
 C

O
S

T 
W

IT
H

 
S

TO
P

 L
O

S
S

 A
T 

1.
50

0/
80

0 
IS

 $
12

.9
44

.9
93

. 

. 
. 

A
LL

O
W

IN
G

 L
O

W
 S

P
E

N
D

E
R

S
 T

O
 I

N
C

R
E

A
S

E
 T

H
E

IR
 B

U
D

G
E

TS
 T

O
 T

H
E

 8
0%

 M
A

N
D

A
TO

R
Y

 L
E

V
E

L 
IN

 O
N

E
 

Y
E

A
R

 W
IL

L 
C

O
S

T 
TH

E
 S

TA
TE

 $
6.

18
7.

03
5 

A
T 

S
TO

P
 L

O
S

S
 O

F 
2.

50
0/

2.
50

0 
A

N
D

 W
IL

L 
C

O
S

T 
TH

E
 S

TA
TE

 
$1

3.
98

6.
30

8 
A

T 
S

TO
P

 L
O

S
S

 O
F

 1
.5

00
/8

00
. 

3 
(,

/,}
\ \

 B
 \1

 ~""
"r::

''''
'''.

.-''
''r'

.'''
 

DI
\1
J~
-'
c~
."
,'
''
''
''
''
'.
''
' 

H
B

_
fl

1 
... _

.·_
--'

 



Amendments to House Bill No. 667 
1st Reading Copy 

Requested by Representative Boharski 
For the Committee on Education 

1. Title, line 22. 
strike: "WITHOUT" 

Prepared by Andrea Merrill 
March 12, 1993 

Insert: "WITH THE OPTION OF" 

2. Page 9, line 25. 
Following: line 24 

EXHIBIT ~~, 
DATE .31r~13 
H8 "2 

Insert: "(6) Whenever the trustees of a district adopt a general 
fund budget under the provisions of sUbsection (5), they may 
submit a proposition on the over-BASE budget levy to the 
electors of the district as provided in 20-9-353." 

3. Page 68, line 6. 
Following: line 5 
Insert: U(5) If the trustees of a district choose to submit a 

proposition for an over-BASE budget levy to the electors of 
the district as provided in [section 3], the trustees shall 
comp1;.y with the provisions of subsection (2) through (4)." 

1 HB066709.aam 



Amendments to House Bill No. 667 
1st Reading Copy 

Requested by Representative Boharski 
For the Select committee on Education 

Pr~pared by Andrea Merrill 
March 11, 1993 

1. Title, page 1, lines 10 and 11. 
Following: "DISTRICT" on line 10 

EXHIBIT_ S 
DATE .3--'k~hr--3-:-::-
HB 'r 7 

Strike: remainder of line 10 through "YEARS" on line 11 

2. Title, page 1, line 23. 
strike: "ABOVE THE BASE BUDGET AND" 

3. Page 7, line 24 through page 8, line 5. 
Following: "district" on page 7, line 24 
strike: line 24 through "may" on page 8, line 5 
Insert: "shall" 

4. Page 8, line 6. 
strike: "subsection" 
Insert: "subsections" 

5. Page 8, line 7. 
Following: "(5) (a)" 
Insert: " and (5) (b)" 

1 HB066708.aam 
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Amendments to House Bill No. 665 
First Reading Copy 

Requested by Representative Kadas 
For the House Select Committee on Education 

Prepared by Eddye McClure 
March 12, 1993 

1. Page 5, lines 19 and 20. 
Following: "(2)" 
Strike: remainder of line 19 through "1993." on line 20 
Insert: "[Section 2] applies to licenses issued after February 

28, 1994. 
(3) [Sections 3 and 4] apply to all lease years beginning 

after December 31, 1993. I~ 

1 HB066501.AEM 



Amendments to House Bill No. 665 
First Reading Copy 

For the House Select committee on Education 

1. Page 
Page 2, 
strike: 
Insert: 

2. Page 
strike: 
Insert: 

3 . Page 
strike: 
Insert: 

4. Page 
strike: 
Insert: 

5. Page 
strike: 
Insert: 

1, line 17. 
line 6. 
"6%" 
"4.75%" 

2, line 22. 
"~,, 
"$10" 

3, line 6. 
"li.l" 
"$8" 

4, lines 3 
"one-third" 
"29%" 

5, line 4. 
"10.94" 
"8.4" 

Prepared by Connie Erickson 
March 12, 1993 

and 6. 

6. Page 5, lines 19 and 20. 
Following: "(2)" 
strike: remainder of line 19 through "1993." on line 20 
Insert: "[Section 2] applies to licenses issued after February 

28,1994. 
(3) [Sections 3 and 4] apply to all lease years beginning 

after December 31, 1993." 

1 HB066501.ACE 
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The attached packet of information illustrates the impact of the 
House Select Committee's March 12, 1993, actions on House Bill 667. 
School districts' fiscal year 1992-93 budgets have been reatated as 
though HB 667 had been in effect for fiscal year 1992-93. The 
packet includes an overview of the Equalization Model, definitions 
of terms used in the model and HB 667, statistic sheets, and a 
district listing. 

House Bill 667, as amended by the Select Committee, provides state 
support in the manner outlined on the "Listing of Spreadsheet Data 
Element Assumptions." Following is an explanation as to why some of 
the data elements are set where they are. 

1. The required low spender growth is set at 20% of the 
difference between fiscal year 1992-93 budget and the 
mandatory level; and the estimated district budget 
growth is set at 0%. HB 667 provides budget growth for 
these districts to the greater of the 20% difference, 
104% of the prior year's budget, or 104% of the prior 
year's budget per ANB. However,the estimated budget 
growth is set at 0% because this is a restateme~t of 
fiscal year 1992-93 and not a projection to a future 
£l·sca1 year. The attached spreadsheet assumes districts 
have already increased their fiscal year 1992-93 bUdgets 
to the extent desired and allowed under existing 
statutes. 

2, The "required high spender reduction" was set at 0% 
because HB 667 was amended to fre~ze those districts 
(i.e. those whose fiscal year 1992-93 budgets exceed the 
calculated maximum under HB 667) at the fiscal year 
1992-93 level for the first year of implementation. Any 
projection to fiscal year 1993-94 would also set these 
districts' budgets at the fiscal year 1992-93 level. 

Again, the attached spreadsheet is a restatement of fiscal year 
1992-93 budgets and is not intended to iridicate budget or mill 
impacts on future fiscal years. 



Explanation of School Funding 
Equalization Model 

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 was to 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. 



March 12, 1993 

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 j r . 
high ANB receive a prorated base. For example. if there are 75 
elementary and 25 Jr. high ANB, 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. 

Unsubsidized Percentage (Per Student) - The portion of the per 
student allocation that is unsubsidize~ (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. In the current version of the bill, there 
is no required reduction for the first year, 1% for the second year, 
2% for the third year, and 3% for each year thereafter. 

Estimated District-Budget Growth - The pf!rcentage 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. This factor is set at zero in 
the attached spreadsheet because it is a restatement of the FY93 
budgets which already contain the districts' budget growth. 

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 allowable costs 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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