
MINUTES 

MONTANA SENATE 
53rd LEGISLATURE - REGULAR SESSION 

FREE CONFERENCE COMMITTEE ON SENATE BILL 667 

Call to Order: By Chairman Tom Towe, on April 23, 1993, at 7:30 
a.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: 

Chairman Towe opened this meeting by stating we will 
continue to address items on the staff-prepared Amendments By 
Senate Select Committee and Senate Floor. (See Exhibit No. 1 to 
4/20/93 meeting; a copy is attached to these minutes.) Some 
figures will be forthcoming on the money issues outstanding in HB 
667. 

ITEM #~2: Allowed districts receiving Public Law 81-874 (PL874) 
Funds to transfer from new impact aid fund to general fund. 

Senator Delwyn Gage, Senate District #5, appeared before 
this Committee to give his opinions on the use of Public Law 81-
874 (PL874) funds in HB 667. Senator Gage said a concern has 
been expressed that PL874 districts would have a lower General 
Fund (GF) budget to use under HB 667 because the PL874 money is 
taken out and put into a new fund. For instance, a district has 
$100,000 GF budget and they could go to 104~ with the caps. That 
would mean that next year they would be at $104,000 under normal 
circumstances. Under the HB 667 proposal, they must pull the 
PL874 money out of their GF budget. If they had $20,000 of PL874 
funds included in their GF budget, this will drop them down to 
$80,000. For calculating their cap, they have to figure 104~ of 
$80,000 which gives them $3,200. The next time they will have 
$103,200. They will still have their PL874 money, and they can 
spend it, but they have to plug $800 of PL874 money into the 
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$103,200 in order to get the $104,000 cash figure they started 
with. They would then be forced to use PL874 money in order to 
equalize. He doesn't think the Federal government will look 
kindly on that. 

Senator Gage said that the following year, they will have to 
pull $20,800 out of their budget, and they will have to plug in 
more PL874 money to get to their cap again. This will just keep 
snowballing until, theoretically, all their PL874 money will be 
used up in their budget. 

Chairman Towe asked the Legislative Council Staff, Andrea 
Merrill and Eddye McClure, if their understanding is the same as 
that presented by Senator Gage. Ms. McClure said that is the 
language presently in HB 667 with the amendment presented by Curt 
Nichols, a member of the Governor's Budget Office, which was 
adopted during the first meeting on April 22nd. (HB066734.AEM) 

Senator Gage suggested letting the PL874 districts calculate 
their GF budget on the old $100,000 example and they could get 
the extra $800 from the taxpayers rather than using their PL874 
money. 

Chairman Towe asked if it is possible to draft language that 
would say that the old budget figure will be used for the 
transition period for the authorized budget, but then still use 
the same procedure for all other purposes. 

Rod Svee, Superintendent of Schools, Hardin, said he thinks 
the original language in HB 667 does this. Ms. McClure said this 
is correct. 

Mr. Svee said there is an additional problem. He presented 
Exhibit No. 1 to these minutes. If the figures from his exhibit, 
and the figures Senator Gage displayed, are put into the 
amendment, there will be an inflated figure in the first year, 
one some of the schools may not be able to make up in the second 
year. The reference to "backfill" means that in the bill, the 
PL874 schools can use PL874 money instead of taxes to backfill 
below. the 80%. Mr. Svee also presented Exhibits No.2 and 3 to 
these minutes and explained them. 

Rep. Boharski explained that the reason the language was 
changed was because there is a district out there that has one 
taxpayer, and he would have paid an amount of approximately 2,000 
mills to bring that district to the 80% minimum bu?get level. 
The Senate Subcommittee then said a district may use PL874 money 
to replace any levies for under the 80% level, and the State will 
give Guaranteed Tax Base (GTB) aid on that PL874 money, just as 
it would match mill levy money. 

Rep. Mike Kadas said the PL874 districts should be treated 
like everyone else and not use PL874 money to replace local 
effort. All their PL874 money can go on the above 80% amount. 

930423SF.667 



FREE CONFERENCE COMMITTEE ON SB 667 
April 23, 1993 

Page 3 of 7 

Rep. Boharski asked if someone from the Office of the 
Legislative Auditor (OLA) could explain the huge mill values that 
have been presented for some districts. Jim Gillett, OLA, 
explained the big mill levies were a function of a K-12 district 
where the PL874 money wasn't allocated between the two separate 
districts. The PL874 money is re-allocated between the 
elementary and the high school parts of the district. 

Mr. 
removed, 
are on a 
removed. 
related. 

Svee said if the Senate Subcommittee amendment is 
along with the amendment of Mr. Nichols, PL874 districts 
level playing field. They would both need to be 

They are not particularly related, but the effect is 

Curt Nichols added that we have been assuming all along that 
you need a vote to go above the 104% cap, or the 20% growth 
allowed in the 80% level, but on.a careful reading of the bill, 
that is not true in the first year. The way the bill reads now, 
anybody can go as far as they want the first year. If, in fact, 
that is the way it is, the fiscal note is understated right now. 
Chairman Towe said he doesn't think that is what was intended. 

Page 17, Line 12, and Page 18, Line 6, of HB 667 were 
discussed. Ms. Merrill explained that the language on these 
pages was not intended to suggest that a district can go as far 
as they want. A district would have to adhere to the limitations 
in the bill for the first year, and wouldn't have to vote, but 
then in other years when a district did have a chance to have an 
election, they could exceed the limitations. The language in the 
introductory phrase on Line 12, Page 17, and Line 6, Page 18, 
doesn't express that properly. This will be fixed to reflect the 
Senate's intent. Chairman Towe asked if we are saying that there 
should not have to be a vote the first year? Ms. Merrill said it 
would just have to be clear that a district can't exceed the 
limitations the first year no matter what. She said there is no 
time to have an election to exceed any limits. The language will 
be clear that the districts are frozen to these limitations the 
first year. 

MOTION/VOTE: 

Rep. Boharski moved that in FY '94, the school year 
beginning July 1, 1993, the maximum growth allowed a district 
will be according to the amendment adopted on April 21, 1993, to 
go to five years instead of three years, and the caps to remain 
the same, with the percentages of 20%, 25%, 33 1/3%, 50%, and the 
remainder in the last year, and the first 20% will be the 
mandatory growth level. There will be no vote the first year. 
The motion CARRIED UNANIMOUSLY on oral vote. 
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Chairman Towe asked Mr. Groepper and Mr. Gillett if this 
motion will affect what is being discussed regarding PL874 
funding. Mr. Groepper said OPI's assumption was that school 
districts could go wherever they needed to go in the first year 
and that is why they weren't able to understand how there was a. 
cost savings doing what was being discussed with the PL874 
districts. If those schools have to take the PL874 out and can. 
only grow 20% of a much smaller number, then this Committee 
should give some serious considerations to what Mr. Svee is 
saying; otherwise, the districts will be hammered down so much 
they will not be able to get back to where they were last year. 
Chairman Towe said if we do that, we lose out $3.5 million. Mr. 
Groepper said the policy question being addressed here really 
goes beyond just PL874 districts. There are districts that had 
Bonneville Power Company tax money in their GF budget last year 
which became a part of their base, and there are other similar 
situations existing in other districts, and the Committee is 
focusing in on the one issue (PL874) because there is a fiscal 
note implication. Mr. Groepper thinks the Committee needs to 
look at these other situations in other districts with similar 
kinds of access to money above the 10% reserve limit that they 
spent last year legitimately where they might have had an unusual 
special education situation. The Committee needs to look beyond 
the cost and look at the fairness. 

MOTION: 

Senator Stang moved to strip the Senate Select Committee 
amendments in relation to the PL874 funds, and strip the 
amendments put into the bill on April 22 with regard to the PLB74 
funds. 

DISCUSSION: 

Senator Stang said if we leave the weighted Guaranteed Tax 
Base (GTB) in the bill, everybody below the 80% will levy the 
same amount of mills. This will bring everyone in line, and 
there will be no worries about the PL874 monies, and everyone 
will be on a level playing field. That is what we are trying to 
do with this bill. 

Chairman Towe asked Curt Nichols to address this motion. 
Mr. Nichols said the transition language relates to the starting 
point for the FY '94 budget. Without the transition language, 
you are starting at the budget including the PL874 money. If the 
transition language is included, the starting point is the '93 
budget without PL874. So, a district will be starting at a lo,~er 
point, and then increasing from that point. If they vote to 
increase further, they have to levy the mills to get there. That 
is what Rep. Peck's language would do. 
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Rep. Boharski said we don't care how a PL874 district spends 
their money. They can go to 104% of the last year and use all 
their PL874 money on top of that. Mr. Nichols said they can 
spend at a level equivalent to over 100%. 

Senator Stang withdrew his previous motion because there are 
two different issues involved. 

MOTION: 

Senator Stang moved to strip the Senate Subcommittee 
amendments requiring a PL874 district to levy at least the 
statewide average mills before applying the PL874 money from the 
new fund. 

DISCUSSION: 

Ms. McClure said the Senate Subcommittee adopted those 
amendments before this Committee added the weighted GTB. She 
said a district will still have to transfer their money over to 
the new account which was part of the Senate package. Ms. 
Merrill said this motion will strike (3) on Pages 125 and 126, 
and related references throughout the bill. 

Lynda Brannon, representing Indian Impact Aid Districts 
Association, said once weighted GTB was put into place, it became 
a moot issue. Rep. Boharski said by striking this language, it 
takes away the ability of a PL874 district to use PL874 funds to 
off-set local money. Ms. Brannon said by striking the language, 
a district would be taking off the requirement to levy at least 
the previous year's state-wide average levy. 

Rep. Kadas said this will not allow the use of PL874 monies 
to leverage State subsidy GTB dollars. That will have to come 
from local taxpayers. That means that all of the PL874 monies 
will have to be used in the 80% to 100% budget level. 

VOTE: 

The motion CARRIED UNANIMOUSLY on oral vote. 

MOTION: 

Senator Stang moved to strip the transition language, 
requiring a district to build a general fund budget without 
including PL874 money. 

DISCUSSION: 

Senator Stang said he makes this motion in good faith. The 
people he has talked to aren't so sure that the money to be saved 
with this amendment will be worth the gamble of losing the PL874 
funds for all districts in the State. 
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Chairman Towe asked Mr. Groepper to express his thoughts on 
this motion. Mr. Groepper said he would have to go back to his 
earlier statements. The Committee is looking at only one kind of 
money (PL874), and saying they can't count whatever they spent in 
their budget last year using that money. There are a number of 
other school districts who have access to different excess 
reserve money, and the Committee is saying that expenditure is 
okay. He has to question the merit of picking on the one class 
of school district and saying we are not going to allow you to 
count those expenditures because we have figured oU.t a way that 
by not counting those, that will save us money. Mr. Groepper 
thinks that is not the right way to build the new policy. 

VOTE: 

The motion FAILED on oral vote with Senators Stang and Towe 
voting "AYE". 

DISCUSSION: 

Rod Svee asked if it is possible to compromise by re-writing 
yesterday's amendment to limit it to a single, or current, year's 
receipts of PL874 monies. 

Exhibit No. 4 was presented. This is the amendment adopted 
on April 22, including some changes Rep. Boharski wanted in it. 
(HB06673 .AEM) . 

Mr. Svee said it would need' to be changed to "current fiscal 
year receipts". 

Mr. Svee said the second thing he is asking the Committee to 
do is to go to the Department of Education for a ruling. If the 
ruling favors the PL874 schools, he asked that some type of a 
severability clause is inserted into the language to protect the 
bill in case of an adverse decision. Ms. McClure said this is 
already included in the bill. 

MOTION/VOTE: 

Chairman Towe moved the adoption of the amendment on Exhibit 
No.4, with "of that fiscal year" being added after "receipts", 
and the remainder of the sentence stricken from (7). The motion 
to amend (7), Page 19, Line 24, to read, " ... and federal revenUi=, 
excluding PL874 receipts of the fiscal year ending June 30, 
1993.", and delete the remainder of that 'sentence, CARRIED 
UNANIMOUSLY on oral vote. (HB066734.AEM, as amended.) 

ITEM #10: Amended in Senate version of SB 32 (GTB aid for debt 
service fund). 
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Senator Stang asked if this Committee could discuss SB 32 so 
that proposal could be taken back to the caucuses. 

Exhibit No. 5 was distributed. Ms. Merrill explained this 
exhibit is a meshing of the two different ideas, with the capping 
of the money being the key thing. There would be $2 million to 
be divided up to $700,000 the first year, and $1.3 the second 
year. This uses the entitlement idea that the House Education 
Committee put in, and by re-working it, it would involve the same 
definition of entitlement. For the first two years, a district 
would be entitled to have some of this money if two things 
happen. (1) If a district were eligible for GTB, and (2) If a 
district had incurred bonded indebtedness after July 1, 1991. 
The eligibility for GTB is just a threshold to receive the 
entitlement amount per ANB. But, since only $2 million is 
available, each entitlement is pro-rated by the Superintendent of 
Public Instruction. 

Rep. Hanson explained the July 1, 1991, date in 2(2) (b) was 
picked because it is the date of the start of the lawsuits. At 
this point we have to add additional language saying that is up 
through July 1, 1995, and at that point we want another sentence 
added saying, "the funds would then be expended for capital 
expenditures which would include debt service". Rep. Hanson said 
his caucus feels very strongly about this, that there has to be 
some money available for the rural communities that are not 
building new buildings. 

Chairman Towe said this proposal will do almost exactly what 
was in SB 32 with the compromise language amendment, except that, 
instead of having to go to the Superintendent's office, the Board 
of Public Education, to get permission to determine whether it 
was an emergency, special health needs, etc., it is determined by 
a formula to determine how much is allocated to each of the 
bonded indebtedness schools only. He thinks that makes a lot of 
sense. Rep. Hanson, however, wants to add something in for 1995. 
This amendment proposal will be discussed during the next 
meeting. 

ADJOURNMENT 

Adjournment: The meeting adjourned at 9:05 a.m. 

Chair 

TT/bjs 
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Amendments to House Bill No. 667 
Reference Reading Copy 

Requested by Conference Committee on House Bill 667 
For the Committees of the·Whole 

1. Page 12, line 17. 
Following: "J&" 
Strike: "If" 

Prepared by Eddye McClure 
April 20, 1993 

Insert: "Except as provided in subsection (7), if" 

2. Page 12, lines 18 and 19. 
Following: "beginning" 
Strike: remainder of line 18 through "SECTION" 
Insert: "July 1, 1994," 

3. Page 17, line 19. 
Following: "ill" 
Strike: "WHENEVER" 
Insert: "Except as provided in subsection (7), whenever" 

4. Page 18, line 11. 
Following: "J&" 
Strike: "IF" 
Insert: "Except as provided in subsection (7), if" 

5. Page 19, line 24. 
Following: line 23 
Insert: "(7) For the purpose of this section, the general fund 

budget or general fund per-ANB budget for the school fiscal 
year ending June 30, 1993, is the general fund budget funded 
by any state, local, and federal revenue, excluding Public 
Law 81-874 receipts and reappropriated Public Law 81-874 
funds." 
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1. Title, page 4, line 4. 
Following: "PROVIDING" 
Insert: "STATE SUPPORT FOR A PORTION OF A SCHOOL FACILITY 

ENTITLEMENT PER ANB BASED ON A VARIATION OF" 

2. Page 118, lines 16 through page 199, line 16. 
strike: section 39 in its entirety 
Insert: "NEW SECTION. section 39. Definitions. As used in this 

title, unless the context clearly indicates otherwise, the 
following definitions apply: 
(1) "School facility entitlement" means: 
(a) $220 per ANB for an elementary school district; 
(b) $330 per ANB for a high school district; or 
(c) $270 per ANB for an approved and accredited junior high 

school or middle school. 
(2) "School facility entitlement amount" means the amount 

of state equalization aid distributed to a district that: 
(a) is eligible for guaranteed tax base aid under the 

provisions of 20-9-366 through 20-9-369; and 
(b) has incurred bonded indebtedness in the debt service 

fund of the district after July 1, 1991. 
(3) "Total school facility entitlement" means the school 

facility entitlement times the total ANB for the district. 

NEW SECTION. section 40. Calculation and uses ot school 
facility entitlement amount. (1) The school facility 
entitlement amount for a district is calculated in the following 
manner: 

(a) the total school facility entitlement times (1-
(district mill value per ANB/statewide mill value per ANB» times 
any percentage of school facility entitlement amount calculated 
under the provisions of SUbsections (b) or (c); 

(b) for the school fiscal year beginning July 1, 1993, the 
proration of $700,000 and the total statewide school facility 
entitlement obligation; and 

(c) for the school fiscal year beginning July 1, 1994, the 
proration of $1,300,000 and the total statewide school facility 
entitlement obligation. _ 

(2) The trustees of a district may apply school facility 
entitlement amount to reduce the levy requirement of the 
district debt service fund as provided for in 20-9-439." 
Renumber: subsequent sections 

3. Page 91, line 2. 
Following: line 1 
Insert: "(2) for the purposes of guaranteed tax base aid for the 
debt service funds of districts, limiting the distribution of 
school facility entitlement amounts from the state equalization 
aid account to no more than $700,000 for the school fiscal year 
ending June 30, 1994, and to no more than $2 million for the 
biennium ending June 30, 1995, to the districts that are eligible 
under the provisions of 20-9-366 through 20-9-369 and [sections 
39 and 40] by: 
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• , 

(a) determining by May 1 of each school fiscal year the 
number of mills levied in each district for debt service on bonds 
that were issued after [the effective date of this section] and 
that qualify for guaranteed tax base aid under the provisions of 
20-9-366 through 20-9-369 and [section 39]; 

(b) based on the limitation of state equalization aid for 
debt service purposes in this subsection (2), determining the 
percentage of school faiclity entitlement revenue that each 
eligible district must receive for the school fiscal year; 

(c) distributing that amount to each eligible district for 
reducing the property tax for the debt service fund for the 
ensuing school fiscal year; and 

(d) at the end of the school fiscal year ending June 30, 
1994, determining whether there is an unused portion of the 
amount of state equalization aid appropriated in this subsection 
(2) to be carried into the next school fiscal year for the 
purposes of this subsection (2)." 
Renumber: subsequent SUbsections 

4. Page 115, line 12. 
Following: "20-9-435;" 
Insert: "(iii) guaranteed tax base based on the debt service 

mills for the prior school fiscal year that qualified for 
aid under the provisions of 20-9-346, 20-9-366 through 20-9-
369, and [section 39];" 
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1. 

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) (i) 33 1/3 % of range between GF budget for 

SFY June 30, 1993 and BASE budget for July 1, 1993; 

(ii) 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 

2. Required voter approval to exceed limitations below 80% 

3. 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 

4-. Froze district budget growth above maximum level (100%) until the 

maximum GF budget for the district is reached. 

5. Voter approval for districts above maximum not required for first 2 years 

6. Added "weighted" GTB for GF budgets of eligible districts. Replaces per mill 

per ANB method with a ratio thot compares the district taxable value to 

40% of the district's maximum GF budget. 

7. 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 

8. 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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9. 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) 

10. 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. 

11. Based ANB Count on an average enrollment count for October 1 and 

February 1 of the previous year 

12. 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. 

13. Removed House "Wanzenried" amendment limiting districts' administrative 

expe.nses to 95 % of 2-year average. 

14. Replaced monthly 8% SEA payment with a 10% payment to avoid district 

cashflow problems 

15. Allowed a school of district that is more than 20 miles from another school 

of a district to receive separate basic entitlement 

16. Added interim study of nonlevy revenue 

17. Appropriated $400,000 to OPI for implementation 

18. Provided moratorium on allow a district to create a new school district out of 

the territory of an existing district 

19. Requi(ed any OPI audit to be done by contract rather than Office of the 

Legislative Auditor 

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

approved. 




