
MINUTES 

MONTANA SENATE 
53rd LEGISLATURE - REGULAR SESSION 

SELECT COMMITTEE ON SCHOOL FINANCE 

Call to Order: By Chairman Mike Halligan, on April 7, 1993, at 
6:30 a.m. 

ROLL CALL 

Members Present: 
Sen. Mike Halligan, Chair (D) 
Sen. Chet Blaylock, Vice Chair (D) 
Sen. John Brenden (R) 
Sen. Bob Brown (R) 
Sen. Steve Doherty (D) 
Sen. Dorothy Eck (D) 
Sen. Harry Fritz (D) 
Sen. Delwyn Gage (R) 
Sen. Lorents Grosfield (R) 
Sen. John Harp (R) 
Sen. John Hertel (R) 
Sen. Spook Stang (D) 
Sen. Daryl Toews (R) 
Sen. Tom Towe (D) 
Sen. Fred Van Valkenburg (D) 
Sen. Mignon Waterman (D) 
Sen. Bill Wilson (D) 
Sen. Bill Yellowtail (D) 

Members Excused: None. 

Members Absent: None. 

Staff Present: Jeff Martin, Legislative Council 
Eddye McClure, Legislative Council 
Bonnie Stark, Committee Secretary 

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

Committee Business Summary: 
Hearing: None. 

Executive Action: HB 667 

EXECUTIVE ACTION ON HB 667 

The Subcommittee of the Select Committee on School Finance 
has met several times and presented its recommendations on HB 
667, which is attached to these minutes as Exhibit No.1. The 
Committee members serving on that Subcommittee are: 
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Sen. Chet Blaylock, Chair 
Sen. Bob Brown 
Sen. John Hertel 
Sen. Spook Stang 
Sen. Daryl Toews 
Sen. Fred Van Valkenburg 
Sen. Mignon Waterman 

Senator Blaylock said the Subcommittee decided to use HB 667 
as the vehicle for the school finance issue, since that bill had 
already passed the House, and it appeared impossible to get SB 
432 passed through the Senate and to the House for passage prior 
to the end of this legislative session. The Subcommittee has 
amended some of the provisions of SB 432 into HB 667. 

Senator Blaylock reviewed the Subcommittee recommendations. 
He said that one of the first things the Subcommittee discussed 
was the total of 11 caps on HB 667. 

The Subcommittee wanted to get the local limits below 80% 
into an area between 80% and 100% in order to comply with the 
Supreme Court ruling to equalize. Those districts below the 80% 
level will have a choice of three ways to go to reach the 80% 
level in three years: (a) 104% of the previous year's General 
Fund (GF) budget; or (b) 104% of the previous year's GF budget 
per student (Average Number Belonging [ANB]) times the current 
year's ANB; or (c) Choose to go up one-third each year over the 
next three years. If they go above any of these limits, they 
would have to vote the extra budget. 

In the Districts with budgets of 80% to 100%, they could 
choose: (a) 104% of the previous year's GF budget; or (b) 
104% of the previous year's GF budget per ANB times the current 
year's ANB; or (c) Go for a voted levy above 104%. 

For areas above 100%, the Subcommittee froze the districts 
for one year at their present GF budget for the fiscal year 
beginning July 1, 1993. In the second year and beyond, a vote is 
required. 

The Subcommittee removed the Wanzenreid Amendment, which 
would have limited administrative costs to 95% of a 2-year 
average, they removed capital outlay expenditures from the GF, 
and amended the Senate version of SB 32 into HB 667. 

Regarding High School Stop-Loss (as there are more students, 
the figure is dropped by 50 cents per child), the Subcommittee 
changed the figure from 1,000 to 800. 

The Subcommittee voted to use the Office of Public 
Instruction (OPI) option #2 to revise the current Guaranteed Tax 
Base (GTB) value to extend the permissive range for Special 
Education (SPED) purposes based on 10%, 25% and 65% ratios to 
incorporate the current concept but redistribute the dollars in 
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the permissive levy GTB support. There was $5 million rema~n~ng 
in the GTB fund, and this option had to be included in order for 
the full amount to be available. 

The Subcommittee voted that Public Law 81-874 Funds be 
transferred from the impact aid fund to GF to off-set the levy 
below 80%, with the state paying the GTB. This means the schools 
below the 80% level can use their impact money from the Federal 
government, and then state aid is available. The Districts using 
874 funds to help support local levies must levy the prior year's 
average permissive levy. The Subcommittee discussed the District 
where there is very few taxpayers, or only one taxpayer, and if 
taxes should be levied. They determined that they should be 
levied, with the taxpayer(s) paying the average of the state-wide 
permissive levy. 

Senator Blaylock said the weighted GTB had been considered 
for the General Fund, the Retirement Fund, and Capital Outlay. 
After further discussions, it was decided that this would be very 
adverse to some school districts. Those Districts who are 
levying high millages for retirement now would be hurt by this, 
and those levying low millages for retirement now would be 
helped. Senator Blaylock said this Committee may want to put the 
weighted GTB into the General Fund. 

The Subcommittee recommends that the Select Committee choose 
how to handle the $30 million budget cut by HB 667. Other 
actions considered by the Subcommittee, but with no firm 
recommendations, for the Committee to consider are Non-levy 
revenue, Weighted GTB, COLA, Transportation and Retirement, and 
Per-ANB reduction factors. The Subcommittee had considered 
taking all the non-levy revenue received, mainly from coal, oil 
and gas, and motor vehicle licenses, and redistribute it. There 
would be no more money received, it would just be equalized 
through the effect of redistribution. 

QUESTIONS BY COMMITTEE MEMBERS: 

(1) Caps: 

Senator Gage asked if a District is above 100%, if their 
voted levies are moot under HB 667, which would freeze their 
budget at its present level. Senator Blaylock said their levy 
would be frozen only the first year, which would be at the level 
approved in the latest election. Senator waterman said that 
following the first year, the District would have to vote 
anything above 100% in the level at which they are frozen. 

Senator Towe asked for further explanation of the 33 1/3% 
growth limits below 80%. Senator Blaylock and senator Van 
Valkenburg explained that by taking 1/3 the first year, then half 
of what remains the second year, and all of what remains in the 
third year, would be taking 1/3 in each of the three years. 
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Senator Eck asked if there is any allowance for ANB growth 
in the Districts who are above 100% who are experiencing growth. 
Senator waterman said there is none, but they would soon end up 
below the 100% if they had rapid growth. Once they reach the 
100% expenditure level, the other rules would apply. 

(2) Administrative costs: 

No questions from Committee members. 

(3) capital outlay: 

Senator Towe asked if the language to remove capital outlay 
expenditures from GF means there will be a separate accounts set 
up. Eddye McClure, Legislative Council Staff, responded that 
there are only certain costs that can be spent from the General 
Fund. OPI indicated they are going to use their building 
reserve, but there are going to be costs that may not be 
budgeted. Bond and interest payments, the purchase and 
replacement of buses, new construction, building additions, land 
acquisition, infra-structure, and major building renovations, 
would all be put into reserves. 

(4) HS stop/Loss: 

Senator Van Valkenburg said the Subcommittee used the 
mathematical formula developed by the Auditor's office as the 
principle means of distributing state funding for kindergarten 
through grade 12 (K-12) education. Senator Van Valkenburg 
believes the existing schedules should be utilized, and 
incorporate the caps and other changes in school equalization 
into those schedules, because the math formula developed by the 
Auditor's office was still in'an experimental stage. Senator Van 
Valkenburg had asked the Subcommittee to at least look at 
following the recommendation of the Superintendent of Public 
Instruction to stick with the existing schedules until the 
consequences of using the Auditor's new math formula are more 
clear. The HS Stop/Loss section is part of the mathematical 
formula. Senator Van Valkenburg has asked OPI to give this 
Committee some comparisons between using the Auditor's 
mathematical formula and using the existing schedules. 

Greg Groepper, OPI, presented -Exhibit No. 2 to these 
minutes, and explained the schedules included. Mr. Groepper said 
the comparisons shown are the budget changes per school district, 
with the mill levy changes. He pointed out some differences, 
that the far right-hand column has approximately 3900 more 
students than the inner right-hand column. OPI used FY94 
enrollment numbers; the Auditor's spread sheets used FY93 ANB. 
OPI left the non-levy revenue recapture in the figures to get the 
impact. The inner right-hand column has the weighted guaranteed 
tax base as the Subcommittee is recommending, and OPI used 
current law for guaranteed tax base, and they allowed for Special 
Education (SPED) in their figures. Mr. Groepper said schools 
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will generally have more budget authority using the existing 
schedules rather than the models presented in the HB 667 hearing. 
(Please refer to Minutes of March 31, 1993, Exhibit No.4.) 

Mr. Groepper explained the schedules using Billings 
Elementary and High School figures to answer questions by 
Committee members. 

Mr. Groepper will make new schedules available for the 
Committee to review, using the Auditor's office figures, HB 667 
guidelines, and taking out the non-levied revenue, so a better 
comparison can be made. 

Senator Gage questioned the difference in expenditures by 
dropping the Stop/Loss from 1,000 to 800. Curt Hahn, OPI, 
presented Exhibit No.3, and Ms. McClure presented Exhibit No. 4 
to these Minutes. 

Senator Towe questioned how the Stop/Loss system works. 
Senator Stang explained by using the example of 4,000 students in 
a high school program. The way HB 667 was originally written, 
you would reduce that by 50 cents until you reach 3,000. If you 
put in an 800 stop/loss, you reduce it by 50 cents until you 
reach 3,200. The cost of doing that is approximately $1 million 
per year. 

(5) Special Education: 

In response to questions by Senator Harp, Senator Blaylock 
said the portion of the special education (SPED) not considered 
by the House was added in to the Subcommittee recommendations. 

Senator Towe asked for an explanation of the 10%, 25%, and 
65% ratios in the recommendations by the Subcommittee. Dori 
Nielson, OPI, explained that school districts currently receive 
about ·$13.8 million, which is the appropriation for allotted 
costs for special education from the Legislature that has 
remained constant for several years. Additionally, local school 
districts contribute over $11 million. That can be levied 
permissively in the 35% range under the current system and was 
missing in HB 667. In order for the districts to provide loca~ 
funding for SPED, since the state allowable cost appropriation 
does not cover the entire costs, districts need to access money 
for SPED. Under HB 667, without the addition, the districts had 
to access it to regular education dollars in the 80%/100% portion 
of the budget. The Subcommittee put back in the opportunity for 
school districts to access more than the $11 million through a 
permissive levy guaranteed tax base (GTB) support, which they 
currently have. The Subcommittee did not add more money to the 
bill; they re-distributed money that was already there. The $11 
million represents the 25%. The 65% is the base amount that they 
already have. The 10% is the margin that will go into the 80% to 
100% range that now is accessible. In the regular education 
program, if these ratios were placed side by side, the base 
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amount coming directly from the state is 65%; the permissive 
portion is 25%; and the 10% is the portion over the permissive. 

(6) Enrollment: 

In response to questions by Senator Harp, Senator Blaylock 
said the $40 million cut by the House is taken up by not paying 
the schools for the additional 7,100 students enrolling in 
Montana schools next year. 

Senator Gage asked about the current enrollment ANB count. 
Mr. Groepper explained that under current law, OPI looks at the 
fall semester coming up, starting July 1, and the spring semester 
of a year ago. 

(7) Public Law 81-874 FUnds: 

Senator Towe asked for explanations on the Subcommittee 
recommendations. Linda Brandt, Indian Impact Schools, said this 
is referring to state-wide average funds. Senator Towe asked how 
this pertains to a district which might be below the 80%. Ms. 
Brandt said if a district is below the 80%, they still have to 
calculate out their state subsidy just as every other district 
does. After that calculation is done and a district calculates 
how many mills it will have to levy, then the 874 is applied to 
reduce that levy, but only down to the state average. 

(8) House Cuts: 

Senator Harp asked where the money to increase the spending 
by $15 million is to come from. Senator Blaylock said it was to 
come from the Realty Transfer Tax. 

senator Eck said she would like the Committee to discuss the 
$30 million that is built into this plan, and its source. 
senator waterman commented she thinks the Committee's choices 
will narrow down to three options: (1) Reduce the District 
budgets; (2) Offset reliance on local levies, or (3) Increase 
State support. 

Actions considered but not taken by Subcommittee: 

(1) Non-levy Revenue: 

Senator Eck suggested an option the Committee might 
consideration would be some equalization of non-levy revenue. 
Senator Blaylock responded that in order to do what had been 
discussed in previous meetings, it would be about $20 million per 
year. That would not be adding in new money; it is only a re­
distribution. 

Senator Toews said when non-levied revenue is moved, a lot 
of schools will fall back onto a guaranteed tax base. 
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Senator Towe asked what the Subcommittee discussed on non­
levied revenue. The automobile registration fees are fairly 
uniform throughout the state, but the oil and gas money, and the 
coal money, is different by districts. Senator Blaylock said the 
Subcommittee did not specifically discuss splitting those 
resources. They did think about using non-levy revenue. The 
Colstrip School superintendent said his District was willing to 
ride with the freeze, and that would probably make them reduce 
their programs. Senator Blaylock said the other side of the 
argument is that a lot of those districts will take a hit, but 
they haven't been levying much on themselves, if anything, and, 
therefore, it would be fair to bring the funds to Helena to be 
distributed. 

Senator Towe said the Districts who do not levy very much 
revenue, because they have an enormous taxable valuation, will 
have to spend more money and will have to levy more revenue. 
That will help equalize the districts across the state. 

(4) Transportation and Retirement: 

Senator Towe asked why transportation was not included in 
the Subcommittee's recommendations. Senator Blaylock said the 
feeling of the Subcommittee is that transportation is not as 
serious a problem across the state as the other issues are, and 
there is no great pressure from the school districts asking for 
equalization of transportation. 

Senator Towe asked if transportation costs are just absorbed 
in the general budget, and what would be the impact if the 
Committee did not adopt anything regarding transportation. Greg 
Groepper said that transportation is paid for half by the state 
and half by a county-wide levy. Anything districts need above 
that amount, they have to levy on district taxpayers in a 
permissive mill. The portion of transportation that OPI does not 
equalize is whatever the district has to assess on their own 
taxpayers. Mr. Groepper said transportation is one of the issues 
that has been raised in the lawsuit, but as he understands it, 
there was more concern over straightening out the general fund, 
then coming back another session and working on the trans­
portation and retirement. Mr. Groepper said he understands the 
transportation budget would stay the same and if the district 
needs money above what they get through the per-mile basis, they 
will have to levy that on their taxpayer. By not including 
transportation and retirement in the equalization plan now, they 
won't be as far along as they would be if the Committee addresses 
it now, but his understanding is that HB 667 is all that can 
possibly be accomplished in these first two years. 

Discussion was ended at this time. Chairman Halligan said 
this Committee will meet again after the OPI has provided new 
spread sheets on information requested by Committee members. 
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Exhibit No. 5 to these minutes is a letter from K. W. Maki, 
Corvallis School District #1. 

ADJOQRNHENT 

Adjournment: The meeting adjourned at 8:00 a.m. 

MH/bjs 
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ROLL CALL 

SELECT COMMITTEE ON 
SENATE COMMITTEE SCHOOL FINANCE 

NAME PRESENT ABSENT EXCUSED 

Sen. Halligan, Chair 1 t/ 

Sen. Eck - I V' .-

I v/' . 
Sen. Brown . 

I I 
-

I vi --
Sen. Doherty 

Sen. Gage I V I 
I t/ I . I Sen. Grosfield 

Sen. Harp I V I I 
Sen. Stang I V' I 
Sen. Towe I ~ I 
Sen. Van Valke:murg I V I I 
Sen. Yellowtail I v I I 
Sen. Blaylock, Vice Chair V 

Sen. Fritz 
,. ./ I I 

I 

Sen. Hertel V I 
Sen. Brenden t/ 

/ 

Sen. Toews ~ 
. I / I Sen. Waterman 

Sen. Wilson vi I 
I 

I 
Fee 

Attach to each day's minutes 



(1) 

HB 667 SUBCOMMITTEE RECOMMENDATIONS 

Caps: 

Growth Limits Below 80%: 

Greater of: 

SENATE 'Fw:mJN. jJ,-,;J;-~ ~4 
EXHIBIT NO. I ~7~ }~,<-
DATE... L{ - '7 - f 3 
BILL NO_ ;J t1 t ~ 'l 

• • 
(a) 104% of previous year GF budget; 
(b) 104% of previous year GF budget per-ANB x current 

(c) 
year's ANB; or 
(i) 33 1/3% of range between GF ending June 30, 1993· 

and BASE July 1, 1993; 
(ii) 50% of range between GF ending June 30, 1994 

and BASE beginning July 1, 1994; or 
(iii) remainder of range between GF ending June 30, 

1995 and BASE beginning July 1, 1995 

(d) Voted required to exceed above budgets 

80 to 100%: 

Greater of: 
(a) 104% of previous year GF budget; or 
(b) 104% of previous year GF budget per ANB x current 

year's ANB 

(c) Voted levy above 104% 

(d) Removed Kadas Amendment on vote above 90% and optional 
vote provision. 

Above 100%: 

Districts "frozen" at: 
(a) district's GF budget for current school fiscal year; or 
(b) the maximum GF budget for district in current school 

fiscal year. 

(c) Except for fiscal year July 1, 1993, HB 667 still 
requires voted levy in second year. 

(2) Administrative costs: Removed the Wanzenreid amendment to 
limit administrative costs to 95% of 2-year average. 

(3) Capital outlay: Removed capital outlay expenditures from GF 
Amended Senate version of SB 32 into HB 667 



(4) HS Stop/Loss: Changed High school stop/loss from 1,000 to 
800 

(5) Special Education: Voted to use OPI option #2 to revise the 
current GTB HB667 value to extend the permissive range for 
special education purposes based on 10%, 25% and 65% ratios 
to incorporate the current concept but redistribute the 
dollars in the permissive levy GTB support. (Means $5 
million in GTB. 

(6) Enrollment: voted to base the district ANB count on the 
enrollment count from October 1 and February 1 of the 
previous year 

(7) Public Law 81-874 Funds: (a) voted to allow district 
receiving 874 funds to transfer from impact aid fund to 
general fund to offset levy below 80% with state paying GTB 
(comply with federal law) i . 

(b) District using 874 funds to support local levies must 
levy prior year average permissive levy (requiring minimum 
local effort) 

(8) House cuts: voted to put approx. $30 million in HB 667 
* approx. $15 million for state support 

(see OPI chart) 
* approx. $15 to fund deficit in SEA 

Actions considered but not taken by Subcommittee: 

(1) Non-leyy revenue: voted not to include non-levy revenue in 
HB 667 

(2) Weighted GTB: voted not to use weighted GTB formula in 
capital outlay and retirement. 

(3) COLA: voted not to include an inflation factor in HB 667 

(4) Transportation and retirement: voted not to include in HB 
667. 

(5) Per-ANB reduction factors: voted not to change per-ANB 
reduction factors from .50 and .20 
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NET EFFECT OF SUBCOMMITIEE ACTIONS 
FY94 

33%MIN $0.515 

WTD GTB ($0.592) 

800 STOP LOSS $1.075 

ENROLLMENT $5.087 

VOTE BELOW 80% $1.649 

SPECIAL ED GTB $6.309 

GTB % TO 196 $0.390 

NET EFFECT $14.433 

FY95 

$1.792 

($0.670) 

$1.222 

$5.381 

$0.918 

$6.309 

$0.440 

$15.392 
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~ ALLIS SCHOOL DISTRJ 
CO ~ 1045 Main Street - P.O Bux 7()() Cr ,*", 

Curvalli~. Montana 59828 ..( 

K.W.MAKI 
Superintendent. 961-421 I 

fAX %1-5144 

April 6, 1993 

TO: Educ:,~t inn and Taxation Committee:;! 
Senate Select ~ommlLtee 

FROM: K. W. MaJci 

SUBJJ::GT: School. District Genera.!. Fund ExpendiLuL"~~ 

SARAH S. SCHUMACHER 
1)-12 Principal. % 1-32tll 

MARION DALEY 
K·4 Principal. 961--'261 

ALLYSON HOILAN() 
;'i.x Prinlipal. 90 \-JIH 17 

C()rvelli:s School District #1 is opposed to the prupo!:ied restrictione '~'n 
general fund expenditure~. In most !3chool di.strict~ chl'!rp. .HQ usu'J.ll-; 
sevt:lral capital outlay projects each yQar that !tlU!3t bE< tin~nced and 
completed. Co.cvallis is no exception. Since we llvb in an "",,conomi,:ally 
deprp.ss~d district, it has been necessary for us to p.xpp.nd gp.neral fund 
money for capital proiects (claS$rOOllLS, accessibility, ami :'t.,'It.~ C<Jdc 
projects). School districts must maintain local control in r~qard l0 

budget expenditure~. . 

The pending legislation (school funding/budgets) before th09 :l:'rrl 
Legi~lativ~ kssembly pl().ce~ C':aps on all 5egm~nT_s of the ,":1 <::h()ol ' ~ b\lrll'J~t. 

Therefore, it is may not be neces5ary ror rU::it.r"ictions tv Co? placod un 
general fund expenditure~. 

on(:.;, again, 1010 are opposed to restrit":-r.ions on general fund FI,xp+md i t\Jr~3. 

Thank you. 

K. W. MAki 

kmlls 
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