MINUTES

MONTANA SENATE
53rd LEGISLATURE - REGULAR SESSION

FREE CONFERENCE COMMITTEE ON SENATE BILL 667

Call to Order: By Chairman Tom Towe, on April 20, 1993, at 1:00
o’clock p.m.

ROLL CALL

Members Present:
Senator Tom Towe, Chairman, Senator Barry "Spook" Stang,
Senator Bob Brown, Rep. Bill Boharski, Rep. Ray Peck, Rep.
H. S. "Sonny" Hanson.

Members Excused: None.
Members Absent: None.

Staff Present:
Andrea L. Merrill, Legislative Council
Eddye McClure, Legislative Council
Bonnie Stark, Committee Secretary

Discussion:

Andrea Merrill, Legislative Council Staff, presented Exhibit
No. 1 to these minutes which are House Bill 667 Amendments by the
Senate Select Committee and Amendments made on the Senate Floor.

Chairman Towe opened the meeting by asking the House members
on this Committee which of the Senate amendments they might have
objection to. The suggestion was made to start down the list
(Exhibit ‘No. 1) and discuss each item. The item number and a
brief explanation is set out prior to discussion.

' DISCUSSION ON ITEM 1, EXHIBIT NO. 1: Required 3 years (not 5) to
reach BASE budget level. .

Rep. Boharski said he has a problem with number 1 on the
list, requiring three years, rather than five, to reach the BASE
budget level. Under the Senate plan, schools would equalize in
three years; under the House plan, they would equalize in five
years. He knows some money will be taken out of this bill, and
knows the Guaranteed Tax Base (GTB) level is going to go down.
He said there are a lot of schools still below 80%, and it
bothers him to go any faster than necessary in forcing districts
to spend more money than they are spending on education. A
district that might be at 65% may be content to be there, but
that doesn’t work in equalization. Why should the state force
them up that much? The only argument is to get out of the
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State’s equalization lawsuit problems. Testimony heard in the
House Select Committee said that five years was an adequate time
in which to bring these schools up, and it would keep the State
out of any legal problems. The down side is that it costs
approximately $2.2 million in State money to go from five years
to three years, and it forces local property taxes to raise
faster. Rep. Boharski said these are some compelling reasons for
him to not want to go to three years.

Senator Stang asked if the House is comfortable with the
caps. Rep. Boharski said they are.

Chairman Towe asked if the House is comfortable with 1(a),
(b), and (c). Ms. McClure said (c) would change to 20% if
equalization is to take place over five years; it would stay at
33 1/3% if it is to take place over three years.

Rep. Boharski said he needs to clarify the 104% mentioned in
1(a) and (b). He thinks the State shouldn’t force the schools to
grow more than 1/5 in five years in mandatory levies. The way HB
667 is drafted, it looks like it is mandatory, not permissive,
that a school grow the greater of the following three choices:
(a) 104% of previous year General Fund (GF) budget; (b) 104% of
previous year GF budget per-ANB (Average Number Belonging) x
current year’s ANB; or (c) (i) 33 1/3% of difference between GF
budget for School Fiscal Year (SFY) June 30, 1993 and BASE budget
for July 1, 1993; (ii) 50% of difference between GF budget for
SFY June 30, 1994 and BASE beginning July 1, 1994; or (iii)
remainder of difference between GF budget for SFY ending June 30,
1995 and BASE beginning July 1, 1995. Rep. Boharski said it was
always his understanding that it was mandatory to equalize in
five years, so in five years everybody will be at a certain
level. The way HB 667 is drafted, it is not mandatory to go 20%,
40%, 60%, 80%, 100%. It is mandatory that if 104% is greater
than 20%, a district has to go to that level. That is not a
local option. He doesn’t see any reason to force inflationary
increases on schools.

Chairman Towe asked Rep. Boharski if he is saying a school
shouldn’t be mandated to go the higher of 104% or 20%, whichever
is greater. Ms. Merrill said this wasn’t really the intent when
the amendments were added and could be corrected.

Chairman Towe said he does not hear any strong argument to
keep it at three years, and it wouldn’t cost the State or the
schools as much if this is changed to five years. Rep. Boharski
salid language needs to be inserted that calls for a mandatory 20%
each year for five years but makes it permissive to grow up to
104%. Ms. Merrill said the percentages would actually be 20%,
25%, 1/3 and 50%, and then the remaining balance. Rep. Boharski
will request an amendment be drafted for Committee consideration
and approval.

DISCUSSION ON ITEM 2, EXHIBIT NO. 1: Required voter approval to
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exceed the limitations below the 80% level, as just discussed.

Rep. Boharski said the House members have no objection to
this item, which is essentially Senator Brown'’s amendment.

Chairman Towe said "limitations" is plural and that would
mean that if Rep. Boharski’s last amendment is passed, so long as
a school is within one of those percentages, they don’t have to
have a vote, but if they want to exceed all of them, they would
have to have a vote. Rep. Boharski said that is correct.

DISCUSSION ON ITEM 3, EXHIBIT NO. 1: Removed "optional" vote
between BASE budget level and 90% level.

Chairman Towe said his recollection is that there is a
required vote at any time the 104% GF budget is exceeded in the
80% to 100% area. Rep. Boharski said there is some discussion
about not allowing a vote or budget growth beyond the 104%.
Chairman Towe asked for an explanation of the $2.5 million fiscal
note. Is that because some of the districts are expected to
exercise their vote and go higher than 104%, which will cost the
State some money in GTB aid? Curt Nichols, a member of the
Governor’s Budget Office, said there is no affect on the State
because there is no aid in the 80% to 100% area with item number
3. Chairman Towe said if those districts under 80% are
prohibited from going higher than their maximum, the State could
save some money because that would affect the GTB. Rep. Boharski
said this is correct.

DISCUSSION ON ITEM 4, EXHIBIT NO. 1: Froze district budget
growth above maximum 100% level.

- Chairman Towe said this item means that if school districts
are about 100%, they don’t have to ratchet down, but they are
frozen at that level and they cannot even go for an inflation
increase until the maximum catches up with them.

DISCUSSION ON ITEM 5, EXHIBIT NO. 1l: Voter approval for
districts above maximum not required for first 2 years.

Chairman Towe explained item 5 means that if a district has
a budget above the 100% level, they do not need voter permission
to keep it frozen.

DISCUSSION ON ITEM 6, EXHIBIT NO. 1l: Added "weighted" GTB aid
for GF budgets of eligible districts.

Rep. Boharski said he is concerned with what was exchanged
for weighted GTB in the Senate. There is a feeling that weighted
GTB hurts the big schools, and he doesn’t buy that argument.
Taking items number 6 and 7 together will have a significant
fiscal impact. He asked for a rough estimate on the fiscal
impact of number 7, moving the Stop/Loss or point at which the
per-ANB amount stops decreasing. The response was $7 million,
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rounded off. Rep. Boharski said there are some statistically
valid reasons to go to $800 for the high school ANB. The drop
from $2500 to $1000 for elementary schools is a substantial drop.
Rep. Peck said this will be a debatable item and he is sure there
is some disagreement on this item in the House. Chairman Towe
deferred further discussion on this item until a later meeting.

Rep. Boharski presented Exhibit No. 2 to these minutes. Jim
Gillett, Legislative Audit Committee, explained that this Exhibit
uses enrollments to compare the differences between a $1500 and
$1000 Stop/Loss in elementary schools, and the affects that might
have on the GTB level that is guaranteed. Rep. Boharski
explained the 4th sheet of Exhibit No. 2 is as HB 667 currently
exists with the weighted GTB. The third sheet is with the
weighted GTB taken off. Mr. Gillett said HB 667 now has a 191%
guaranteed mill value.

Mr. Gillett presented Exhibit No. 3 to these minutesg, which
is an analysis of each school district, showing how the 191%
State guarantee level, currently in HB 667, will affect each
school. Chairman Towe asked what the difference would be if the
weighted GTB were taken out of it. Mr. Gillett estimated the
guaranteed percentage would go down to 1.89. Chairman Towe asked
for an analysis showing non-weighted GTB, so a comparison can be
made. Senator Stang suggested not asking the staff to draft this
analysis until a decision is made on whether to pull out weighted
GTB. :

DISCUSSION ON ITEM 7, EXHIBIT NO. 1l: Changed Stop/Loss on per-
ANB entitlements.

Rep. Boharski asked if there is enough interest in this
Committee to have a comparison done between the $1500 and $1000
Stop/Loss. Senator Stang said the stop-loss amendments were his,
and they weren’t as much a trade for the weighted GTB as it
seems. He used information presented by Rep. Kadas at the
original hearing regarding the difference in the Stop/Loss and
regression line. At that time there was a pronounced reason to
drop down the high schools more than the elementary schools. The
weighted GTB had already been agreed upon by the Subcommittee
although there were some other areas they thought needed to be
fixed. The high schools at $800 brought them closer to the mid-
line on the regression analysis, and the same thing with the
elementary, at the $1000 level.

Chairman Towe said that the $800 and $1000 are independently
justifiable and they do ameliorate somewhat the concerns a lot of
people had about using this regression analysis as opposed to the
existing schedules. Senator Stang cautioned that if one is
interested in pure equalization, moving the Stop/Losses starts to
put us back where we are now. The more these are adjusted from
where they were in the original proposal, the further away from
equalization we get. The base entitlement amount is where the
regression model crosses. Chairman Towe said he is comfortable
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with the $800 and $1000, and asked if any other Committee member
wants to change the Stop/Loss points. Rep. Boharski said he
admits the $800 figure has some justifiable reasons; he doesn’t
think the $1000 is justified and $1500 is a safe figure looking
at the difference between the minimum-line and the maximum-line
of the regression analysis. Rep. Boharski would like the
Committee to reconsider these figures.

Rep. Boharski asked if there is a feeling that weighted GTB
ought to stay in the bill. Rep. Peck and Chairman Towe think it
should come out; Senators Stang and Brown think it should stay
in. :

Senator Stang asked if there are any members of the audience
who think this Committee needs any more information pertinent to
the weighted GTB and the way it affects the GF budget. This
Committee is looking for suggestions as to what to look at in
weighted GTB.

Tom Bilodeau, Montana Education Association (MEA), said he
thinks it is critical to have information on the allowable budget
growth available to districts and their percentage of the maximum
budget level, because now if the Stop/Losses are pushed up, the
larger districts will be pushed closer to the 100% level.

DISCUSSION ON ITEM 8, EXHIBIT NO. 1: Senate amendments resulted
in state guaranteed tax base level of 191%.

Chairman Towe said his first response to this item is that
it is obvious that this is going to be reduced, and for
comparison problems, the 191% is a number to start with.
However, this Committee may want to look at another number.
Senator Stang said he would like to see it at the proposed Senate
level versus the proposed House level, with some of the other
changes made. He thinks this will clearly show the affect on
property taxes that not putting money into this bill will
produce. He would like to see comparisons with the Senate
amendments and the amount of money the House put in. The Senate
level is 191%; the House level would be considerably less. At
the present time, the current Legislative Fiscal Analyst’'s (LFA)
number is $7.053 million in net cuts needed to balance the State
budget. Senator Stang asked what total net cuts of $40 million
would mean. Mr. Gillett asked that Curt Nichols be available to
help him with computing these numbers, since he has been doing
all the fiscal note information.

DISCUSSION ON ITEM 11, EXHIBIT NO. 1l: Based ANB Count on an
average enrollment count.

Rep. Boharski asked to discuss item 11 next, and said he
thinks budget figures should be provided for this item. When the
State switches to enrollment, this basically says a district
would receive more money than it cost the school to educate their
students. This forces another property tax increase on the local
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taxpayers. Looking at the budget authority as the bill left the
House, the Stop/Losses on the high school gave them more budget
authority, and switching to enrollment gives them even more
budget authority. Every time the State increases budget
authority, it has to be paid for--by increased property taxes and
decreased GTB. This seems to Rep. Boharski to be a bad time to
switch to enrollment.

Chairman Towe asked what the cost difference is between the
ANB count and the enrollment count. Ms. McClure said this is
7,100 students. Greg Groepper, OPI, responded that when HB 667
was 1in the Select Committee in the House, that Committee asked
OPI if there were ways to make it easier to implement on July 1.
In order to start July 1 under current law, OPI loocks at the fall
of the current school year and the spring of the year before for
a count of students. However, school districts are allowed to
anticipate enrollment increases and ask for budget amendments.
If the school funding system is completely changed, then schools
will say they want to get counted most accurately under the new
school funding system and they will come in for a bunch of budget
amendments. What OPI is trying to avoid was the work of
processing a bunch of amendments because the bill, as currently
constructed, has nothing to prevent school districts from asking
for a budget amendment enrollment increase that the State would
have to pay for anyway. In OPI’'s judgment, what Rep. Boharski is
talking about in going back to the old system, all schools who
have increasing enrollments will ask for budget amendments and
all but 6% will have to be paid for under current law. In going
to the most recent enrollment, a lot of paperwork will be
avoided.

Chairman Towe asked what the 6% is. Mr. Groepper explained
that right now a school can’t ask for a budget increase because
of increased enrollments unless that enrollment has increased by
at least 6%. For instance, a little school district that has 100
kids can ask for a budget amendment if they get over 6 new kids.
Of the 7,000 enrollment increase being projected by OPI, the
State wouldn’t pay for 6% of it if the Committee does what Rep.
Boharski is talking about; the State would pay for all of it if
they go to the more current enrollment, plus it would save the
school districts the confusion of trying to figure out if they
should do a budget amendment or not. Mr. Groepper said seems
like there is enough confusion in changing the process that the
Committee might as well go to the current enrollment. The lag-
enrollment figure has only been around since HB 28.

Mr. Groepper explained what OPI will use to implement this
bill, the way HB 667 is currently written. They will loock at the
enrollment count that school districts took last October, and
that will be what this Committee will refer to as their ANB. For
instance, if a school had an enrollment count on October 1st of
2,000, that is what OPI will use to derive their budget figure as
opposed to looking at ANB taken over six months of this year and
six months of the prior year.
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Senator Stang asked Mr. Groepper to further clarify some
information. The fiscal note for moving the enrollment up is
approximately $5 million per year. The Senator asked if the
amendment is not adopted, would the State only save 6% of the $5
million, or is the $5 million the 6% figure. Mr. Groepper said
he is not sure where the $5 million figure came from. There is a
presumption that if the older enrollment is used, no one would
come in for a budget amendment and OPI would not have to pay any
increased enrollment, but that is a false assumption. He said
there is nothing in HB 667 that changes how the State has to pay
for school districts who come in for increased enrollment. The
only impact OPI can figure is 6% of the increased enrollment
would not have to be paid if what Rep. Boharski is talking about
is done.

Senator Stang asked Curt Nichols this same question. Mr.
Nichols said they didn’t assume that there would be any budget
amendments or any net affect of budget amendments. The 6%
threshold is a large growth and locks out almost all the schools.
He said we are talking about less than 2,000 students in the
difference between either one of these accounting methods, and 6%
is roughly 9,000 students. There can still be budget amendments
using the new enrollment technique. Rep. Peck asked if what he
is saying is that the 7,200 figure in increased students may
distribute itself amongst the schools so that many schools would
not make that trigger level of 6%. Mr. Nichols said this is
correct. Rep. Boharski said many schools in his area are having
rapid growth, and he thinks that problem was mitigated when going
to the 104% per ANB. That cap really helps those schools out.

Chairman Towe asked if Mr. Nichols did not take into
consideration any budget amendments. Mr. Nichols said this is
correct; they did not consider any budget amendments. Chairman
Towe said that to the extent there will be budget amendments,
that would be a reduction down from the $5 million. Mr. Nichols
said the net affect of budget amendments needs to be reviewed.
To the extent there will be budget amendments, that would not
exist under the new program, because budget amendments could
still be added in 1995 under the new program.

Mr. Groepper said OPI had about 120 budget amendments this
year and their financial people say approximately 85% of those
are enrollment increases when OPI has to pay some money because
it is over 6%. It doesn’'t take many new students to reach 6% in
smaller school districts. Mr. Groepper will provide information
on the total dollars paid out in the 85%, and the total ANB
involved.

Chairman Towe suggested that for the print-out information
requested by this Committee, the various departments should use
the current Senate version of HB 667.

DISCUSSION ON ITEM 9, EXHIBIT NO. 1l: Created parallel system for
funding special education.
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Rep. Boharski asked for an explanation of item 9. Dori
Nielsen, OPI, explained the language in item 9 should read that
GTB is only for the 25%. Translated, that will go back to a
calculation that would be about 40% of the dollars that a
district gets from the State would also be available for GTB aid.
If done at a same level, the 65% represents about the amount that
is distributed to districts in allowable costs; the 25%
represents about the amount that they spend right now out of
their local funds for special education purposes, which is in the
range of $12 million.

Chairman Towe asked what the 10% left over is. Ms. Nielsen
said that is for those districts that are in a position where
they are going to have to go higher than that for special ed
because they are not in a reimbursement mode that particular
year. This is not something that schools have to access every
year. By the second year of the biennium, the 25% of GTB stays
for costs; the 10% is the special education range that they
would have available on their own local tax base, after the GTE,
if they have to go that much. The 40% comes in as follows: 65%
of 40% is equal to 25% of 100%.

Rep. Boharski asked if that is how the Budget Office
understands HB 667 to be drafted. Mr. Nichols said as the bill
is drafted, $75,000 is allowable costs, 40% more is added on for
GTB, which would be $30,000. Then 10% more is added on to the
budget maximum per caps, which would be about $115,000 with the
budget cap. '

Rep. Boharski said there is confusion on HB 667 and what has
just been discussed. The Interim Committee said a district would
get $75,000 in State aid, they have to raise $25,000 on the local
level in order to get it, which is mandatory. Then they have
budget authority for another $10,000 unsubsidized. Ms. Nielsen
explained that additional 10% is subsidized currently. If you
take away access to that additional 10% that is subsidized
currently, you are reducing what they have access to currently.
They do not have access to 25%; they have access to 35%
currently. Rep. Boharski said his understanding was that the
last 10% was pure local effort, permissive, but not subsidized.
He asked if this is Mr. Nichols’ interpretation. Mr. Nichols
said the way the bill reads, 40% of the allowable cost is GTB
subsidized. In the case of $75,000, that is another $30,000 that
is subsidized. 1In total, there is 53% that’s added on to that
allowable cost to get the maximum, which adds another $10,000.

Chairman Towe asked what happens if a particular district
wants to spend more than the 65% which is allowable, the 25%
which is a GTB match, and the 10% which is local effort over and
above those. Are they maxed at that point? Ms. Nielsen said if
they need to, or want to, spend more, they will have to do it
within the other limitations, using other funds. Depending on
the reason for it, they might be dealing in a budget amendment
issue.
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DISCUSSION ON ITEM 10, EXHIBIT NO. 1l: Amended Senate version of
SB 32 (GTB aid for debt service fund).

Rep. Hanson said this Committee needs to decide whether SB
32 is included in HB 667 or not. SB 32 is still in Conference
Committee. Ms. McClure said SB 32 is in HB 667, and it exists on
its own, as well, in different versions. Rep. Hanson said the
basic difference in the Senate version of SB 32 and the House
version of SB 32 is that the Senate believes that the State
should subsidize those that create debt through bonding. The
House version says "no", they want a true equalization bill that
should be an entitlement, and the monies a district receives on
an annual basis would go into a building fund that can accumulate
if there is no debt created. SB 32 also has three methods in
which to enter into a debt service or an entitlement condition.
One is through the construction of a new building for emergency
conditions. Second, construction for health and safety reasons,
such as asbestos problems. This includes the ADA program the
Federal government recently passed. The third way addresses
accreditation problems. The House felt it should be an
entitlement basis rather than debt service for expansion of
school facilities. Entitlement means cash on the barrel head
every year. Whether a district is building a building or not,
they can accumulate it and use it for capital investment. This
would be the same arrangement as a GTB-type subsidy. Rep.
Boharski added that whether or not a district levies the mills,
they can have this money. Everybody receives it; however, the
drawback is that it is only funded at 10%. Rep. Hanson continued
by explaining the small schools need this money for such expenses
as to replace their oil tank or asbestos removal. The question
is should the State subsidize debt service for a school district,
as against giving them all the money for capital expenditures?
His caucus would prefer the entitlement route at this time in
that true equalization means all districts entitled under the GTB
base would receive monies.

Senator Stang said the flaw he sees in this approach is that
some of the school districts, i.e. Whitehall, that have passed a
bond issue will have a tough time building under the scenario as
described by Rep. Hanson. SB 32 was created to address the
bonding issue. He would rather see the bill restored to the
condition it left the Senate. It appears to him that money is
given to districts who may not need the money and the original
intent of the bill was to take care of the bonding for people who
do need it.

Rep. Hanson rebutted by saying he has run this concept past
Mae Nan Ellingson, bonding counsel, and she agreed with the
concept. He said that as far as allowing the districts to sell
the bonds, both bills will accomplish that. The big difference
is should the State subsidize debt service for a district, or
should they try to equalize expenditures within all districts.
He feels very strongly that the small districts are the ones who
will need this money. They have not been able to make changes to
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correct health, safety and accreditation problems.

Chairman Towe asked if the debt service would take care of
these small districts. Rep. Hanson responded, "Not unless they
sell bonds, and they can’t sell bonds". Chairman Towe asked for
numbers to compare on the two issues. Rep. Hanson suggested
taking this issue out of this bill and going with SB 32 on this
problem.

Senator Stang said there was clear agreement when SB 32 left
the Senate that it would take care of all the problems that were
out there, and the House amendments seem unnecessary at this
point in time. The fear of the districts is that this Committes
will play around, not agree on SB 32, and HB 667 will die. If
that is the only amendment that this Committee cannot agree on,
then the House needs to decide if they want to kill HB 667 on
that basis. However, to Senator Stang, the bonding issue is more
important than HB 667. That could bring the Legislature back
into Special Session faster than anything, in his opinion.

Sen. Mignon Waterman, Senate District 22, added that there
is a compromise proposal that has been developed and is being
bantered around for possibly solving the deadlock on SB 32. She
offered to discuss this with the Committee for its consideratiom.
She said one of the problems the Senate Conference Committee had
with SB 32 is that a large number of districts will get only $10
or less per year and would have to save up for a decade to
replace a window. It may be a good concept, but if it is only
funded with $2 million, there is simply not enough money to give
to every school district in the State. The Senate members
believe that it is important to target the money to those
districts that are actually bonding. She personally believes
that all districts that have had bonds in the past, or in the
future, should be funded. In conclusion, Sen. Waterman said if
the money is limited to the approximately $2 million figure in
the bill, she thinks it needs to be targeted, as in SB 32.

Pat Melby, Underfunded Schools Coalition, said their
organization has worked up some figures on this issue and will
make them available to the Committee. These are numbers showing
how the money will be distributed under the House version of SB
32. This will show which school districts are contemplated to
receive bonding funds under SB 32.

DISCUSSION ON ITEM 12, EXHIBIT NO. 1: Allowed districts
receiving Public Law 81-874 (PL874) Funds to transfer from the
new impact aid fund to the general fund.

Chairman Towe said this item complies with Federal require-
ments on the use of Indian impact aid. Rep. Boharski said the
House does not have a problem with this item, except he is not
sure if HB 667 is clear on an issue that is directly related to
this. That is, since allowing districts to pile their PL874
Funds on top of their budget caps, the way HB 667 came out of the
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House, the fiscal note was incorrect. The question is, should
the base for an PL874 District be a budget without PL874 funds in
it, or with PL874 funds in it. There are a lot of districts
showing a high base because they get the PL874 Funds. Rep.
Boharski sees the question as being where to start those
districts.

Chairman Towe asked if he is talking about districts below
80% or those above 80%, or both. Rep. Boharski said it would be
both. He is more concerned about those below the 80% and whether
they can add 4% of their budget, plus use PL874 Funds. We will
have to subsidize that.

Curt Nichols explained that the cost problem relates less to
the fact that PL874 Funds can be used in the General Fund budget;
the problem relates to the transition from ’'93 to ’'94. 1In HB
667, as it is written, the budget for determining the caps and
limits in 94 is the ’'93 budget in total. There are a number of
districts whose ’93 budget in total exceeds 80%, but after
pulling their PL874 Funds out and moving them to a separate fund,
their budget would be below 80% and they would be phasing up to
80%. The way the law reads now, that district would have to go
at least to 80%; they could not fall in that range below, and
therefore, they will face increased levies and the State will
face increased GTB because the transition has not been addressed.

Chairman Towe asked if this is the present version of HB 667
as amended by the Senate. Mr. Nichols replied this is correct--
the way the bill is drafted now.

Chairman Towe asked what is being suggested. Mr. Nichols
explained it would segregate the ‘93 budget into a portion that
was PL874 Funds, and a portion that was base budget; the new
base would drive the caps and limits. Chairman Towe asked if a
district would take the base, without PL874 Funds, then determine
whether it meets the 80% rule. Mr. Nichols said this is correct.
The estimate on the savings is approximately $3.5 million.

DISCUSSION ON ITEM 13, EXHIBIT NO. 1l: Removed House "Wanzenried"
amendment.

Rep. Boharski said the House members have no problem with
this item.

DISCUSSION ON ITEM 14, EXHIBIT NO. 1l: Replaced monthly 8% SEA
payment with 10% payment.

Rep. Boharski asked a question of anyone from the LFA or
Budget Office if this item would impact the State’s cash flow.
Mr. Nichols said this is a compromise amendment that works out
very well for the State.

DISCUSSION ON ITEM 15, EXHIBIT NO. 1: Allowed a school of a
district more than 20 miles from another school in that district
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to receive separate basic entitlement.

Rep. Boharski said there has been some discussion of
possibly allowing schools currently receiving multiple building
payments to perhaps receive 50% of the base entitlement for a
second building. This would give them a two-year chance to know
this new system. Rep. Boharski asked about the possibility of
giving a base entitlement to every district now, for multiple
buildings in ’93, ’94, and ’'95. Madalyn Quinlan, OPI, said she
cannot give a price tag for this, but there are 30 school
districts now who have multiple buildings (one school in a
district that is more than three miles from another school in the
district funded as a separate budget unit.) Some districts are
funded for school buildings that are closer than that, but OPI is
phasing that out over a period of time as per a 1989 law. School
buildings that are more than three miles apart are funded as
separate budget units. HB 667 is written that two school
buildings within the same district would have to be 20 miles
apart before they would be funded for a separate budget. Ms.
Quinlan said there is a school district in Custer County, for
instance, with a total of 16 children in the school district who
are in three different schools. Those schools are between 12 and
20 miles apart over gravel roads. Those schools probably need to
continue to exist, and if they are going to exist, they will each
need a teacher. That is the justification for providing funding
to those schools as if they were each a school district.

DISCUSSION ON ITEM 16, EXHIBIT NO. 1: Added interim study of
non-levy revenue.

Rep. Peck said he thinks the options in the bill for
creating a study committee are kind of wild and he would like to
zero it down a little better.

DISCUSSION ON ITEM 17, EXHIBIT NO. 1l1: Appropriated $400,000 to
OPI for implementation.

Chairman Towe said it i1s his understanding the $400,000
needs to be appropriated to OPI for implementation in order to
get the changes in the computer system for the payments to get
out on time. Rep. Hanson said his only problem with this item is
the size of it. He would like to see money there, but he
questions whether the amount can be justified. Greg Groepper
said this is a line item appropriation; they can only spend it
for necessary expenses to implement the provisions of the Act.
OPI wouldn’t have any problem coming before the Finance
Committee, if that is appropriate, and let them know where the
money is spent. OPI couldn’t find enough qualified staff to hire
them and get the GTB payments out in November. Because schools
are getting less money under this bill, it is important that they
get their GTB payment in November, which is from $40 million to
over $100 million. OPI called the big eight accounting firms for
staff they could bring in to do the programming in order make the
GTB base component work. OPI also realized they have a special
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ed component that needs to be on line for school district
budgeting for school year ’'95. OPI would also have to do GTB
capital outlay, and he assumes this will have to be done as early
as November. The accounting firms gave a ceiling price to OPI,
and it is OPI's intention to bid the work out. If the bid comes
in lower, the money will revert. He doesn’t think the $400,000
is an unreasonable figure.

Senator Stang said Mr. Groepper is correct; the way the
amendment is written, the money reverts back if it is not spent.
The bids they have asked for have come in with the highest bid at
the $400,000 figure, with the lowest bid around $300,000. The
bids were asked for prior to the special ed and capital outlay.
He said this is a whole re-write of almost every educational law
and every program in their system.

DISCUSSION ON ITEM 18, EXHIBIT NO. 1: Provided moratorium on
allowing a district to create a new school district out of the
territory of an existing district.

Chairman Towe said this is the Waterman amendment, and its
purpose is to avoid splitting up schools to get more base
entitlement and per ANB money. '

DISCUSSION ON ITEM 19, EXHIBIT NO. 1: Required any OPI audit to
be done by contract rather than Office of Legislative Auditor.

Rep. Boharski and Senator Stang said there will be some
compromise language available on this item which will be
presented at a later meeting.

DISCUSSION ON ITEM 20, EXHIBIT NO. 1: Act is void if SB 436 (the.
Realty Transfer Tax bill) is not passed and approved.

MOTION:
Rep. Boharski moved to strike this item.

SUMMARY :

Chairman Towe summarized this meeting by saying this
Committee will discuss 5 years versus 3 years in Item No. 1.
They will also further discuss Items 6, 7, 8, 10, and 20. Items
numbered 11, 12, 15, 16, and 19 are open for further discussion.

Chairman Towe did not recognize the motion so that no action
was taken on Rep. Boharski’s motion at this time.

There was a suggestion to add three groups to the non-levy
study (Item 16). They are the Montana Federation of Teachers,

the Montana Association of Business Officials, and the Montana
Rural Education Association.

Curt Nichols said the General Fund appropriation should be

930420SF.667
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added. Madalyn Quinlan explained that SB 378, by Senator
Grosfield, de-earmarks the State Equalization Aid Account, so
there will be $130 million to $150 million less deposited into
that account each year. There will need to be a General Fund
appropriation put on HB 667 so all those costs are programmed.
Chairman Towe said this General Fund appropriation would be added
as Item 21.

Rep. Hanson asked the staff if there is anything they
consider to be minor in the amendments to HB 667 that is not
included on this list. Ms. McClure said that because this bill
was amended so fast, they have not had a chance to read it
thoroughly to find technical oversights. They are in the process
of doing that now. The Legislative Council will also have to be
allowed to coordinate this with whatever other bills are passed.

Chairman Towe asked if there is anything else to be
discussed by this Committee that is not included in the 21 items.

Senator Waterman said a concern was brought to her attention
by the Lame Deer School District regarding creation of new school
districts under her Senate floor amendment. Ms. McClure said
that is already taken care of, and to make certain, they will add
a subsection to make it clear.

ADJOURNMENT

Adjournment: The meeting adjourned at 5:00 p.m.

%{Qﬁ;
jz TO TOWE, Ch ir

BONNIE® STARK, Secretary

TT/bjs
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HOUSE BILL 667 (ORANGE REFERENCE COPY)
AMENDMENTS BY SENATE SELECT COMMITTEE AND
| SENATE FLOOR
Required 3 years (not 5) to reach BASE budget level (80% level), by the
greater of the following limitations: '
(a) 104% of previous year GF budget;
(b} 104% of previous year GF budget per-ANB x current year’s ANB; or
(c)ti) 33 1/3% of range between GF budget for
SFY June 30, 1993 and BASE budget for July 1, 1993;
(i) 50% of range between GF budget for SFY June 30, 1994
and BASE beginning July 1, 1994; or
(iii) remainder of range between GF budget for SFY ending June 30,1995
and BASE beginning July 1, 1995 |

Required voter approval to exceed limitations below 80%
Removed "optional"” vote between BASE budget level and 90% level but
retained voter approval to exceed following limitations in 80% to 100%
level: |
(a) 104% of previous year GF budget; or
(b) 104% of previous year GF budget per ANB x current year’s ANB
Froze district budget growth above maximum level (100%) until the
maximum GF budget for the district is reached.
Voter approval for districts above maximum not required for first 2 years
Added "weighted" GTB for GF budgets of eligible districts. Replaces per mill
per ANB method with a ratio that compares the district taxable value to
40% of the district’s maximum GF budget.
Changed Stop/Loss on per-ANB entitlements:
Lowered High school and junior high stop/loss from 1000 to 800
Lowered Elementary school stop/loss from 2,500 to 1,000
Senate amendments resulted in state guaranteed tax base level of 191%

{(May be 168%-170%, if $30 million in Senate changes are not funded.)
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Created parallel system for funding special education with GTB for 25%,

10% local effort, and 65% from allowable cost payments. Coordinates with

. SB 348 (Halligan)
. Amended in Senate version of SB 32 (GTB aid for debt service fund).

Changed effective date to passage and approval so districts can seek voter
and OPI approval in preparation for debt service equalization.

Based ANB Count on an average enroliment count for October 1 and
February 1 of the previous year

Allowed districts receiving 874 funds to transfer from new impact aid fund
to general fund to offset portion of district mills for BASE budget levy below
80%, with state paying GTB (complies with federal requirements). Districts
using 874 funds for BASE levy support must levy a minimum tax effort
based on least prior year statewide average BASE budget levy.

Removed House "Wanzenried" amendment limiting districts’ administrative
expenses to 95% of 2-year average.

Replaced monthly 8% SEA payment with a 10% payment to avoid district
cashflow problems

Allowed a school of district that is more than 20 miles from another school
of a district to receive separate basic entitlement

Added interim study of nonlevy revenue

Appropriated $400,000 to OPI for implementation

Provided moratorium on allow a district to create a new school district out of
the territory of an existing district

Required any OPI audit to be done by contract rather than Office of the
Legislative Auditor |

Act is void if Senate Bill No. 436 (realty transfer tax) is not passed and

approved.



QFF!CE OF THE LEGISLATIVE AUDITOR

AT THE REQUEST OF REPRESENTATIVE BOHARSKI

3CHOOL FUNDING ANALYSIS

P ECIAL ED ANB NOT INCLUDED BUT, SPECIAL ED COSTS INCLUDED IN BUDGETS

LISTING OF SPREADSHEET DATA ELEMENT ASSUMPTIONS

20— Apr—93
01:16 PM

NOT INTENDED TO REFLECT CURRENT HB 667;
CALCULATIONS USE ENROLLMENT.

8 ASE ENTITLEMENT
PER STUDENT ALLOCATION

. ’ER STUDENT REDUCTION FACTOR

W3TATE SUPPORT PERCENTAGE — BASE
GUARANTEE PERCENTAGE — BASE

- JNSUBSIDIZED PERCENTAGE — BASE

wSTATE SUPPORT PERCENTAGE - PER STUDENT
GUARANTEE PERCENTAGE — PER STUDENT

. 'JNSUBSIDIZED PERCENTAGE — PER STUDENT

. MILL GUARANTEE PERCENT OF CURRENT

'GUARANTEED MILL VALUE

 REQUIRED LOW SPENDER GROWTH

. 3EQUIRED HIGH SPENDER REDUCTION

W STIMATED DISTRICT BUDGET GROWTH
MAXIMUM PER STUDENT REDUCTION ANB

$583,871,647
$604,864,961
$20,993,315

iinCURRENT FY 93 GF BUDGETS
TOTAL SIMULATED GF BUDGETS
~ DIFFERENCE IN GF BUDGETS

$412,556,406
$398,481,772
($14,074,634)
91.73%

$298,058,452
- NON LEVY REVENUE TOGGLE SWITCH — KADAS
w({ = TO STATE, 0 = TO DISTRICTS)

NONLVY REV PORTION ACT OR BUDG — KADAS
(1 = ACTUAL, 0 = BUDGET)
[

SPEC ED ANB TOGGLE SWITCH

(1 = INCLUDED, 0. = NOT INCLUDED)

i“‘OLD STATE SUPPORT

- NEW STATE SUPPORT

;-STATE SUPPORT DIFFERENCE
STATE EQUALIZATION %

-
REGRESSION MULTIPLIER

. BUDGO93/ACT92 NONLVY TOGGLE — BOHARSKI
(1 = ACTUAL, 0 = BUDGET)

. 5MILL TOGGLE - PECK
™ (1 = 5 MILLS ADDED, 0 = NO 5 MILLS)

WEIGHTED GTB TOGGLE ~ STANG

- (1 = WEIGHTED GTB SYSTEM, 0 = CURRENT SYSTEM)

PAGE 1

$18,000
$3,500
$0.20

1.78/1.21=

1500

$13,255,265

($13,900,558)

$100,428,320
0

0

ELEMENTARY HIGH SCHOOL

$200,000
$4,900
$0.50
40.00%
40.00%
20.00%
40.00%
40.00%
20.00%
147%

20.00%
0.00%

4.00%
800

$7,738,050

($174,076)

-
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. OFFICE OF THE LEGISLATIVE AUDITOR
AT THE REQUEST OF REPRESENTATIVE BOHARSKI

- SCHOOL FUNDING ANALYSIS

- SPECIAL ED ANB NOT INCLUDED BUT, SPECIAL ED COSTS INCLUDED IN BUDGETS
LISTING OF SPREADSHEET DATA ELEMENT ASSUMPTIONS

20-Apr—-93
01:20 PM

NOT INTENDED TO REFLECT CURRENT HB 667;
CALCULATIONS USE ENROLLMENT.

ELEMENTARY HIGH SCHOOL

91.33%
$298,058,452
NON LEVY REVENUE TOGGLE SWITCH — KADAS
(1 = TO STATE, 0 = TO DISTRICTS)

NONLVY REV PORTION ACT OR BUDG — KADAS
(1 = ACTUAL, 0 = BUDGET)

STATE EQUALIZATION %

- SPEC ED ANB TOGGLE SWITCH
(1 = INCLUDED, 0 = NOT INCLUDED)

REGRESSION MULTIPLIER

BUDG93/ACT92 NONLVY TOGGLE — BOHARSKI
(1 = ACTUAL, 0 = BUDGET)

5 MILL TOGGLE - PECK
(1 = 5 MILLS ADDED, 0 = NO 5 MILLS)

WEIGHTED GTB TOGGLE - STANG

(1 = WEIGHTED GTB SYSTEM, 0 = CURRENT SYSTEM)

PAGE 1

$100,470,147
0

0

- BASE ENTITLEMENT $18,000 $200,000
PER STUDENT ALLOCATION $3,500 $4,900
" PER STUDENT REDUCTION FACTOR $0.20 $0.50
- STATE SUPPORT PERCENTAGE - BASE 40.00%
. GUARANTEE PERCENTAGE - BASE 40.00%
UNSUBSIDIZED PERCENTAGE - BASE 20.00%
~ STATE SUPPORT PERCENTAGE - PER STUDENT 40.00%
- GUARANTEE PERCENTAGE - PER STUDENT 40.00%
UNSUBSIDIZED PERCENTAGE — PER STUDENT 20.00%
MILL GUARANTEE PERCENT OF CURRENT 1.76/1.21= 145%
'GUARANTEED MILL VALUE
REQUIRED LOW SPENDER GROWTH 20.00%
. REQUIRED HIGH SPENDER REDUCTION 0.00%
~ ESTIMATED DISTRICT BUDGET GROWTH 4.00%
.~ MAXIMUM PER STUDENT REDUCTION ANB 1500 800
- CURRENT FY 93 GF BUDGETS $583,871,647
TOTAL SIMULATED GF BUDGETS $604,864,961
- DIFFERENCE IN GF BUDGETS $20,993,315 $13,255,265 $7,738,050
OLD STATE SUPPORT $412,556,406
- NEW STATE SUPPORT $398,528,599 g
STATE SUPPORT DIFFERENCE ($14,027,807)  ($14,007,803) ($20,003)
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w OFFICE OF THE LEGISLATIVE AUDITOR

AT THE REQUEST OF REPRESENTATIVE BOHARSKI Z/-20-93
. SCHOOL FUNDING ANALYSIS
. SPECIAL ED ANB NOT INCLUDED BUT, SPECIAL ED COSTS INCLUDED IN BUDGETS HB-GCT

LISTING OF SPREADSHEET DATA ELEMENT ASSUMPTIONS

20-Apr—93 NOT INTENDED TO REFLECT CURRENT HB 667;
01:20 PM CALCULATIONS USE ENROLLMENT.
; ELEMENTARY HIGH SCHOOL
& BASE ENTITLEMENT $18,000 $200,000
PER STUDENT ALLOCATION $3,500 S $4,900
* PER STUDENT REDUCTION FACTOR $0.20 $0.50
4 STATE SUPPORT PERCENTAGE - BASE 40.00%
" GUARANTEE PERCENTAGE — BASE 40.00%
. UNSUBSIDIZED PERCENTAGE — BASE 20.00%
" STATE SUPPORT PERCENTAGE - PER STUDENT 40.00%
GUARANTEE PERCENTAGE - PER STUDENT 40.00%
UNSUBSIDIZED PERCENTAGE — PER STUDENT 20.00%
" MILL GUARANTEE PERCENT OF CURRENT 1 1.73/1.21= 143%
&  'GUARANTEED MILL VALUE
REQUIRED LOW SPENDER GROWTH 20.00%
 REQUIRED HIGH SPENDER REDUCTION 0.00%
s ESTIMATED DISTRICT BUDGET GROWTH 4.00%
MAXIMUM PER STUDENT REDUCTION ANB 1000 800
& CURRENT FY 93 GF BUDGETS $583,871,647
TOTAL SIMULATED GF BUDGETS $605,024,711
DIFFERENCE IN GF BUDGETS $21,153,065 $13,415,015 $7,738,050
“ OLD STATE SUPPORT $412,556,406
NEW STATE SUPPORT $398,334,054
. STATE SUPPORT DIFFERENCE ($14,222,352)  ($13,700,273) ($522,079)
& STATE EQUALIZATION % 91.51%
$298,967,059 $99,366,995
_ NON LEVY REVENUE TOGGLE SWITCH — KADAS 0
s (1 = TO STATE, 0 = TO DISTRICTS)
NONLVY REV PORTION ACT OR BUDG — KADAS 0
(1 = ACTUAL, 0 = BUDGET)
.
SPEC ED ANB TOGGLE SWITCH 0
- (1 = INCLUDED, 0 = NOT INCLUDED)
™ REGRESSION MULTIPLIER 1
. BUDG93/ACT92 NONLVY TOGGLE — BOHARSKI 1

™ (1 = ACTUAL, 0 = BUDGET)

. 5MILL TOGGLE - PECK : 0
W (1 = 5 MILLS ADDED, 0 = NO 5§ MILLS)

. WEIGHTED GTB TOGGLE ~ STANG :
s (1 = WEIGHTED GTB SYSTEM, 0 = CURRENT SYSTEM)

PAGE 1



OFFICE OF THE LEGISLATIVE AUDITOR
AT THE REQUEST OF REPRESENTATIVE BOHARSKI

SCHOOL FUNDING ANALYSIS

SPECIAL ED ANB NOT INCLUDED BUT, SPECIAL ED COSTS INCLUDED IN BUDGETS
LISTING OF SPREADSHEET DATA ELEMENT ASSUMPTIONS

20— Apr—93
01:21 PM

NOT INTENDED TO REFLECT CURRENT HB 667;
CALCULATIONS USE ENROLLMENT.

ELEMENTARY HIGH SCHOOL

BASE ENTITLEMENT $18,000 $200,000
PER STUDENT ALLOCATION , $3,500 $4,900
PER STUDENT REDUCTION FACTOR , $0.20 $0.50
STATE SUPPORT PERCENTAGE — BASE 40.00%
GUARANTEE PERCENTAGE — BASE 40.00%
UNSUBSIDIZED PERCENTAGE — BASE 20.00%
STATE SUPPORT PERCENTAGE — PER STUDENT 40.00%
GUARANTEE PERCENTAGE — PER STUDENT 40.00%
UNSUBSIDIZED PERCENTAGE — PER STUDENT 20.00%
MILL GUARANTEE PERCENT OF CURRENT 1.75/1.21= . 145%
'GUARANTEED MILL VALUE

REQUIRED LOW SPENDER GROWTH 20.00%
REQUIRED HIGH SPENDER REDUCTION 0.00%
ESTIMATED DISTRICT BUDGET GROWTH 4.00%
MAXIMUM PER STUDENT REDUCTION ANB . 1000 800
CURRENT FY 93 GF BUDGETS $583,871,647

TOTAL SIMULATED GF BUDGETS $605,024,711

DIFFERENCE IN GF BUDGETS $21,153,065  $13,415,015 $7,738,050
OLD STATE SUPPORT $412,556,406

NEW STATE SUPPORT $398,323,608

STATE SUPPORT DIFFERENCE ($14,232,797)  ($13,518,107) ($714,691)

STATE EQUALIZATION %

91.92%
$298,967,059 $99,356,550

\
NON LEVY REVENUE TOGGLE SWITCH — KADAS 0
(1 = TO STATE, 0 = TO DISTRICTS) '
NONLVY REV PORTION ACT OR BUDG -~ KADAS 0

(1 = ACTUAL, 0 = BUDGET)

SPEC ED ANB TOGGLE SWITCH

(1 = INCLUDED, 0 = NOT INCLUDED)

REGRESSION MULTIPLIER

BUDG93/ACT92 NONLVY TOGGLE — BOHARSKI 1
(1 = ACTUAL, 0 = BUDGET)

5 MILL TOGGLE ~ PECK 0
(1 = 5 MILLS ADDED, 0 = NO 5 MILLS)

WEIGHTED GTB TOGGLE — STANG | 1

(1 = WEIGHTED GTB SYSTEM, 0 = CURRENT SYSTEM)

PAGE 1



YFFICE OF THE LEGISLATIVE AUDITOR
\T THE REQUEST OF REPRESENTATIVE FAGG
SE'HOOL FUNDING ANALYSIS
SPECIAL ED ANB NOT INCLUDED BUT, SPECIAL ED COSTS INCLUDED IN BUDGETS

LK, TING OF SPREADSHEET DATA ELEMENT ASSUMPTIONS _ i - [’wmy
F A G110.WK1 el TAKAT .
19-Apr-93 RHIET HO_ :
© 12:10 PM . DATE %. oo 73 -
- ’ =
ELEMENTARY HIGH SCHoOL "' MO__ ,U/ﬁ & 67 -
B{ 3E ENTITLEMENT ] $18,000 $200,000
P@ STUDENT ALLOCATION $3,500 $4,900
PER STUDENT REDUCTION FACTOR $0.20 $0.50
STATE SUPPORT PERCENTAGE — BASE 40.00%
. ARANTEE PERCENTAGE - BASE ‘ 40.00%
SUBSIDIZED PERCENTAGE — BASE 20.00%
STATE SUPPORT PERCENTAGE — PER STUDENT 40.00%
G ARANTEE PERCENTAGE - PER STUDENT . _  40.00%
UMISUBSIDIZED PERCENTAGE — PER STUDENT ' 20.00%
MILL GUARANTEE PERCENT OF CURRENT 1.91/1.21= 158%
. 'GUARANTEED MILL VALUE
RWQUIRED LOW SPENDER GROWTH 33.33%
REQUIRED HIGH SPENDER REDUCTION 0.00%
E! TIMATED DISTRICT BUDGET GROWTH 4.00%
M XIMUM PER STUDENT REDUCTION ANB 1000 800
> 'RRENT FY 93 GF BUDGETS '$612,288,982
TéETAL SIMULATED GF BUDGETS $634,000,732
ZIFFERENCE IN GF BUDGETS $21,711,750 $13,635,623 $8,076,127
C D STATE SUPPORT . $412,556,406
“WhW STATE SUPPORT $409,236,320
STATE SUPPORT DIFFERENCE ($3,320,085) ($6,724,407) $3,404,321
S ATE EQUALIZATION % . - . 88.79%
- $298,986,179  $110,250,141
NCN LEVY REVENUE TOGGLE SWITCH — KADAS 0
{ = TO-STATE, 0 = TO DISTRICTS)
N NLVY REV PORTION ACT OR BUDG - KADAS 0
(1 = ACTUAL, 0 = BUDGET)
Sw=C ED ANB TOGGLE SWITCH 0
(1 = INCLUDED, 0 = NOT INCLUDED)
R, _GRESSION MULTIPLIER 1
B!'DG93/ACTI2 NONLVY TOGGLE — BOHARSKI 1
(;ﬁ = ACTUAL, 0 = BUDGET)
5 MILL TOGGLE - PECK _ 0
(. = 5MILLS ADDED, 0 = NO 5 MILLS)
[~ ]
WEIGHTED GTB TOGGLE — STANG C
. = WEIGHTED GTB SYSTEM, 0 = CURRENT SYSTEM)
-
FAGE 1
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