
MINUTES 

MONTANA BOUSE OF REPRESENTATIVES 
53rd LEGISLATURE - REGULAR SESSION 

SELECT COMMITTEE ON SCBOOL FUNDING 

Call to Order: By CHAIRMAN JOHN COBB, on February 9, 1993, at 
3:00 p.m. 

ROLL CALL 

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

Members Excused: Rep. Angela Russell (D) 

Members Absent: None 

Staff Present: Andrea Merrill, Legislative Council 
Eddye McClure, Legislative Council 
Evy Hendrickson, Committee Secretary 

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

Committee Business Summary: 
Hearing: None 

Executive Action: None 

CHAIRMAN COBB informed the committee they would be hearing 
presentations by the Legislative Auditor's Office, the Office of 
Public Instruction (OPI) and any other presentations on 
equalizing school funding. 

James B. Gillett, Legislative Auditor's Office, said he was 
appearing at the request of BOUSE SPEAKER JOHN MERCER and 
committee members to discuss a model of what equalized school 
spending from the state general fund might look like. The two 
primary issues are spending disparities between similar size 
districts and wealth neutrality because of differences in 
property tax values in various districts. He then explained 
EXHIBITS 1, 2, 3 and 4. 

He said the next step after computing the state budget needs 
would be the question of leaving any flexibility for school 
districts. In one federal test for spending disparities they use 
a 1.25 spending disparity ratio range. Taking that into account, 
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Montana could allow districts to spend SO% of the maximum budget 
and still be within that 1.25. He said that, as they worked on 
the analysis and comparing general fund budgets, they elected to 
remove special education allocations in the current system. 
Special education is not currently taken care of in the 
foundation schedules and will be taken care of elsewhere. In 
addition, they removed impact aid monies. 

Hr. Gillett explained the per-student reduction factor. EXHIBIT 
2 He said that, with the system fully implemented, all school 
budgets would be somewhere between lines Band C on the exhibit. 
As they developed the system, they tried to allow the 
legislature, if a system like this was adopted, to make funding 
decisions and school budget decisions separately. The system has 
to be flexible. Once. the legislature takes over establishing 
maximum school budgets, there will be significant decisions to be 
made. 

Under a system such as this, some districts will be below the SO% 
mandatory level of spending. Those would be below line C on the 
chart. This model would allow the legislature to choose a number 
of years over which those schools would be required to raise to 
that level C, which they would need to do in order to have an 
equalized system. Over a five-year period, they would be 
required to grow at 20%, etc. 

Districts above that mandatory budget would appear on the chart 
under A designation. 

Questions from committee Members and Responses: 

REP. BOHARSKI asked how close the system is now to theoretically 
driving everybody from the bottom into the SO to 100% gap and how 
long it would take to move the top spenders into that area. He 
also wondered whether the districts at the 95% and 5% spending 
level have been considered in the analysis. 

Hr. Gillett referred to page 3 of EXHIBIT 3 under "New Budget 
Analysis." This outlines the number of schools below the minimum 
budget (12S), the number between the minimum and maximum (253) 
and the number above the maximum (139) that would have to be 
frozen or brought down. On the funding side, spending to the SO% 
level will be mandatory in order to achieve the 1.25 spread. If 
it is going to mandate spending, the legislature should somehow 
support that level of budget; currently it is done through direct 
payments and the use of GTB payments. He suggested some 
combination of those two for the state to participate in the SO% 
level. Above that, it would be unsubsidized. 

Their final conclusion is that, no matter how it's done, someone 
has to pay for it. If the state saves money, the mill levies 
will go up. 
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REP. KAnAS referred to the fact that special ed has been deleted 
from the calculations. Mr. Gillett responded it was not in the 
current calculations. They did take out the special education 
entitlements and the assumption was that the 60% allowable costs 
would be built into the base at some point. 

REP. KAnAS said the problem with that is that currently special 
ed is being used to build a foundation program upon which the GTB 
is figured. He believes it is reasonable for schools to be able 
to use the special ed base in order to capture some guaranteed 
tax base. If special ed is put back in, it will cost some state 
dollars. 

REP. PECK asked Mr. Gillett if they had looked at the revenue in 
terms of increasing the 95 mills. 

Mr. Gillett said they had not but had discussed the scenario with 
those who had an interest on the revenue side. It doesn't have 
to be driven by property tax; it could be any revenue source. 
They just assumed the same sources of revenue. 

REP. PECK believed they would have to continue the current 
schedules for the next year. If something like this were to 
pass, it would have to be implemented for the second year. Mr. 
Gillett responded that was a legislative decision. 

REP. PECK asked Greqq Groepper, Office of Public Instruction, the 
total revenues from millage and income taxes received into the 
school equalization account. Mr. Groepper said the big revenues 
are 28.5% of the income tax collections, or roughly $90 million, 
and $160 million in property tax. He said that, between 
retirement and permissive levies, it was about $125 million 
total. He has those figures and would be glad to furnish them to 
REP. PECK. 

REP. SIMPKINS asked whether the committee should get input from 
the superintendents on whether or not this system could be 
implemented. Local people say it is critical that they have 
decisions by the end of February in order to set levies. 

REP. KAnAS said REP. PECK is carrying a bill to change some 
special ed allocations. One of the components acknowledges those 
youngsters who are in the special ed room more than 50% of the 
time and counts them as ANB. He asked Mr. Gillett if those 
children could be identified and put into this model. 

Mr. Gillett replied they likely could if they knew the number by 
district. 

He then went through the first chart which basically presents 
some categories of where the budgets will end up. He pointed out 
an error in "Budget Down" category, page 1, EXHIBIT 1. The three 
schools shown wouldn't be more than 2%; they would be 2%. 
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REP. KAnAS asked Hr. Gillett whether the plan assumes any budget 
growth. Hr. Gillett responded they were assuming a 2% maximum 
allowable growth. 

REP. KAnAS stated that, since he assumes that all schools will go 
up 2%, the column tha~ reads from 0-2% is essentially every 
school that isn't affected on either end of the spectrum. 

Hr. Gillett said that was an assumption they had made. He said 
page 2, EXHIBIT 1 deals with mill levies; all of the calculations 
are based on data that school districts submitted on their 1993 
budgets. In other words, the mill calculations are as good as 
the data they had but they are sensitive to errors. He also 
explained page 3, EXHIBIT 1. 

REP. KAnAS said there is $18 million less because they reduced 
the actual straight state support and increased the amount of 
guaranteed tax base aid; therefore, they increased the amount of 
local tax dollars that would have to go in. Hr. Gillett 
responded that was correct. 

REP. SIMPKINS asked Hr. Gillett what happens to state funding 
with a 2% increase. Hr. Gillett said if there was a 0% budget 
growth, it would increase the state's savings; they could then 
turn around and give more indirect support. 

REP. SIMPKINS asked if growth was strictly a local decision, with 
the state not telling school districts they have to raise money. 
Hr. Gillett said that was true except for those schools below the 
mandatory level. 

Hr. Gillett said that direct state support is $310 million and 
the guaranteed tax base is $74 million. Under the $18 million 
cost savings, the direct state support goes down to $248 million, 
and the GTB subsidies go up to $117. 

CHAIRMAN COBB asked whether richer districts pay more. Hr. 
Gillett responded that those districts whose value of a mill is 
greater than that amount subsidized by the state wind up paying 
more mills; those below are not going to pay quite as much. 

REP. SIMPKINS said the state is simply stating no increased state 
spending over the biennium. The state is not, however, holding 
the schools to the same thing but is allowing them to go back up. 
He asked whether, if there are more children, districts will be 
able to increase their budgets locally and not have to hold the 
line under Hr. Gillett's scenario. 

Hr. Gillett said that was correct under their scenario. However, 
the legislature could choose some other plan where that would not 
be the case. Should they choose that, they could project the 
financial ramifications, both in budget and state costs. 
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Hr. Gillett said he believed the state savings would be between 
$23-25 million. All the factors in the charts he distributed are 
legislative questions, such as: Should the budget calculation 
factors, the base amounts, have some inflation adjustments built 
into the law? Should the maximum standard budget growth be a 
fixed percentage? Would levies be voted or permissive for the 
budget above the maximum for those high spending school districts 
who would be moving down to the maximum budget? Would the budget 
between the mandatory and maximum be voted or permissive? Should 
the per student reduction factor end at some point? Should 
districts with more than one school get additional base 
entitlements? What if there are three high schools in the 
district? Where in the equation does the non-levy revenue go? 
These are decisions that need to be addressed, and they are very 
important decisions. 

There being no questions from the public, CHAIRMAN COBB 
introduced Greqq Groepper, Office of Public Instruction, to give 
their presentation. 

Hr. Groepper, distributed EXHIBIT 5 which gives highlights of LC 
#0801, OPI's school funding reform, and explained the contents of 
the exhibit. He said the bill is in the process of being 
drafted; once there is a working copy, it will be shared with a 
number of people to see if it can be fine-tuned. 

Questions from committee Members and Responses: 

REP. BOHARSKI asked if the caps are taken off, how the state 
would ever get to equalization. 

Hr. Groepper said they hoped that their equalization process will 
be "painful" enough on the higher spending districts -- they may 
have to levy the same number of mills as other districts -- that 
this will be successful, as it has been in a number of other 
states. They would be willing to discuss the question of the 
need for caps. 

REP. BOHARSKI said, while he was willing to try this solution, it 
had better lead to equalization. Otherwise, the courts will do 
it without help. 

Hr. Groepper said they were concerned about including retirement 
in the schedules, if general fund budgets are capped, because 
there is currently no cap on the retirement fund. They would be 
capping something that's now generally accepted to be permissive. 
Retirement could be in the general fund but not in the schedules. 
It could still be managed under this bill using the present 
funding scheme, and putting it in the general fund would simplify 
the accounting. 

REP. SIMPKINS said that local spending grew much faster than 
inflation over a period of years, which caused the spending 
disparity. The large schools having no cap seems to be 
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encouraging that kind of growth. While Hr. Groepper says they 
are going to power-equalize those other people, the larger 
schools will most likely just stay there and will create the 
problem. If they have no cap, all they have to do is continue to 
vote levies, no power-equalization to it, and continue on their 
way. There is no stopping the bigger schools. 

Hr. Groepper said an example would be the Helena School District 
which is GTB eligible. It would be characterized as a lower 
wealth district but a large school district, and they are at 
their 104% cap. The trustees, because they are also taxpayers, 
will be attuned to how many mills the public will stand to fund 
schools, regardless of how much state aid is received for every 
mill levied. He said they were willing to have discussions about 
caps and appreciated REP. SIMPKINS' concerns. 

REP. SIMPKINS asked if he was talking about statewide averaging 
for retirement. Hr. Groepper said the revenue source would be a 
statewide mill, about 23 mills, to get to the $60 million needed. 
Instead of some district having 40 mills and another having 10, 
the state would probably end up with a statewide mill that would 
generate the same amount of money to fund retirement expenses 
that are there right now. That revenue would go into the state 
equalization aid account and fund retirement under this proposal. 

REP. SIMPKINS said the proposal would favor the larger schools 
with GTB aid driven by salary increases and retirement costs 
would be supported through GTB, whereas the smaller districts, 
with their typically lower salaries, won't be. There isn't as 
much control on salary increases as long as there is state 
support. 

Hr. Groepper said in the process of putting retirement money back 
into the schedules, the state should look at the schedules 
themselves to see if there's a more appropriate way to get that 
revenue back to the school districts. 

REP. SIMPKINS asked what type of controls they had thought about 
if facility funding was equalized or whether schools will be 
allowed to build anything they want and just submit the request. 
He wondered whether there is any type of control. 

Mr. Groepper said their only discussion at staff level was about 
eligibility criteria similar to the criteria established in SB 5 
of the January 1992 Special Session where, in order to get the 
coal tax fund guarantee on a school bond, 75% of the construction 
has to be accreditation needs or replacing something damaged by 
fire, etc. 

CHAIRMAN COBB said that they would delay a vote on the Auditor's 
proposal so REP. RUSSELL could vote when she returns in a week. 

REP. KAnAS said that, under current law, the non-levy revenue is 
required to be spent in the permissive area prior to the use of 
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any mill levy amount. He would like to propose taking that non­
levy revenue and requiring it to be spent before the school 
receives any foundation program schedule amount. That would 
essentially make non-levy revenue an equalized revenue source. 
He understood there is approximately $25 million of that type of 
revenue. He wants to ~ut that in at the schedule level, which 
would free up some money in the equalization account and this 
could be used to increase the GTB up to 150% rather than the 
current 135% level. Then, caps would be placed at 190% of last 
year's general fund budget. Anyone above the caps would be 
frozen, but they wouldn't be forced to come down. He said that 
was the basic structure of his idea. 

He said he was also trying to get to a reasonable reflection of 
actual costs by pulling out all the districts with more than 5% 
of their budget from PL 874 money, all the districts that have 
more than 10% of their budget in non-levy revenue, and all the 
special ed. Then, using the districts remaining would create an 
expenditure curve going from smallest to largest schools. The 
state needs to match its schedules to that curve but at a lower 
level. That would be the justification for a new set of 
schedules. 

He noted that he wanted to put this into the Auditor's bill, too, 
if the committee decides to use that as the vehicle to equalize. 

REP. KAnAS then talked about another committee bill he was 
proposing which involved state lands. He said grazing rights 
should be twice what they currently are, crop rates should be 
one-third higher, outfitting fees ought to be twice as high, 
lease rates for cabins ought to be two-fifths more than what they 
are, and recreation permit fees ought to be five times more for 
in-state residents and ten times for out-of-state. He said this 
was a considerable amount of revenue that should be going into 
the common school trust. He believed there is a constitutional 
mandate to do this. 

REP. SIMPKINS asked REP. KAnAS if the bill with the caps also has 
the built-in factor of adjusting to the need to reduce state aid 
by $18 million per year. 

REP. KAnAS said that, once the bill is introduced, it is in the 
legislature's hands. The legislature decides whether to reduce 
the schedules by $18 million. 

CHAIRMAN COBB asked REP. KAnAS to formally make a motion for the 
committee bills. 

Motion/vote: REP. KAnAS MOVED TO REQUEST BILL DRAFTS FOR THE 
THREE COMMITTEE BILLS. One would raise the price on state lands, 
one would change the way non-levy money is allocated, and one 
would deal with budget caps and new schedules. The motion 
carried unanimously. REP. RUSSELL will be contacted for her 
vote. 

930209SS.HM1 



HOUSE SELECT SCHOOL FUNDING COMMITTEE 
February 9, 1993 

Page 8 of 8 

ADJOURNMENT 

Adjournment: The meeting adjourned at 4:50 p.m. 

COBB, Chairman 

JC/eh 

930209SS.HM1 



ROLL CALL 

NAME 

HOUSE OF REPRESENTATIVES 
53RD LEGISLATURE - 1993 

SELECT COMMITEE ON SCHOOL FUNDING 

DATE /--~~3 
PRESENT ABSENT EXCUSED 

JOHN COBB, CHAIRMAN ~ 
RAY PECK, VICE 

BILL BO:a:AR.SKI 

RUSSELL FAGG 

MIKE KADAS 

ANGELA RUSSELL 

DICK SIMPKINS 

DAVE WANZENRIED 

HR:1993 
wp.rollcall.man 
CS-09 

CHAIRMAN V' 

V 

V 
~ 

~~~./l_ -------....., / y/ 
V 

" 



A
T

 T
H

E
 R

E
Q

U
E

S
T

 O
F

 T
H

E
 H

O
U

S
E

 S
E

lE
C

T
 C

O
M

M
I1

1
E

E
 O

N
 S

C
tt

O
O

l F
U

N
D

IN
G

 
S

C
H

O
O

L
 F

U
N

D
IN

G
 A

N
A

LY
S

IS
 

U
S

ll
N

G
 O

F
 S

P
R

E
A

D
S

H
E

E
T

 D
A

T
A

 E
L

E
M

E
N

T
 A

S
S

U
M

P
11

0N
S

 

0
7

-F
e
b

-9
3

 
0

1
:0

4
P

M
 

B
A

S
E

 E
N

llT
L

E
M

E
N

T
 

P
E

R
 S

T
U

D
E

N
T

 A
U

O
C

A
T

lO
N

 
P
E
R
S
T
U
D
E
N
T
R
E
D
U
C
1
1
O
N
F
A
C
~
R
 

S
T

A
T

E
 S

U
P

P
O

R
T

 P
E

R
C

E
N

T
A

G
E

 -
B

A
S

E
 

G
U

A
R

A
N

T
E

E
 P

E
R

C
E

N
T

A
G

E
 -

B
A

S
E

 
U

N
S

U
B

S
ID

IZ
E

D
 P

E
R

C
E

N
T

A
G

E
 -

B
A

S
E

 
S

T
A

T
E

 S
U

P
P

O
R

T
 P

E
R

C
E

N
T

A
G

E
 -

P
E

R
 S

T
U

D
E

N
T

 
G

U
A

R
A

N
T

E
E

 P
E

R
C

E
N

T
A

G
E

 -
P

E
R

 S
T

U
D

E
N

T
 

U
N

S
U

B
S

ID
IZ

E
D

 P
E

R
C

E
N

T
A

G
E

 -
P

E
R

 S
T

U
D

E
N

T
 

M
IL

L
 G

U
A

R
A

N
T

E
E

 P
E

R
C

E
N

T
 O

F
 C

U
R

R
E

N
T

 
'G

U
A

R
A

N
T

E
E

D
 M

IU
 V

A
LU

E
 

R
E

Q
U

IR
E

D
 L

O
W

 S
P

E
N

D
E

R
 G

R
O

W
T

H
 

R
E

Q
U

IR
E

D
 H

IG
H

 S
P

E
N

D
E

R
 R

E
D

U
C

11
0N

 
M

A
X

IM
U

M
 S

T
A

N
D

A
R

D
 B

U
D

G
E

T
 G

R
O

W
T

H
 $
5

6
2

,5
1

2
,4

7
4

 
$

5
6

8
,2

8
2

,6
0

9
 B

.E
M

EN
TA

R
Y

 
$

1
5

,0
0

0
 

$
3

,5
0

0
 

$
0

.2
0

 

C
U

R
R

E
N

T
 F

Y
 9

3
 G

F
 B

U
D

G
E

T
S

 
T

O
T

A
L

 S
IM

U
LA

T
E

D
 G

F
 B

U
D

G
E

T
S

 
D

IF
F

E
R

E
N

C
E

 I
N

 G
F

 B
U

D
G

E
T

S
 

$
5

,7
7

0
,1

3
5

 
$4

,6
33

,7
11

 

O
L

D
 S

T
A

T
E

 S
U

P
P

O
R

T
 

$
3

8
3

,8
6

1
,3

3
6

 
N

E
W

 S
T

A
T

E
 S

U
P

P
O

R
T

 
$

3
8

4
,1

2
4

,7
5

9
 

S
T

A
T

E
 S

U
P

P
O

R
T

 D
IF

F
E

R
:N

C
E

 
$

2
6

3
,4

2
4

 
($

3,
74

6,
43

9)
 

P
A

G
E

 1
 

H
IG

H
S

C
H

O
O

L
 

$2
00

,0
00

 
$

4
,9

0
0

 
$O

.S
O

 
SO

.O
O

%
 

3
0

.0
0

%
 

20
.0

0%
 

SO
.O

O
%

 
3

0
.0

0
%

 
20

.0
0%

 
2O

O.
0C

JI%
 

20
.0

0%
 

2.
00

%
 

2.
00

%
 

$1
,1

36
,4

24
 

$4
,0

09
,8

63
 

EX
HI

BI
T~

(:
.-

--
­

DA
TE

£"
'1

~C
J3

 
H

B 
_

_
_

_
 -
-

C
H

A
N

G
E

 F
R

)M
 F

Y
93

 B
U

D
G

E
T

 ~
 N

E
W

 B
U

D
G

E
T

 

B
U

O
G

E
T

O
O

W
N

 
B

U
D

G
E

T
 U

P
 

M
O

R
E

 
F

R
O

M
 

F
R

O
M

 
F

R
O

M
 

M
O

R
E

 
T

H
A

N
 2

%
 

o 
T

O
 2

%
 

O
T

0
2

%
 
2
~
4
%
 

T
H

A
N

 4
%

 

E
LE

M
 

2 
9

7
 

2
1

9
 

2
0

 
17

i 

H
S

 
1 

4
8

 
91

 
21

 
3

' 

T
O

T
A

L 
S

C
H

O
O

LS
 

3 
1

4
5

 
3

1
0

 
41

 
2

0
 

E
L

E
M

A
N

B
 

6
8

 
1

4
,4

7
7

 
9

1
,2

9
7

 
1

,9
0

2
 

7
7

9
 

H
S

A
N

B
 

3
0

 
1

5
,1

3
7

 
2

1
,3

7
7

 
5

,2
7

7
 

7
9

3
 

T
O

T
A

L
A

N
B

 
9

8
 

29
,6

14
1 

1
1

2
,6

7
4

 
7

,1
7

9
 

_
_

_
 

1
,5

7
2

 



A
T

 T
H

E
 R

E
Q

U
E

S
T

 O
F

 T
H

E
 H

O
U

S
E

 S
E

lE
C

T
 C

O
M

M
IT

lE
E

 O
N

 S
C

H
O

O
l. 

F
U

N
D

IN
G

 
S

C
H

O
O

l F
U

N
D

IN
G

 A
N

A
LY

S
IS

 

U
S

T
IN

G
 O

F
 S

P
R

E
A

D
S

H
E

E
T

 D
A

T
A

 E
L

E
M

E
N

T
 A

S
S

U
M

P
T

IO
N

S
 

0
7

-F
e

b
-9

3
 

0
1

:0
4

P
M

 

B
A

S
E

 E
N

llT
L

E
M

E
N

T
 

P
E

R
 S

T
U

D
E

N
T

 A
U

.O
C

A
11

O
N

 
P

E
R

 S
T

U
D

E
N

T
 R

E
D

U
C

T
IO

N
 F

A
C

T
O

R
 

S
T

A
T

E
 S

U
P

P
O

R
T

 P
E

R
C

E
N

T
A

G
E

 -
B

A
S

E
 

G
U

A
R

A
N

T
E

E
 P

E
R

C
E

N
T

A
G

E
 -

B
A

S
E

 
U

N
S

U
B

S
ID

IZ
E

D
 P

E
R

C
E

N
T

A
G

E
 -

B
A

S
E

 
S

T
A

T
E

 S
U

P
P

O
R

T
 P

E
R

C
E

N
T

A
G

E
 -

P
E

R
 S

T
U

D
E

N
T

 
G

U
A

R
A

N
T

E
E

 P
E

R
C

E
N

T
A

G
E

 -
P

E
R

 S
T

U
D

E
N

t 
U

N
S

U
B

S
ID

IZ
E

D
 P

E
R

C
E

N
T

A
G

E
 -

P
E

R
 S

T
U

D
E

N
T

 
M

IL
L

 G
U

A
R

A
N

T
E

E
 P

E
R

C
E

N
T

 O
F

 C
U

R
R

E
N

T
 

'G
U

A
R

A
N

T
E

E
D

 M
IL

L 
V

A
LU

E
 

R
E

Q
U

IR
E

D
 L

O
W

 S
P

E
N

D
E

R
 G

R
O

W
T

H
 

R
E

Q
U

IR
E

D
 H

IG
H

 S
P

E
N

D
E

R
 R

E
D

U
C

T
IO

N
 

M
A

X
IM

U
M

 S
T

A
N

D
A

R
D

 B
U

D
G

E
T

 G
R

O
W

T
H

 

C
U

R
R

E
N

T
 F

Y
 9

3
 G

F
 B

U
D

G
E

T
S

 
T

O
T

A
L

 S
IM

U
L

A
T

E
D

 G
F

 B
U

D
G

E
T

S
 

D
IF

F
E

R
E

N
C

E
 IN

 G
F

 B
U

D
G

E
T

S
 

O
L

D
 S

T
A

T
E

 S
U

P
P

O
R

T
 

N
E

W
 S

T
A

T
E

 S
U

P
P

O
R

T
 

S
T

A
T

E
 S

U
P

P
O

R
T

 D
IF

F
E

F
£

N
C

E
 

P
A

G
E

 2
 

$5
62

,5
12

,4
74

 
$5

68
,2

82
,6

09
 

S
S

,n
O

,1
3

5
 

$
3

8
3

,8
8

1
,3

3
6

 
$

3
8

4
,1

2
4

,7
5

9
 

$2
63

,4
24

 

E
LE

M
E

N
TA

R
Y

 
$

1
5

,0
0

0
 

$
3

,5
0

0
 

S
O

.2
0 

$4
,6

33
,7

11
 

($
3,

74
6,

43
9)

 

H
IG

H
S

C
H

O
O

L
 

$
2

0
0

,0
0

0
 

$
4

,9
0

0
 

S
O

.5
0 

50
.0

0%
 

3
0

.0
0

%
 

20
.0

0%
 

5
0

.0
0

%
 

30
.0

0%
 

20
.0

0%
 

20
0.

00
%

 

20
.0

0%
 

2.
00

%
 

2.
00

%
 

$1
,1

36
,4

24
 

$
4

,0
0

9
,8

8
3

 

N
U

M
B

E
R

 O
F

 
S

C
H

O
O

LS
/A

N
B

 

,E
L

E
M

 

iH
S

 
! : T

O
T

A
L 

S
C

H
O

O
LS

 
! IE

L
E

M
A

N
B

 

I [H
S

A
N

B
 

iT
O

T
A

L
A

N
B

 

M
IL

L
 C

H
A

N
G

E
 T

O
 S

IM
U

LA
T

E
D

 G
E

N
E

R
A

L 
F

U
N

O
 M

A
X

IM
U

M
 B

U
D

G
E

T 

M
IL

L
S

 D
O

W
N

 
M

IL
L

S
 U

P
 

M
O

R
E

 
F

R
O

M
 

F
R

O
M

 
M

O
R

E
 T

H
A

N
 1

0
 

M
O

R
E

 
T

H
A

N
 1

0
 

O
T

O
 1

0
 

O
T

0
1

0
 

LE
S

S
 T

H
A

N
 2

0
 

T
H

A
N

 2
0

 

.. -
5

3
 

7
3

 
9

2
 

8
8

 
7

0
 

4
4

 
61

 
51

 
4 

4,
 

9
7

 
1

3
4

 
1

4
3

 
7

2
 

7
4

 

• 
29

,0
61

 
2

2
,n

O
 

20
,3

76
 

7
,5

0
5

 
26

,7
91

 i 

8
,8

7
6

 
2

0
,6

4
4

 
12

,6
73

 
2

1
2

 
2

0
9

' 

I 
3

7
,9

5
7

 
4

3
,4

1
4

 
3

3
,0

4
9

 
7,

71
.7

 
2

9
,0

0
0

 



A
T

 T
H

E
 R

E
Q

U
E

S
T

 O
F

 T
H

E
 H

O
U

S
E

 S
E

LE
C

T
 C

O
M

M
IT

T
E

E
 O

N
 S

C
H

O
O

L 
F

U
N

D
IN

G
 

S
C

H
O

O
L

 F
U

N
D

IN
G

 A
N

A
lY

S
IS

 

U
S

T
lN

G
 O

F
 S

P
R

E
A

D
S

H
E

E
T

 D
A

T
A

 E
lE

M
E

N
T

 A
S

S
U

M
P

T
IO

N
S

 

0
7

-F
e

b
-9

3
 

0
1

:0
4

P
M

 

B
A

S
E

 E
N

T
ln

.E
M

E
N

T
 

P
E

R
 S

T
U

D
E

N
T

 M
iO

C
A

T
lO

N
 

P
E

R
S

T
U

D
E

N
T

R
E

D
U

C
T

lO
N

F
A

C
T

O
R

 
S

T
A

lE
 S

U
P

P
O

R
T

 P
E

R
C

E
N

T
A

G
E

 -
B

A
S

E
 

G
U

A
R

A
N

T
E

E
 P

E
R

C
E

N
T

A
G

E
 -

B
A

S
E

 
U

N
 S

U
B

S
ID

IZ
E

D
 P

E
R

C
E

N
T

A
G

E
 -

B
A

S
E

 
S

T
A

lE
 S

U
P

P
O

R
T

 P
E

R
C

E
N

T
A

G
E

 -
P

E
R

 S
T

U
D

E
N

T
 

G
U

A
R

A
N

T
E

E
 P

E
R

C
E

N
T

A
G

E
 -

P
E

R
 S

T
U

D
E

N
T

 
U

N
S

U
B

S
ID

IZ
E

D
 P

E
R

C
E

N
T

A
G

E
 -

P
E

R
 S

T
U

D
E

N
T

 
M

il
l G

U
A

R
A

N
T

E
E

 P
E

R
C

E
N

T
 O

F
 C

U
R

R
E

N
T

 
'G

U
A

R
A

N
T

E
E

D
 M

il
l V

A
lU

E
 

R
E

Q
U

IR
E

D
 l
O

W
 S

P
E

N
D

E
R

 G
R

O
W

T
H

 
R

E
Q

U
IR

E
D

 H
IG

H
 S

P
E

N
D

E
R

 R
E

D
U

C
T

lO
N

 
M

A
X

IM
U

M
 S

T
A

N
D

A
R

D
 B

U
D

G
E

T
 G

R
O

W
T

H
 

C
U

R
R

E
N

T
 F

Y
 9

3
 G

F
 B

U
D

G
E

T
S

 
$5

62
,5

12
,4

74
 

T
O

T
A

L 
S

IM
U

LA
T

E
D

 G
F

 B
U

D
G

E
T

S
 

~
5
6
8
,
2
8
2
,
6
0
9
 

D
IF

F
E

R
E

N
C

E
 IN

 G
F

 B
U

D
G

E
T

S
 

$5
,7

70
,1

35
 

O
L

D
 S

T
A

T
E

 S
U

P
P

O
R

T
 

. $
38

3,
86

1,
33

6 
N

E
W

 S
T

A
T

E
 S

U
P

P
O

R
T

 
$3

84
,1

24
,7

59
 

S
T

A
lE

 S
U

P
P

O
R

T
 D

IF
F

E
F

£N
C

E
 

$2
63

,4
24

 

P
A

G
E

 3
 

E
LE

M
E

N
TA

R
Y

 
H

IG
H

 S
C

H
O

O
L 

$1
5,

00
0 

$2
00

,0
00

 
$3

,5
00

 
$

4
,9

0
0

 
SO

.2
O

 
SO

.S
O

 
SO

.O
O

'l(,
 

3O
.0

0'
l(,

 
2O

.0
0'

l(,
 

SO
.O

O
'l(,

 
3O

.0
0'

l(,
 

2O
.0

0'
l(,

 
20

0.
00

%
 

2O
.0

0'
l(,

 
2.

00
'l(

, 
2.

00
'l(

, 

$4
,6

33
,7

11
 

$1
,1

36
,4

24
 

($
3,

74
6,

43
9)

 
$4

,0
09

,8
63

 

£
X

H
IB

IT
_

( 

D
A

TE
.. 

;}.
 -

~L
::
_C
J:
3 

N
E

W
 B

lD
G

E
T

 A
N

A
LY

S
IS

 

N
U

M
B

E
R

 O
F

 
B

E
lO

W
 

B
E

1W
E

E
N

 
A

B
O

V
E

 
S

C
H

O
O

lS
/A

N
B

 
M

IN
IM

U
M

 
M

IN
 A

N
D

 M
A

X
 

M
A

X
IM

U
M

 

E
lE

M
 

81
 

18
1 

9
4

 

H
S

 
47

 
72

 
4

5
 

• 
T

O
T

A
L 

S
C

H
O

O
LS

 
1

2
8

 
25

3 
1

3
9

 

E
lE

M
A

N
B

 
19

,8
97

 
75

,1
31

 
13

,4
95

 

H
S

A
N

B
 

1
0

,6
4

5
 

19
,5

81
 

12
,3

88
 

T
O

T
A

lA
N

B
 

3
0

.5
4

2
 

94
.7

12
 

25
,8

83
 



Required High Spender 
A Reduction (X % reduction 

of current budget limited 
to the new max. budget 

B 

C 

D 

Required Low Spender 
growth (X % of diff 
between current budget 
& new mand. budget) 
or X % for max. std. 
budget growth, whichever 
is greater 

Current Budget 
Above New Max 
Budget 

New Maximum Budget (100%) 

New Mandatory Budget 
(80% of Maximum) 

Current Budget 
Below New Mand. Budget 

EXH!BIT b 
DATE ::7- l' ~ il-
HB ______ _ 

Unsubsidized 
Portion 

Unsubsidized 
Portion (20%) 

80% Funded 
Through Direct 
State Support 
or Guaranteed 
Mills 
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L~#0801 (?) - SCHOOL FUNDING REFORM 
REQUESTED BY THE OFFICE OF PUBLIC INSTRUCTION 

EXHIBIT , .s: 
_~. C1 {} 

CATP-:.. - 7 ,-,t! 
HB _______ --= 

T\..s bill 1) further equalizes school funding by revising the school district 
general fund to be funded solely from state and county foundation program 
r~venue and "power-equalized" district permissive levy and non-levy revenue 
a~ i, 2) simplifies school finance by eliminating several funds, eliminating the 
gikeral fund budget caps and some excess reserves, eliminating the recovery of 
unexpended state aid, etc .. 

, GENERAL FUND AMENDMENTS 
E~enditures - Activities currently accounted for in the general fund will remain 
in that fund, except expenditures for new construction, land acquisitions, and 
rna lor renovation proj ects . Amend to say these acti vi ties may NOT be paid from the 
gg leral fund. Also, districts may not pay bond principal and interest payments 
f~m the general fund (no change from what's already in statute). Amend to delete 
the following funds and put their activity within the general fund: the Retirement 
Fr: Id, Transportation Fund, Tuition Fund, Compensated Absences Fund, Metal Mines 
T~ Reserve Fund and the State Mining Impact Fund. (see attached conditions for 
retirement in the general fund) 

T3. :re is no cap on the amount a district may permissively levy and no cap on the 
g~eral fund budget. Retirement costs are included in the general fund and the 
state/county share of retirement costs is funded through the foundation schedules. 
Tj = current countywide 55 mill levy will increase accordingly by a number yet to 
b~determined. The increase in the countywide 55 mill levy will be partially or 
totally offset, depending on the county, by elimination of the current countywide 
1, ry for retirement. 

p~yments to districts for the foundation program, special education allowable 
costs and state/county transportation reimbursements will be "entitlements"; that 
i , there should be no condition that amounts received for a particular purpose I 

b@!!lexpended solely for that purpose, and no requirement that unexpended funds be' 
recaptured by the state. 

Rieerves - Amend to MANDATE an operating reserve in the general fund of at least 
5%, but not more than 10%, of the next year's general fund budget. When 
n~=essary, districts may include the amount necessary to restore their reserves 
t the 5% minimum in the following year's budget . .. 
Districts should be allowed to transfer general fund "excess reserves" on 7/1/95 
t. the capital projects fund. To the list of "excess reserves" allowed, add a 
r~erve for metal mines and mining impact revenue. 

E; iminate the "excess reserves" for protested taxes, tax audit, and delinquent tax 
r~eipts. Districts must either spend these excess reserves in the general fund 
in the year prior to the year the bill is implemented (FY95), or transfer them to 
ary other fund on 7/1/94. These excess reserves must be zero on June 30, 1995. 

IiIiiI 

Districts with FYE94 reserves of less than 5% of the new (FY95) general fund 
b~ dget will be given three years from this bill's implementation date to raise 
dMeir reserves up to the 5% minimum. Thereafter, all districts will be required 
to restore their operating reserve to 5% in the first year following the year that 
r serve dips below the 5% minimum. 

-



-
1he amount of this annual increase (decrease) in fund balance that a district must 
add to (or subtract from) its excess reserve at the end of the year will be 
! llculated as follows: .. 

[874 revenue/{total revenue - foundation program revenue)] x 
the increase(decrease) in fund balance 

~venue - Revenue sources for districts' general fund will include foundation 
nrogram payments (state and county equalization aid), which will still be based 

1 ANB and the schedules (we will be adjusting the schedules to include retirement 
~sts associated with salaries paid from all funds), state and county 
transportation reimbursements (no change in method of calculating district's 

cansportation payment from the state/county), special education allowable cost 
~nding and contingency funds (no longer deposited in the miscellaneous programs 
fund), a "power-equalized" local permissive levy, anq "power-equalized" non-levy 
~~venue. (Whether districts will still be allowed to use PL81-874 revenues in the 

=w general fund will depend on Dept of Ed response to the inquiry initiated by 
~e Legislature during the second special session.) 

lso, all revenues currently deposited in the retirement fund, transportation 
aund, tuition fund, compensated absences fund, state mining impact fund and metal 
mining tax reserve fund, will be deposited in the new general fund . 

• ecause retirement will be in the schedules and in the general fund, the county 
equalization levy of 33 mills will increase to mills and the 22 mill levy will 
increase to mills. The GTB subs~dized, county mill levy for retirement is 
liminated . .. 

OPI will distribute county.tuition payments and the state share of transportation 
id. Distributions will be on the same time schedule as they are now (i.e., 

~uition paid in December and June and transportation paid in February and June.) 

hlonlevy revenues under consideration for power equalization include (?): 

~Light Vehicle Taxes 
-Recreational Vehicle Fees 
Coal Gross Proceeds 

.New and Interim Production 
-Others(?) 

- NEW CAPITAL PROJECTS FUND 

~he amendments should allow districts to finance capital projects of various types 
n one fund and to track appropriations (budgets) and expenditures by project over 

~he life of the project, rather than by fiscal year. Expenditures of a similar 
nature will be recorded in this fund irrespective of the revenue source used to 

und the expenditure. That is, if it's a capital project it will be recorded in 
.his fund whether it's paid for with property tax levies, P.L. 874 monies, tax 
audit monies, etc. The amendments should allow for the construction of school 
~acilities for community uses and should replace the Building Fund and Building 
_~eserve Fund with one "Capital projects Fund." 

-
-



-_. . I 
Revenue - Funding sources for this fund include bond proceeds, proceeds from the 
sale of equipment, insurance proceeds, grants, donations, PL81-874, a property taxI 
levy, non-levy revenues, and some state match based on GTB eligibility. At this 
point the state's share of this fund and the bus purchase fund would be financed 
by a 5 mill statewide levy. 

Voter approval would be requir;d for all projects in this fund, no matter what thei 
funding source. Voters would approve the funding source for a project, including 
property tax levies for specific projects and/or purposes, at the time the project l_ 

is approved. A levy could be approved for up to 20 years as is the case with the~-
existing Building Reserve Fund. . 

Districts must do the projects authorized by the voters. However, if priorities I 
change or there are excess funds from a project, the trustees could transfer funds -
from one voter-approved project to another with a 2/3's vote of the board. Except 
that unspent bond proceeds must be transferred to the debt service fund to retirel_ 
the bonds when the project for which the bonds were issued is completed. ~ 

Reserves - There will be no minimum/maximum operating reserve in this fund. 

Expenditures - Buildings, furnishings for new buildings, additions, renovations, I 
teacherages, any costs associated with land acquisition, major infrastructure 
systems (heating, plumbing, etc.), and other building-related projects approvedl~ 
by the voters will be paid for from the Capital Projects Fund. The cost of new 
construction, land acquisitions, and major renovation projects must be paid from 
this fund, and cannot be paid for from the general fund. 

All the projects paid for from this fund require voter approval, regardless of thel 
funding source for the project. Emergency repairs and equipment purchases would. 
continue to be made from the general fund, unless equipping a new building. I 
Appropriations, or project budgets, would continue for the life 
The accounting for a particular proj ect would show current 
expenditures, as well as the budget balance remaining. 

NEW BUS PURCHASE FUND 

Changes the bus depreciation fund to a "Bus Purchase Fund." 

of the project. 
and prior year I 

I 
ExPenditures - A district may buy new or replacement buses and equipment relatedJ 
to pupil transportation, such as two-way radios and camcorders, from this fund. I 
The district may buy buses outright or incur debt (borrow) for bus purchases. 

Revenues - Bus purchases, or debt service on funds borrowed to purchase a bus, I 
will be funded with a permissive levy or any non-levy revenue available to the 
district including P.L. 874, proceeds from the sale of a bus, insurance proceeds, 
grants, or donations. The permissive levy would be matched, in part, based on~ 
the district eligibility for GTB. The district may buy buses outright or I 
accumulate money in this fund to purchase buses and transportation- related 
equipment. I 

I 
] I 



·• 1.S will be a budgeted fund. Each item in the budget would show the amount 
,~cumulated for the project in prior years plus the amount to be raised through 
:)roperty taxes in the current year. 

_ep the language in 20-10-147(4),MCA that allows for the transfer of the fund 
Jalance to another fund of th~district contingent upon voter approval. 

TUITION FUND 
• 
'~is fund is eliminated. Expenses related to tuition will be paid from the 
_strict's general fund or from county equalization revenues (out - of - county 

.tition and out-of-state tuition) . 

RETIREMENT FUND 

-he county and district retirement funds and the countywide mill 
:etirement are eliminated. Costs associated with the present retirement 

:: paid from the general fund. The statewide 55 mills levied to 
lIIIIPundation program will increase accordingly. 

DISTRICT TRANSPORTATION FUND 

levy for 
fund will 
fund the 

~le district transportation fund is eliminated. All costs associated with the 
)rovision of transportation services to and from school will be paid from the 
istrict's general fund. '. -'he state reimbursement will be deposited in the district's general fund without 
estriction (i.e., no requirement that reimbursement be used only for 

,.ransportation purposes and no recapture of unexpended amounts.) 

THER CHANGES INTENDED TO SIMPLIFY SCHOOL FINANCE 

·"Jdget amendments - Districts will not have to petition the State Superintendent 
-0 adopt an amendment, except for amendments for enrollment increases which 
.ncrease state aid, but will continue to be required to send OPI a copy of the 

.-esolution for all adopted amendments. 

~~B - Eliminate the time lag for ANB funding by requiring two counts, one on 
_~ctober 1 and one on February 1. 

:FFECTIVE DATE 

-.'he bills effective date should be July 1, 1994 and will apply to budgets and 
.evies for school year 1994-95. 

-
-
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SCHOOL FUNDING REFORM 
____ .. ~_~_=';S~ ... -:. __ r. -;". r~ I~' 

Retirement in the General Fund I 
The conditions necessary to have retirement in the general fund and through

l
, 

the schedules are: 

1. Permissive levy only to fund the balance of the general fund. 

2. No caps on the general fund. 

3. Permissive levy power equalized. 

4. No voted levy in the general fund. 

Why have retirement in the general fund? 

The great majority of the salaries for school districts are in the general 
fund. It is much easier to account for retirement expenditures in the same I" 
fund as the salaries. The present system requires the employee share of' 
retirement to be withheld from salaries in each fund and the district share 
of retirement to paid from the retirement fund. ~ -are power equalized, Because the general fund levies and non-levy revenue 
there will be improved equalization. 

Retirement levies are presently per.missive without caps. General fund levies I 
are per.missive without caps under this proposal. so that would not change. 
The Office of Public Instruction will not support retirement in the schedules, 
if the general fund budget is capped. I 
Salaries outside the: general fUI;d, for example feder,al funded salaries, w~ll!~ 
have to carry thelr own retlrement costs. ThlS should be happenlng jI 
presently, but some districts charge these costs off to the county retirement. 
fund. 

I Equalizatiuon of the general fund will improve with this equalized revenue. 
in the general fund instead of in a separate fund. 

Costs associated with salaries should be in the same fund as the salaries so I 
total cost of staff is accurately reflected. 

Why have retirement in the schedules? 

Retirement 
salaries. 
schedules. 
schedules. 

is a cost of doing business, just like heat, textbooks, and 
We make no distinction for any of the other costs in the !;"ci 
This expense and revenue should be funded equitably through the. 

Work is saved at the district and state level by having retirement in the = 
schedules. No separate budget or levy would be required for this fund. 
Payroll accounting at the district would be greatly simplified. Counties 
would not have to have a separate levy for this revenue. ;t;: 

II 



The requirement for two separate GTB calculations and distributions is 
eliminated. Separate accounting and recapture of GTB for this fund is 
eliminated. 

Public disclosure of costs of education will be improved. , The present system 
tends to understate the cost of providing education with salaries in one fund 
and retirement benefits i~ another. 

Schools will have greater flexibility in the allocation of revenue within the 
education fund if this money comes through the schedules~ 
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