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SENATE WAYS AND MEANS COWM TTEE

TRANSCRI PT
OF
PROCEEDI NGS,

beginning at 1:15 p.m on the 22nd day of WMarch,
2016, in Room 548S, Kansas State Capitol Buil ding,
Topeka, Kansas, before the Senate Ways and Means
Comm ttee consisting of Chairman Ty Masterson,
Senator Jim Denning, Senator Laura Kelly, Senator
Marci Franci sco, Senator Jeff Melcher, Senator Tom
Arpke, Senator Dan Kerschen, Senator Steve
Fitzgerald, Senator Larry Powell, Senator Caryn

Tyson and Senator M chael O Donnell.
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CHAI RVAN MASTERSON: The ot her main task
for today, which was in response and consi deration
of sone of the findings of fact, we had -- the
| egi sl ati ve budget net yesterday wth all of the
i nterested parties, | thought was quite
i nteresting and informative. W took a, a bil
and introduced it that we believe answers sone
findings of fact. This bill really is in response
to four things that struck nme yesterday that were
findings of fact that | think we can answer and
get testinony fromthe Departnent and
departnent's, both fromthe Conm ssioner of
Education and from Deputy Dennis, fromthe other
| nterested groups, fromresearch and advi sors,
three things junped out. The changes in the
formul a, whether it was the capital outlay fornula
or the LOB fornmula or the 82 or the 25, those were
all political decisions not based in policies, so,
there was a call for some sinplification and |I'm
goi ng to have Jason cone up and explain this bil
for that.

The second thing that junped out, that even
t hough hold harmess on its face can appear to fly
In the face of equity because you're hol ding an

entity harm ess, that there was even -- there was
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consensus anong all the groups that that was not
just an acceptabl e conponent but a critical and
necessary conponent.

The third finding of fact was that there was
an interest in or that there mght be a role for
the departnent itself in how sone of the
distributionis, is handled to the districts; and
the fourth one, it was interesting fromall the
educati on, everyone that represented education as
a whol e was that they wanted to see a, an end to
the uncertainty and all the | egal actions as nuch
as we did and that they wanted a | ong-term
solution to this thing. So, that is -- this
obviously is just a response to the court, but |
think it's apparent as soon as we dispatch of this
busi ness that we get down to the busi ness of
creating that |ong-term sol ution.

Wth that, today |I'm opening a hearing on SB
515. | do not plan to close this hearing. W'l]I
carry over to tonorrow for two reasons. | wanted
to open it so the public's aware. | wanted to
open with the bill's explainer so all the
districts wll have an opportunity to look at it,
evaluate it, maybe talk to their boards this

evening. We will continue the hearing in the
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norning at which I wll accept new conferees on
the subject natter because our tine frane is
relatively tight. | just wanted -- it was an
attenpt to get as nuch information to the public
as soon as possi bl e.

So, with that | amgoing to actually open the
hearing on SB 515 and for the bill explainer,
Jason Long.

MR. LONG Thank you, M. Chairnman,
menbers of the conmttee. You have a coupl e of
docunents actually at your seat. One is the bil
itself, Senate Bill 515, and the other is a
Mermor andum from ny office briefly summari zi ng the
contents of the bill. This bill, simlar to the
bill you heard | ast week, establishes statutory
formul as for supplenental general state aid and
capital outlay state aid for school year '16-'17.
Under current |aw, as we discussed |ast week, a
portion of the block grant that school districts
receive under current law is the suppl enental
general state aid that the districts received for
school year '14-'15 and that's for equalization of
the |l ocal option budgets property tax |evy that
school districts can |levy on the taxable tangible

property in the district.
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Section 2 of Senate Bill 515 would establish
a statutory fornula for determ ning that
suppl enental general state aid. This fornula is
the sane one that in years past was used for
capital outlay state aid, so, if you recall that
one, as |'msure you all do, we take the assessed
val uation per pupil, round it to the nearest
t housand dol |l ars, create our schedule, find our
medi an point. That has a state conputation
percentage of 25 percent. So, any district at
t hat nedi an poi nt woul d have 25 percent tines
their |l ocal option budget would be their
suppl enental general state aid. |f you're above
that, you're wealthier, you go down by a
percentage point for every thousand doll ar
i ncrenent. |f you go below that, you're a poorer
district, you increase your percentage by one
percentage point for every thousand doll ar
i ncrement. So, your final percentage point where
you fall on that schedule, they get nultiplied by
your | ocal option budgets and that is the anpbunt
of suppl enental general state aid that you woul d
receive for school year '16-'17 under Senate Bill
515. That section is a part, is nmade a part of

the CLASS Act for the next school year and would
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sunset at the sane tine as the CLASS Act on June
30th of 2017.

Then the bill also in Section 3 establishes a
statutory fornmula for capital outlay state aid.
Agai n, as we discussed earlier, currently capital
outlay state aid is a portion of the block grant
for this school year. Under 515 for next school
year it would follow a statutory fornmula. That
statutory fornmula is the sane one as it was prior
to Senate Bill 7 enactnent |ast year, so, we went
back to the 72-8814 fornula, the sane one as |
j ust explained for supplenental general state aid.
So, we find the percentage based on the rounded
AVPP, multiply that by the anmpunt of capital
outlay tax levy and that's the school district's
capital outlay state aid.

Then Section 4 of the bill is sonmething you
haven't seen before. This is school district
equal i zation state aid. | think in the vernacul ar
it may be called the hold harml ess state aid for
school year '16-'17. To qualify for this
additional equalization state aid the school
district's total supplenental and capital outlay
state aid for '16-'17 has to be | ess than what
t hey recei ved through the bl ock grant for
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suppl enrental and capital outlay state aid. So,
they're receiving | ess next year than what they
received this year. |If that's the case, then
they're eligible for this additional equalization
state aid and the anpbunt is equal to that

di fference between next year and this year. W're
just | ooking at the supplenental and capit al
outlay state aids there in that cal cul ation.

Section 6 of the bill anends the bl ock grant
cal cul ation for next year sinply because we're
t aki ng the suppl enental general state aid and
capital outlay state aid out of the block grants,
distributing it to the districts through separate
appropriations, so, there has to be a different
cal cul ation of what the districts receive under
the bl ock grant for next school year and that's
done in Section 6 of the bill.

Section 7 anends the statute regarding the
extraordi nary needs fund that was established in
Senate Bill 7. As you recall, under current |aw
districts submt an application for extraordinary
need to the State Finance Council and then that
application is approved or denied by the State
Fi nance Council. This admnistrative capacity is
being shifted in Senate Bill 515 to the State
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Board of Education, so, districts would then next
year submt their applications for extraordinary
state aid to the State Board of Educati on who
woul d revi ew and may conduct a hearing and al | ow
t he applicant school district to come and submt
testinony to the State Board.

"Il also point out on page 10 of the bill,
line 16 through 19, that in addition to the
current statutory considerations for extraordinary
need I'mgoing to tal k about, you know, increase
in enroll nment growth, substantial drops in
assessed val uation or other unforeseen acts, those
are the three current ones. |In addition to those
three the State Board may al so consi der whet her
t he applicant school district has reasonably equal
access to substantially sim/lar educational
opportunity through simlar tax efforts. So, they
can |l ook at the equitable funding of the school
district as a consideration for providing
extraordi nary need under this section.

|'"d al so draw the commttee's attention on
page 10, lines 31 through 34, the proceedi ngs of
the State Board of Education under this section
are to be conducted in accordance with the Kansas

Adm ni strative Procedure Act and any action of the
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State Board is subject to review under the Kansas
Judi ci al Revi ew Act.

| also finally point out that this, the
extraordinary need fund is a appropriated anount
in Section 1 of just over 15 mllion dollars.
There is no transfer of that 0.4 percent to the
extraordinary need fund. That anount is still
taken into consideration for determ ning the block
grant, but now the extraordi nary need fund has a
finite nunber of 15,167,962 dollars for school
year '16-'17.

And then finally Section 8 of Senate Bill 515
anends the, what was -- what is currently a
nonseverability provision for the CLASS Act and
anends that statute to make provisions of the
CLASS Act severable, so that if any provision,

i ncludi ng any provision of the new Sections 2, 3
or 4 is found unconstitutional by the court, then
t hose provisions may be severed and the rest of
the Act may be continued in full force and effect
for school year '16-'17.

The bill would becone effective on July 1 of
2016 if enacted and with that, M. Chairman, |'1]|
stand for any questions.

CHAI RVAN MASTERSON: Make an announcenent
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to the conmttee, there is -- we do have unusually
a transcriptionist today as we are dealing with --
she's over here and transcribing our neetings
we've had -- it becane apparent that our nornal
proceedi ngs, commttee mnutes and things of that
nature, were not accepted or seen as evidence hy
the court, so, we are sinply trying to establish a
record of our actions, so, with that | wanted
everybody to be aware and won't be caught off
guar d.

Nunber two, we will have conferees in the
nmorning and I will plan to work the bill tonorrow
af ternoon and today our sole w tness, our sole
conferee is Jason, so, questions with the bill and
Its technical structure need to be asked of Jason
today. So, with that, conmttee, | wll open for
guestions for Jason, conmttee questions. Senator
Kel |y.

SENATOR KELLY: Thank you, M. Chair.
| "' m | ooki ng on page 10. You gave sone additi onal
expl anation on subsection 4 on there, in |ieu of
any of the foregoing considerations. Can you
explain that in English what that nmeans? An
exanpl e, for instance.

MR. LONG So, the |anguage there is the

10
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equity standard that the Suprene Court has held is
a part of the constitutional obligation for
fundi ng public education and, so, ny understandi ng
of this language is that if the applicant school
district feels that it's not receiving its
equi tabl e distribution of state fundi ng pursuant
to this standard that the court has espoused, then
It can apply to the State Board and the State
Board nay consider that as one of the
consi derations for granting extraordi nary need
under this section fromthat pool of noney that's
been appropriated for extraordi nary need fund.

SENATOR KELLY: So, what does sim |l ar tax
effort nean?

MR. LONG That's a very good question,
Senator, as to what simlar tax effort neans. |
beli eve there are probably several opinions on
that, 'cause the court wasn't entirely clear on,
on what kind of neasure could be used to determ ne
what i s reasonably equal access, substantial and
simlar educational opportunity through a simlar
tax effort. W didn't get a |ot of clear guidance
fromthe court in their last opinion on howto
measure that, so, I'mnot entirely sure howto

answer your question as to what is simlar tax
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effort. Qher -- one opinion -- well, | just want
to leave it at that 'cause we didn't have nuch
gui dance fromthe court on that.

SENATOR KELLY: So, there wasn't a
t hought that nmaybe we ought to define it in here
| nstead of just using nebul ous words?

MR LONG It is not defined in the bill.
| can't speak to the intent of the requester as to
its exclusion or inclusion in the bill.

SENATOR KELLY: And then on line 30
through 34. This is really a question for ny
information. What -- this says it will be subject
to review in accordance with the Kansas Judi ci al
Revi ew Act. Wat does that nean?

MR. LONG That neans that if the school
district that applies feels aggrieved by the State
Board's decision on their application they can
seek review of that State Board' s deci sion
t hrough, by submtting a petition to the district
court to review the State Board's decision on its
application under this section.

SENATOR KELLY: And then |ast question at
| east for nowis on the first page we are actually
decreasi ng the anount appropriated for the

extraordi nary needs fund, 17.5 to 15.1, and then |



3/22/2016 TRANSCRIPT OF PROCEEDINGS 13

© 00 ~N oo o b~ w Nk

N NN N NN R R R R R R R R R
ga A W N P O O 0o N o o0 M W N+ O

notice over on the -- this cane fromthe
Departnent of Education, it's got capital outlays,
suppl enental LOB state aid, hold harnless, and
then growth. So, two million dollars in growth.
What, what is that to be spent on and who -- how

I s that appropriated?

CHAl RMAN MASTERSON: | m ght be able to
explain that fromdi scussions in the devel opnent
of this as well. The hold harnl ess provision as
it was devel oped required two mllion nore dollars
to hold everybody truly harm ess, so, the
extraordi nary need noney was reduced by the anount
of noney needed inside the formula to fully fund a
hol d harml ess equalization provision. The two
mllion in growh, the way | understand that from
the departnent, is sinply going back to a fornula
base. There's potential changes within a
district, they can nmake sone changes to what those
equal i zati ons pay out fromthe tine that we pass
this to the tine it pays out and that was an
estimation fromthe departnent of what that growth
may be to try to give the commttee an indication
of what the total nut, if you wll, would be for
the entire bill. And also going back to the

| anguage you had inquired upon, it was -- for
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those of us that were foll ow ng what was finding
of facts yesterday and trying to listen to the
departnent and to the interested parties, wth the
hesitancy -- | don't believe the districts want to
be in a, quote-unquote, class action |awsuit any
nore than we do. W're trying to create
potentially an adm nistrative function, if you
will, by which a district could apply to the
departnment for two reasons. One, they're here
year-round. They're an entity that is solely
focused on that issue versus the |egislature,
which is only a portion of the year and have to go
home. So, we're hoping to create a nethod, if you
will, by which they could have an adm nistrative
appeal and get immedi ate response in a given year.

Commttee, further questions? Senator Francisco.

SENATOR FRANCI SCO.  Thank you, M. Chair.

| always think it would help if |I'd served sone on
t he education conmttee before |I | ooked at these
formul as, but | know one of the concerns that
exists is wwth regard to the | ocal option budget
aid. In this case people are losing that aid, is
that right? | see all negative.

MR. LONG Are you referring to the

departnent's spreadsheet ?

14
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SENATOR FRANCI SCO. Right, and I -- |I'm
wonderi ng what happens, you know, one of the
guestions -- I'mjust going to go back to Senate
Bill 512 -- was that you could be awarded | ocal
option budget aid, but it wouldn't nmean that the
school woul d have any nore funding to spend
because that woul d be used for property tax
relief. So, how does this bill address concerns
of property tax relief and in the hold harnl ess
paynents? O really -- yes, because that is stil
part of |ocal option budget.

MR. LONG The hold harmess is
equal i zation state aid to be distributed to the
school districts and in ternms of its effect on, on
the property tax rates going up and down, was that
your question?

SENATOR FRANCI SCO  No, the noney that
actually gets to the school. 1In Senate Bill 512,
as | understand it, you know, noney was all ocated
for | ocal option budget equalization, but sone of
t hat noney was then used as property tax relief
rat her than noney that went to the schools.

MR LONG Well, this would work in
simlar fashion in that school districts adopt a

| ocal option budget and that's made up of both
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what they raise locally and what the State

provi des as equalization. So, to the extent that
the State is providing nore equalization next
year, then the property tax that they can levy is
going to go down, so, the school districts would
have | ess -- you know, you would see property tax
relief in that school district because nore of

t hat pot of noney, that supplenental general fund,
is made up for with the equalization state aid
fromthe State and that will vary district to

di strict depending on what their cap is currently
for LOB, what their local |levy is making up that,
their portion of the LOB.

SENATOR FRANCI SCO  So, these estimted
paynments for hold harnl ess, do sone of those go to
make up the LOB aid? Wat can -- or are those
di rect nonies to the schools? | think that's ny
question is what does the school end up wth?

CHAI RVAN MASTERSON: I f | mght, the hold
harm ess equalization aid, if you' re one getting a
hol d harm ess that is an anmount of noney bringing
you up to where you woul d have been, so, it would
have no effect necessarily on your |ocal tax.
Those districts that would receive nore woul d have

nore noney through this equalization fornula,
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woul d see a potential change in their |ocal rate,
but it would be along the |ines of what the court
are asking for. It would be a narrow ng of the
pol es, the highest and |l owest. You would see sone
changes that should bring that cl oser together
because they' d be receiving nore aid.

SENATOR FRANCI SCO I'll study these
nor e.

CHAI RVAN MASTERSON:  Senat or Mel cher.

SENATOR MELCHER:  Thank you, M.

Chai rman. Jason, when you were giving that

expl anation of those conponents and you cane up
wth a total of those and said that the, as nore
noney i s added in one bucket the other one has to
be reduced providing for property tax relief, is
t hat because if that were used to increase that
nunber then it would put us at odds with the
courts where we woul d be outside of equalization
agai n?

MR LONG No. | believe it's based on
your LOB budget authority. You can only levy --
you can only -- you're subject to law as to how
much you can adopt as a | ocal option budget based
on the prior school finance fornmula and, so, you

can only have that nuch budget and, so, to the
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extent that a portion of that budget is provided
for through equalization state aid to the

suppl enental general state aid comng fromthe
State, you can't raise nore noney, otherw se you
woul d be goi ng over what you are |legally capped at
in terns of the |local option budget. That's why
it results in a, in a decrease in property tax.

SENATOR MELCHER: But if they were
all owed to exceed that, would that then be in
conflict with what the court has asked for?

MR LONG If they were allowed to
mai ntain their sane tax |evy and get the
equal i zation on top so that it actually popped the
LOB cap above the current statutory anmount?

SENATOR MELCHER: Correct.

MR LONG Well, you would have
additional tax |levy by school districts which
brings in other considerations with respect to the
equity concerns that the court has raised with
school finance. So, | guess this bill keeps that
in the status quo in terns of noving forward so as
not to raise any additional issues wth respect to
equity?

SENATOR MELCHER: So then if you were
al l owed to pop that cap then that woul d put that

18
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particular district outside of equity that the
courts have dealt with, is that right?

MR. LONG Yeah. You would potentially
have sone additional equity issues since you're
authorizing additional tax |levy authority to
school districts that hasn't been authorized, you
know, that wasn't authorized this school year.

So, certain school districts, to the extent that
they could, could raise their tax |levy and that
woul d then have inplications on what the State's
obligation for equalizing those |ocal tax |evies
are.

SENATOR MELCHER: Ckay, thank you.

CHAl RVAN MASTERSON:  Jason, on that
guestion nyself, do you have any concerns given
the testinony yesterday or in your opinion, as the
court said, reviving the two rel evant portions.

Do you have any concerns about us noving to the
simlar fornmula for the pot of equalized funds?

MR. LONG The court's |anguage dealt in
terns of what the court stated would conply with
the equity standard was reinstituting the fornul as
fromthe prior school finance |Iaw for each one.
The court, however, was silent as to -- | think it

was silent as to distinguishing the two

19
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equal i zation forrmul as and why two different
formul as were, were to be applied in the two
different tax levy areas and | think the court was
also silent as to the ability to apply a broad,
uni form equalization fornmula to all |ocal tax-

| evying authority granted by the State. That's
the best | can do in ternms of -- | don't know if
concerns is the right term but there's certainly
-- there was no | anguage in the court's opinion
approving what's in 515 explicitly in terns of
applying the capital outlay state aid fornula to
suppl enment general state aid determ nation.

CHAI RMVAN MASTERSON: So, the other --
severability is newin this bill and for those
that were involved in the | anguage devel oping this
bill, the consensus anong those were that
equalization in and of itself is such a small part
of the overall pie, if you wll, of equal funding
that we wanted to nmake sure that if for whatever
reason the courts had issue wth any snmaller piece
of the pie, that they wouldn't close the doors on
the entire pie. So, could you elaborate a little
bit on how that severability actually works in
this bill.

MR. LONG Well, yeah, the anmendnent of
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72-6481 would take it to a nore traditional
severability provision as opposed to a
nonseverability provision, which it is in current
| aw, and when we say severability, that sinply
means that if a court is to review the Act because
there's a challenge to let's say the
constitutionality of the Act and there's a
chal l enge in particular as to one particular
provi sion of that Act and the court finds that
provi si on unconstitutional by having a
severability provision, the legislature is telling
the court that the legislature's intentionis to
allow the rest of the Act to still have full force
and effect going forward and sinply cut off the
unconstitutional provision, sever it as it would,
fromthe rest of the Act, but allow the rest of
the Act to continue in full force and effect
noving forward and, so, that's what the anendnent
to 72-6481 in this bill would be telling the court
Wi th respect to the CLASS Act.

CHAI RMAN MASTERSON:  Senat or Denni ng.

SENATOR DENNI NG Thank you, M.
Chai rman. Jason, | think the chairman just asked
this question, but | want to ask it just so | can

get it straight inny, inny mnd. The capital

21
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outlay formula, you say it's in House Bill 2731,
but it's the sane capital outlay fornula that we
used prior to Senate Bill 77

MR LONG Yes. It is the -- it is the
sane fornula that was in K S. A 72-8814 prior to
its repeal under Senate Bill 7.

SENATOR DENNI NG So, that fornula' s been
in place for a while, so, it's passed the
constitutional nuster as far as we can determ ne?

MR LONG Well, the court indicated that
a return to that fornula that you see here in 515
for capital outlay state aid would neet the
equi tabl e standard that the court has, has laid
out for satisfying the Constitution obligations as
far as Section 6.

SENATOR DENNING  And then if |
understand correctly, the suppl enental
equal i zation is very simlar in mathematical |ogic
that the capital outlay calculation is?

MR. LONG Under 515, yes, it's the sane
cal cul ation using the assessed val uation per pupi
for the school district to arrive at a state aid
conput ati on percent age.

SENATOR DENNI NG  And as far as the

medi an assessed, is that in both capital outlay
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and suppl enent al ?

MR LONG [|In 515, yes.

SENATOR DENNING I n 515. Thank you, M.
Chai r man.

CHAI RMVAN MASTERSON: On that subj ect
matter, those trying to conpile the bill and
respond in an appropriate manner felt that what we
wanted to use was a fornula that had been
predeterm ned by the court to be a proper nethod
mat hematically to cal cul ate equalization and apply
that equally. Further questions?

Seei ng none, |'ve had a request from one
nenber, Dale, would you be available to at | east
just explain the run? You have a run, so people
understand, that are district by district
conparisons just for the overnight. Wl cone you
back with the conferees tonorrow, but had a
request for you to just explain the paperwork, if
you will, so that we can set that overnight.

Thank you for being wlling.

MR DENNIS: Yes, sir. Let's go, if you
woul d, pl ease, you should have three printouts?
You just have the summary?

CHAI RMAN MASTERSON: | think they just

have the summary, Dale. The printouts, by the
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way, three printouts would be an individual one,
each of these colums for those --

MR. DENNIS: That's avail able on the web
i f you want it, and the printout you have before
you in the first colum is capital outlay and that
Is very simlar to the current law. It's tied to
the nmedian at 25 percent. W conputed that for
each district based on the | atest valuation we
have and the mll levy. Now, the chairnman
menti oned about we allowed a little bit for
growh. The LOB mll|l levies could grow. You wth
me? Sonebody maybe at five mlls, they want to go
to six or seven mlls and that could affect that,
so, we allowed a little bit to cover that. The
LOB right nowis at the 81st percentile
theoretically and we changed that this year, '15-
'16, as part of the block grant and it's conputed
under the same fornmula in colum two. Instead of
the 81st percentile, the nedian is set at 25
percent and it goes up and down in thousand doll ar
intervals just |ike Jason nentioned. So, that's
in colum two. Since you're dropping from81 to a
| ower level, the nedian's at 25 percent, those
rates, you're going to see a | ot of m nuses when

you |l ook at that. Colum three, we've total ed up
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the capital outlay and the LOB and you're going to
see a lot of mnuses there. Then in colum 4 is a
hol d harm ess. That brings you back up to where
you started out, so, you break even and the --
that is referred to | think as -- what did we call
that in the bill? State school equalization aid
or sonething. Anyway, that's going to the general
fund. That's hold harml ess. That brings you back
to where you were in the current year. And you
may want to take a | ook at those. Those printouts
are online, they're available, we'll give you
copies if you have trouble finding them but each
one of them there's a printout for colum 2,
colum 3, and then colum -- the [ast one is the
sunmary.

CHAl RMAN MASTERSON: So with that, Dale
will also be here in the norning and be able to
answer questions. |s there a question on the --
Senat or Powel | .

SENATOR POWELL: Thank you, M. Chairnman.
What if 1t's all zeros, what does that nean?

MR. DENNIS: That neans you're rather
af fluent in valuation and you don't get any
capital outlay state aid, don't get any LOB state

aid, and therefore there would be no grandfat her
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clause. So, and I want you to know you're going
to see sone changes in that valuation in sone
districts. Like out in your area, one | got
menori zed, like in Satanta, they won't get state
aid, but they lost half their valuation | ast year,
this year we're in right now.

SENATOR POWNELL: So, the bl ock grant,
they will get the sane anount they got |ast year?

MR. DENNIS: Yes, sir.

SENATOR POVWELL: Thank you. Thank you,
M. Chai r man.

CHAI RMAN MASTERSON:  And again, Dave wi |

be here -- Dale will be here in the norning.
Question from Senator Kelly.

SENATOR KELLY: You know, | don't serve
on education either and, so, this always puzzles
me. Are we essentially changing the |ocal option
budget fornul a?

MR DENNIS: Yes. The fornulais
changing fromthe 81st percentile concept we had
bef ore where you equalize up to 81st. W're
changing to the sane fornula that's in capital
outl ay, which neans at the nedi an percentage you
get 25 percent state aid and it goes up and down

in thousand dollar intervals. So, if you go up a

26
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t housand dollars nore in wealth, you | ose a
percent. The nore affluent you becone, you drop
one percentage point each --

CHAI RVAN MASTERSON:  The court in effect
had approved two different fornulas for
equalization. This bill would contenplate using
the single fornula.

SENATOR KELLY: So, the nunbers that
we're looking at in colum 2, could there be other
LOB aid that remains; that this is just the
reducti on based on the new fornmul a? W don't know
whet her this is what each of the school districts
Is actually getting?

MR. DENNIS: This is the anount of the
reduction, that's correct, and there could be sone
| eft. For exanple, on the cover sheet you'll
notice we reduced that 82 mllion dollars and the
appropriation | believe this year, 450,500,000 and
we reduced it down to 367 mllion, | believe it
s, okay? 367 sonething. So, that's on -- that's
on one of the, one of the printouts that has the
LOB onit. | think we, we -- you nay want to
take a I ook at that and we reduced it --

SENATOR KELLY: That's one of the runs on

this?
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MR. DENNIS: Yeah, and it's run nunber
126 and it drops from 450, 500,000 to 367, 582, 000,
a drop of 82.9 mllion. So, to give you an
exanple -- let nme grab one right quick-Iike. On,
t ake Seaman. Their block grant, 3.3, under this
formula they get 2.6. So, they get 714,000 in
hold harmess. So, they will still continue to
get sone.

CHAI RMAN MASTERSON:  That's where you'l
see, Senator Kelly, the hold harm ess state aid of
61 mllion. That is the difference between
roughly 59 mllion, which is the difference in
equal i zation, plus two mllion fromthe
extraordinary need fund to nake sure no district,
no district is harnmed. Senator Ml cher.

SENATOR MELCHER:  Thank you, M.

Chai rman. Wen |I'm | ooking at these runs it's
kind of rem niscent of alittle while back where
we had particular runs and then we got a surprise
| ater that those runs weren't actually reflective
of reality. Do we run that sanme risk here?

MR DENNIS: | don't think so, sir. No,
because we know what the assessed val uation is.
It's been certified, so, we know that. It

shoul dn't change much. It would be insignificant,
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any changes. The changes woul d be probably due to
ot her things. Assessed value is pretty well
| ocked i n.

SENATOR MELCHER: Well, | nean, it's
al ways related to other things, so, what --

MR. DENNI'S: You could have a m nor --
sonebody could decide to raise their capital
outlay | evy. Sonebody m ght open a new buil di ng,
get new facilities weighting, that would be a
smal | amount, and then you could have a little bit
of growth in virtual, virtual enrollnent, but it
shouldn't be large dollars. That's the reason we
put a couple mllion in there to take care of
potential growth so you woul dn't have surpri ses.

SENATOR MELCHER: So, do you expect any
of those other things to exceed two mllion?

MR DENNIS: Not at this tinme, sir. No,

Sir.

SENATOR MELCHER: What about |ater?

MR DENNIS: Wll, down the road five or
ten years, | nean, you know, two or three or four

years who knows, because | think this fornula ends
on June 30t h.

SENATOR MELCHER:  Thank you.

CHAI RVAN MASTERSON: Last question this
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afternoon, Senator Denning. Again, everybody wl|
be available in the norning. Senator Denning.
SENATOR DENNI NG  Thank you, M.
Chai rman. Again, Senator Ml cher's concern. The
way |'minterpreting this is it's very simlar to
a bl ock grant approach is where we're fixing the
formula for a year so we don't get a property
val uation surprise and fromthe testinony
yest erday when we were in deposition node there
was a superintendent that said that he supported
the bl ock grant nostly because it gave himtwo
years of certainty. He's in the budget planning
for next year. The governor has a budget
shortfall, so, he was worried about allocations,
but the reason why he was supportive is that it
gave hima two-year certainty, so, | think what
this does, it brings -- with the hold harmess it
brings it back basically to the bl ock grant nunber
that they've been planning on in their budget and
going forward, so, if this would go forward they
woul d have that nunber in their bl ock grant that
t hey have done their prelimnary budget work on
and they can conpl ete that work?
NEW SPEAKER. That woul d be correct, sir.
SENATOR DENNI NG  Thank you. Thank you,
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M. Chai r man.

CHAI RMAN MASTERSON:  Thank you, Dale, for
bei ng spontaneous for us there. So, Commttee, as
a remnder, we will beinat 8 a.m to continue
the hearing. W w |l have a transcriptionist as
well for tonmorrow. We will have the hearing in
t he norning, we have session, we wll cone back at
1:00 and it would be ny intention to work the
bill. Wth nothing further, we are adjourned.

( THEREUPON, the hearing adjourned at 2:00

p. m)
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 01            CHAIRMAN MASTERSON:  The other main task

 02  for today, which was in response and consideration

 03  of some of the findings of fact, we had -- the

 04  legislative budget met yesterday with all of the

 05  interested parties, I thought was quite

 06  interesting and informative.  We took a, a bill

 07  and introduced it that we believe answers some

 08  findings of fact.  This bill really is in response

 09  to four things that struck me yesterday that were

 10  findings of fact that I think we can answer and

 11  get testimony from the Department and

 12  department's, both from the Commissioner of

 13  Education and from Deputy Dennis, from the other

 14  interested groups, from research and advisors,

 15  three things jumped out.  The changes in the

 16  formula, whether it was the capital outlay formula

 17  or the LOB formula or the 82 or the 25, those were

 18  all political decisions not based in policies, so,

 19  there was a call for some simplification and I'm

 20  going to have Jason come up and explain this bill

 21  for that.

 22       The second thing that jumped out, that even

 23  though hold harmless on its face can appear to fly

 24  in the face of equity because you're holding an

 25  entity harmless, that there was even -- there was
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 01  consensus among all the groups that that was not

 02  just an acceptable component but a critical and

 03  necessary component.

 04       The third finding of fact was that there was

 05  an interest in or that there might be a role for

 06  the department itself in how some of the

 07  distribution is, is handled to the districts; and

 08  the fourth one, it was interesting from all the

 09  education, everyone that represented education as

 10  a whole was that they wanted to see a, an end to

 11  the uncertainty and all the legal actions as much

 12  as we did and that they wanted a long-term

 13  solution to this thing.  So, that is -- this

 14  obviously is just a response to the court, but I

 15  think it's apparent as soon as we dispatch of this

 16  business that we get down to the business of

 17  creating that long-term solution.

 18       With that, today I'm opening a hearing on SB

 19  515.  I do not plan to close this hearing.  We'll

 20  carry over to tomorrow for two reasons.  I wanted

 21  to open it so the public's aware.  I wanted to

 22  open with the bill's explainer so all the

 23  districts will have an opportunity to look at it,

 24  evaluate it, maybe talk to their boards this

 25  evening.  We will continue the hearing in the
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 01  morning at which I will accept new conferees on

 02  the subject matter because our time frame is

 03  relatively tight.  I just wanted -- it was an

 04  attempt to get as much information to the public

 05  as soon as possible.

 06       So, with that I am going to actually open the

 07  hearing on SB 515 and for the bill explainer,

 08  Jason Long.

 09            MR. LONG:  Thank you, Mr. Chairman,

 10  members of the committee.  You have a couple of

 11  documents actually at your seat.  One is the bill

 12  itself, Senate Bill 515, and the other is a

 13  Memorandum from my office briefly summarizing the

 14  contents of the bill.  This bill, similar to the

 15  bill you heard last week, establishes statutory

 16  formulas for supplemental general state aid and

 17  capital outlay state aid for school year '16-'17.

 18  Under current law, as we discussed last week, a

 19  portion of the block grant that school districts

 20  receive under current law is the supplemental

 21  general state aid that the districts received for

 22  school year '14-'15 and that's for equalization of

 23  the local option budgets property tax levy that

 24  school districts can levy on the taxable tangible

 25  property in the district.
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 01       Section 2 of Senate Bill 515 would establish

 02  a statutory formula for determining that

 03  supplemental general state aid.  This formula is

 04  the same one that in years past was used for

 05  capital outlay state aid, so, if you recall that

 06  one, as I'm sure you all do, we take the assessed

 07  valuation per pupil, round it to the nearest

 08  thousand dollars, create our schedule, find our

 09  median point.  That has a state computation

 10  percentage of 25 percent.  So, any district at

 11  that median point would have 25 percent times

 12  their local option budget would be their

 13  supplemental general state aid.  If you're above

 14  that, you're wealthier, you go down by a

 15  percentage point for every thousand dollar

 16  increment.  If you go below that, you're a poorer

 17  district, you increase your percentage by one

 18  percentage point for every thousand dollar

 19  increment.  So, your final percentage point where

 20  you fall on that schedule, they get multiplied by

 21  your local option budgets and that is the amount

 22  of supplemental general state aid that you would

 23  receive for school year '16-'17 under Senate Bill

 24  515.  That section is a part, is made a part of

 25  the CLASS Act for the next school year and would
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 01  sunset at the same time as the CLASS Act on June

 02  30th of 2017.

 03       Then the bill also in Section 3 establishes a

 04  statutory formula for capital outlay state aid.

 05  Again, as we discussed earlier, currently capital

 06  outlay state aid is a portion of the block grant

 07  for this school year.  Under 515 for next school

 08  year it would follow a statutory formula.  That

 09  statutory formula is the same one as it was prior

 10  to Senate Bill 7 enactment last year, so, we went

 11  back to the 72-8814 formula, the same one as I

 12  just explained for supplemental general state aid.

 13  So, we find the percentage based on the rounded

 14  AVPP, multiply that by the amount of capital

 15  outlay tax levy and that's the school district's

 16  capital outlay state aid.

 17       Then Section 4 of the bill is something you

 18  haven't seen before.  This is school district

 19  equalization state aid.  I think in the vernacular

 20  it may be called the hold harmless state aid for

 21  school year '16-'17.  To qualify for this

 22  additional equalization state aid the school

 23  district's total supplemental and capital outlay

 24  state aid for '16-'17 has to be less than what

 25  they received through the block grant for
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 01  supplemental and capital outlay state aid.  So,

 02  they're receiving less next year than what they

 03  received this year.  If that's the case, then

 04  they're eligible for this additional equalization

 05  state aid and the amount is equal to that

 06  difference between next year and this year.  We're

 07  just looking at the supplemental and capital

 08  outlay state aids there in that calculation.

 09       Section 6 of the bill amends the block grant

 10  calculation for next year simply because we're

 11  taking the supplemental general state aid and

 12  capital outlay state aid out of the block grants,

 13  distributing it to the districts through separate

 14  appropriations, so, there has to be a different

 15  calculation of what the districts receive under

 16  the block grant for next school year and that's

 17  done in Section 6 of the bill.

 18       Section 7 amends the statute regarding the

 19  extraordinary needs fund that was established in

 20  Senate Bill 7.  As you recall, under current law

 21  districts submit an application for extraordinary

 22  need to the State Finance Council and then that

 23  application is approved or denied by the State

 24  Finance Council.  This administrative capacity is

 25  being shifted in Senate Bill 515 to the State
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 01  Board of Education, so, districts would then next

 02  year submit their applications for extraordinary

 03  state aid to the State Board of Education who

 04  would review and may conduct a hearing and allow

 05  the applicant school district to come and submit

 06  testimony to the State Board.

 07       I'll also point out on page 10 of the bill,

 08  line 16 through 19, that in addition to the

 09  current statutory considerations for extraordinary

 10  need I'm going to talk about, you know, increase

 11  in enrollment growth, substantial drops in

 12  assessed valuation or other unforeseen acts, those

 13  are the three current ones.  In addition to those

 14  three the State Board may also consider whether

 15  the applicant school district has reasonably equal

 16  access to substantially similar educational

 17  opportunity through similar tax efforts.  So, they

 18  can look at the equitable funding of the school

 19  district as a consideration for providing

 20  extraordinary need under this section.

 21       I'd also draw the committee's attention on

 22  page 10, lines 31 through 34, the proceedings of

 23  the State Board of Education under this section

 24  are to be conducted in accordance with the Kansas

 25  Administrative Procedure Act and any action of the
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 01  State Board is subject to review under the Kansas

 02  Judicial Review Act.

 03       I also finally point out that this, the

 04  extraordinary need fund is a appropriated amount

 05  in Section 1 of just over 15 million dollars.

 06  There is no transfer of that 0.4 percent to the

 07  extraordinary need fund.  That amount is still

 08  taken into consideration for determining the block

 09  grant, but now the extraordinary need fund has a

 10  finite number of 15,167,962 dollars for school

 11  year '16-'17.

 12       And then finally Section 8 of Senate Bill 515

 13  amends the, what was -- what is currently a

 14  nonseverability provision for the CLASS Act and

 15  amends that statute to make provisions of the

 16  CLASS Act severable, so that if any provision,

 17  including any provision of the new Sections 2, 3

 18  or 4 is found unconstitutional by the court, then

 19  those provisions may be severed and the rest of

 20  the Act may be continued in full force and effect

 21  for school year '16-'17.

 22       The bill would become effective on July 1 of

 23  2016 if enacted and with that, Mr. Chairman, I'll

 24  stand for any questions.

 25            CHAIRMAN MASTERSON:  Make an announcement
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 01  to the committee, there is -- we do have unusually

 02  a transcriptionist today as we are dealing with --

 03  she's over here and transcribing our meetings

 04  we've had -- it became apparent that our normal

 05  proceedings, committee minutes and things of that

 06  nature, were not accepted or seen as evidence by

 07  the court, so, we are simply trying to establish a

 08  record of our actions, so, with that I wanted

 09  everybody to be aware and won't be caught off

 10  guard.

 11       Number two, we will have conferees in the

 12  morning and I will plan to work the bill tomorrow

 13  afternoon and today our sole witness, our sole

 14  conferee is Jason, so, questions with the bill and

 15  its technical structure need to be asked of Jason

 16  today.  So, with that, committee, I will open for

 17  questions for Jason, committee questions.  Senator

 18  Kelly.

 19            SENATOR KELLY:  Thank you, Mr. Chair.

 20  I'm looking on page 10.  You gave some additional

 21  explanation on subsection 4 on there, in lieu of

 22  any of the foregoing considerations.  Can you

 23  explain that in English what that means?  An

 24  example, for instance.

 25            MR. LONG:  So, the language there is the
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 01  equity standard that the Supreme Court has held is

 02  a part of the constitutional obligation for

 03  funding public education and, so, my understanding

 04  of this language is that if the applicant school

 05  district feels that it's not receiving its

 06  equitable distribution of state funding pursuant

 07  to this standard that the court has espoused, then

 08  it can apply to the State Board and the State

 09  Board may consider that as one of the

 10  considerations for granting extraordinary need

 11  under this section from that pool of money that's

 12  been appropriated for extraordinary need fund.

 13            SENATOR KELLY:  So, what does similar tax

 14  effort mean?

 15            MR. LONG:  That's a very good question,

 16  Senator, as to what similar tax effort means.  I

 17  believe there are probably several opinions on

 18  that, 'cause the court wasn't entirely clear on,

 19  on what kind of measure could be used to determine

 20  what is reasonably equal access, substantial and

 21  similar educational opportunity through a similar

 22  tax effort.  We didn't get a lot of clear guidance

 23  from the court in their last opinion on how to

 24  measure that, so, I'm not entirely sure how to

 25  answer your question as to what is similar tax
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 01  effort.  Other -- one opinion -- well, I just want

 02  to leave it at that 'cause we didn't have much

 03  guidance from the court on that.

 04            SENATOR KELLY:  So, there wasn't a

 05  thought that maybe we ought to define it in here

 06  instead of just using nebulous words?

 07            MR. LONG:  It is not defined in the bill.

 08  I can't speak to the intent of the requester as to

 09  its exclusion or inclusion in the bill.

 10            SENATOR KELLY:  And then on line 30

 11  through 34.  This is really a question for my

 12  information.  What -- this says it will be subject

 13  to review in accordance with the Kansas Judicial

 14  Review Act.  What does that mean?

 15            MR. LONG:  That means that if the school

 16  district that applies feels aggrieved by the State

 17  Board's decision on their application they can

 18  seek review of that State Board's decision

 19  through, by submitting a petition to the district

 20  court to review the State Board's decision on its

 21  application under this section.

 22            SENATOR KELLY:  And then last question at

 23  least for now is on the first page we are actually

 24  decreasing the amount appropriated for the

 25  extraordinary needs fund, 17.5 to 15.1, and then I
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 01  notice over on the -- this came from the

 02  Department of Education, it's got capital outlays,

 03  supplemental LOB state aid, hold harmless, and

 04  then growth.  So, two million dollars in growth.

 05  What, what is that to be spent on and who -- how

 06  is that appropriated?

 07            CHAIRMAN MASTERSON:  I might be able to

 08  explain that from discussions in the development

 09  of this as well.  The hold harmless provision as

 10  it was developed required two million more dollars

 11  to hold everybody truly harmless, so, the

 12  extraordinary need money was reduced by the amount

 13  of money needed inside the formula to fully fund a

 14  hold harmless equalization provision.  The two

 15  million in growth, the way I understand that from

 16  the department, is simply going back to a formula

 17  base.  There's potential changes within a

 18  district, they can make some changes to what those

 19  equalizations pay out from the time that we pass

 20  this to the time it pays out and that was an

 21  estimation from the department of what that growth

 22  may be to try to give the committee an indication

 23  of what the total nut, if you will, would be for

 24  the entire bill.  And also going back to the

 25  language you had inquired upon, it was -- for
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 01  those of us that were following what was finding

 02  of facts yesterday and trying to listen to the

 03  department and to the interested parties, with the

 04  hesitancy -- I don't believe the districts want to

 05  be in a, quote-unquote, class action lawsuit any

 06  more than we do.  We're trying to create

 07  potentially an administrative function, if you

 08  will, by which a district could apply to the

 09  department for two reasons.  One, they're here

 10  year-round.  They're an entity that is solely

 11  focused on that issue versus the legislature,

 12  which is only a portion of the year and have to go

 13  home.  So, we're hoping to create a method, if you

 14  will, by which they could have an administrative

 15  appeal and get immediate response in a given year.

 16  Committee, further questions?  Senator Francisco.

 17            SENATOR FRANCISCO:  Thank you, Mr. Chair.

 18  I always think it would help if I'd served some on

 19  the education committee before I looked at these

 20  formulas, but I know one of the concerns that

 21  exists is with regard to the local option budget

 22  aid.  In this case people are losing that aid, is

 23  that right?  I see all negative.

 24            MR. LONG:  Are you referring to the

 25  department's spreadsheet?
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 01            SENATOR FRANCISCO:  Right, and I -- I'm

 02  wondering what happens, you know, one of the

 03  questions -- I'm just going to go back to Senate

 04  Bill 512 -- was that you could be awarded local

 05  option budget aid, but it wouldn't mean that the

 06  school would have any more funding to spend

 07  because that would be used for property tax

 08  relief.  So, how does this bill address concerns

 09  of property tax relief and in the hold harmless

 10  payments?  Or really -- yes, because that is still

 11  part of local option budget.

 12            MR. LONG:  The hold harmless is

 13  equalization state aid to be distributed to the

 14  school districts and in terms of its effect on, on

 15  the property tax rates going up and down, was that

 16  your question?

 17            SENATOR FRANCISCO:  No, the money that

 18  actually gets to the school.  In Senate Bill 512,

 19  as I understand it, you know, money was allocated

 20  for local option budget equalization, but some of

 21  that money was then used as property tax relief

 22  rather than money that went to the schools.

 23            MR. LONG:  Well, this would work in

 24  similar fashion in that school districts adopt a

 25  local option budget and that's made up of both
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 01  what they raise locally and what the State

 02  provides as equalization.  So, to the extent that

 03  the State is providing more equalization next

 04  year, then the property tax that they can levy is

 05  going to go down, so, the school districts would

 06  have less -- you know, you would see property tax

 07  relief in that school district because more of

 08  that pot of money, that supplemental general fund,

 09  is made up for with the equalization state aid

 10  from the State and that will vary district to

 11  district depending on what their cap is currently

 12  for LOB, what their local levy is making up that,

 13  their portion of the LOB.

 14            SENATOR FRANCISCO:  So, these estimated

 15  payments for hold harmless, do some of those go to

 16  make up the LOB aid?  What can -- or are those

 17  direct monies to the schools?  I think that's my

 18  question is what does the school end up with?

 19            CHAIRMAN MASTERSON:  If I might, the hold

 20  harmless equalization aid, if you're one getting a

 21  hold harmless that is an amount of money bringing

 22  you up to where you would have been, so, it would

 23  have no effect necessarily on your local tax.

 24  Those districts that would receive more would have

 25  more money through this equalization formula,
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 01  would see a potential change in their local rate,

 02  but it would be along the lines of what the court

 03  are asking for.  It would be a narrowing of the

 04  poles, the highest and lowest.  You would see some

 05  changes that should bring that closer together

 06  because they'd be receiving more aid.

 07            SENATOR FRANCISCO:  I'll study these

 08  more.

 09            CHAIRMAN MASTERSON:  Senator Melcher.

 10            SENATOR MELCHER:  Thank you, Mr.

 11  Chairman.  Jason, when you were giving that

 12  explanation of those components and you came up

 13  with a total of those and said that the, as more

 14  money is added in one bucket the other one has to

 15  be reduced providing for property tax relief, is

 16  that because if that were used to increase that

 17  number then it would put us at odds with the

 18  courts where we would be outside of equalization

 19  again?

 20            MR. LONG:  No.  I believe it's based on

 21  your LOB budget authority.  You can only levy --

 22  you can only -- you're subject to law as to how

 23  much you can adopt as a local option budget based

 24  on the prior school finance formula and, so, you

 25  can only have that much budget and, so, to the
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 01  extent that a portion of that budget is provided

 02  for through equalization state aid to the

 03  supplemental general state aid coming from the

 04  State, you can't raise more money, otherwise you

 05  would be going over what you are legally capped at

 06  in terms of the local option budget.  That's why

 07  it results in a, in a decrease in property tax.

 08            SENATOR MELCHER:  But if they were

 09  allowed to exceed that, would that then be in

 10  conflict with what the court has asked for?

 11            MR. LONG:  If they were allowed to

 12  maintain their same tax levy and get the

 13  equalization on top so that it actually popped the

 14  LOB cap above the current statutory amount?

 15            SENATOR MELCHER:  Correct.

 16            MR. LONG:  Well, you would have

 17  additional tax levy by school districts which

 18  brings in other considerations with respect to the

 19  equity concerns that the court has raised with

 20  school finance.  So, I guess this bill keeps that

 21  in the status quo in terms of moving forward so as

 22  not to raise any additional issues with respect to

 23  equity?

 24            SENATOR MELCHER:  So then if you were

 25  allowed to pop that cap then that would put that
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 01  particular district outside of equity that the

 02  courts have dealt with, is that right?

 03            MR. LONG:  Yeah.  You would potentially

 04  have some additional equity issues since you're

 05  authorizing additional tax levy authority to

 06  school districts that hasn't been authorized, you

 07  know, that wasn't authorized this school year.

 08  So, certain school districts, to the extent that

 09  they could, could raise their tax levy and that

 10  would then have implications on what the State's

 11  obligation for equalizing those local tax levies

 12  are.

 13            SENATOR MELCHER:  Okay, thank you.

 14            CHAIRMAN MASTERSON:  Jason, on that

 15  question myself, do you have any concerns given

 16  the testimony yesterday or in your opinion, as the

 17  court said, reviving the two relevant portions.

 18  Do you have any concerns about us moving to the

 19  similar formula for the pot of equalized funds?

 20            MR. LONG:  The court's language dealt in

 21  terms of what the court stated would comply with

 22  the equity standard was reinstituting the formulas

 23  from the prior school finance law for each one.

 24  The court, however, was silent as to -- I think it

 25  was silent as to distinguishing the two
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 01  equalization formulas and why two different

 02  formulas were, were to be applied in the two

 03  different tax levy areas and I think the court was

 04  also silent as to the ability to apply a broad,

 05  uniform equalization formula to all local tax-

 06  levying authority granted by the State.  That's

 07  the best I can do in terms of -- I don't know if

 08  concerns is the right term, but there's certainly

 09  -- there was no language in the court's opinion

 10  approving what's in 515 explicitly in terms of

 11  applying the capital outlay state aid formula to

 12  supplement general state aid determination.

 13            CHAIRMAN MASTERSON:  So, the other --

 14  severability is new in this bill and for those

 15  that were involved in the language developing this

 16  bill, the consensus among those were that

 17  equalization in and of itself is such a small part

 18  of the overall pie, if you will, of equal funding

 19  that we wanted to make sure that if for whatever

 20  reason the courts had issue with any smaller piece

 21  of the pie, that they wouldn't close the doors on

 22  the entire pie.  So, could you elaborate a little

 23  bit on how that severability actually works in

 24  this bill.

 25            MR. LONG:  Well, yeah, the amendment of
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 01  72-6481 would take it to a more traditional

 02  severability provision as opposed to a

 03  nonseverability provision, which it is in current

 04  law, and when we say severability, that simply

 05  means that if a court is to review the Act because

 06  there's a challenge to let's say the

 07  constitutionality of the Act and there's a

 08  challenge in particular as to one particular

 09  provision of that Act and the court finds that

 10  provision unconstitutional by having a

 11  severability provision, the legislature is telling

 12  the court that the legislature's intention is to

 13  allow the rest of the Act to still have full force

 14  and effect going forward and simply cut off the

 15  unconstitutional provision, sever it as it would,

 16  from the rest of the Act, but allow the rest of

 17  the Act to continue in full force and effect

 18  moving forward and, so, that's what the amendment

 19  to 72-6481 in this bill would be telling the court

 20  with respect to the CLASS Act.

 21            CHAIRMAN MASTERSON:  Senator Denning.

 22            SENATOR DENNING:  Thank you, Mr.

 23  Chairman.  Jason, I think the chairman just asked

 24  this question, but I want to ask it just so I can

 25  get it straight in my, in my mind.  The capital
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 01  outlay formula, you say it's in House Bill 2731,

 02  but it's the same capital outlay formula that we

 03  used prior to Senate Bill 7?

 04            MR. LONG:  Yes.  It is the -- it is the

 05  same formula that was in K.S.A. 72-8814 prior to

 06  its repeal under Senate Bill 7.

 07            SENATOR DENNING:  So, that formula's been

 08  in place for a while, so, it's passed the

 09  constitutional muster as far as we can determine?

 10            MR. LONG:  Well, the court indicated that

 11  a return to that formula that you see here in 515

 12  for capital outlay state aid would meet the

 13  equitable standard that the court has, has laid

 14  out for satisfying the Constitution obligations as

 15  far as Section 6.

 16            SENATOR DENNING:  And then if I

 17  understand correctly, the supplemental

 18  equalization is very similar in mathematical logic

 19  that the capital outlay calculation is?

 20            MR. LONG:  Under 515, yes, it's the same

 21  calculation using the assessed valuation per pupil

 22  for the school district to arrive at a state aid

 23  computation percentage.

 24            SENATOR DENNING:  And as far as the

 25  median assessed, is that in both capital outlay
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 01  and supplemental?

 02            MR. LONG:  In 515, yes.

 03            SENATOR DENNING:  In 515.  Thank you, Mr.

 04  Chairman.

 05            CHAIRMAN MASTERSON:  On that subject

 06  matter, those trying to compile the bill and

 07  respond in an appropriate manner felt that what we

 08  wanted to use was a formula that had been

 09  predetermined by the court to be a proper method

 10  mathematically to calculate equalization and apply

 11  that equally.  Further questions?

 12       Seeing none, I've had a request from one

 13  member, Dale, would you be available to at least

 14  just explain the run?  You have a run, so people

 15  understand, that are district by district

 16  comparisons just for the overnight.  Welcome you

 17  back with the conferees tomorrow, but had a

 18  request for you to just explain the paperwork, if

 19  you will, so that we can set that overnight.

 20  Thank you for being willing.

 21            MR. DENNIS:  Yes, sir.  Let's go, if you

 22  would, please, you should have three printouts?

 23  You just have the summary?

 24            CHAIRMAN MASTERSON:  I think they just

 25  have the summary, Dale.  The printouts, by the
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 01  way, three printouts would be an individual one,

 02  each of these columns for those --

 03            MR. DENNIS:  That's available on the web

 04  if you want it, and the printout you have before

 05  you in the first column is capital outlay and that

 06  is very similar to the current law.  It's tied to

 07  the median at 25 percent.  We computed that for

 08  each district based on the latest valuation we

 09  have and the mill levy.  Now, the chairman

 10  mentioned about we allowed a little bit for

 11  growth.  The LOB mill levies could grow.  You with

 12  me?  Somebody maybe at five mills, they want to go

 13  to six or seven mills and that could affect that,

 14  so, we allowed a little bit to cover that.  The

 15  LOB right now is at the 81st percentile

 16  theoretically and we changed that this year, '15-

 17  '16, as part of the block grant and it's computed

 18  under the same formula in column two.  Instead of

 19  the 81st percentile, the median is set at 25

 20  percent and it goes up and down in thousand dollar

 21  intervals just like Jason mentioned.  So, that's

 22  in column two.  Since you're dropping from 81 to a

 23  lower level, the median's at 25 percent, those

 24  rates, you're going to see a lot of minuses when

 25  you look at that.  Column three, we've totaled up
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 01  the capital outlay and the LOB and you're going to

 02  see a lot of minuses there.  Then in column 4 is a

 03  hold harmless.  That brings you back up to where

 04  you started out, so, you break even and the --

 05  that is referred to I think as -- what did we call

 06  that in the bill?  State school equalization aid

 07  or something.  Anyway, that's going to the general

 08  fund.  That's hold harmless.  That brings you back

 09  to where you were in the current year.  And you

 10  may want to take a look at those.  Those printouts

 11  are online, they're available, we'll give you

 12  copies if you have trouble finding them, but each

 13  one of them, there's a printout for column 2,

 14  column 3, and then column -- the last one is the

 15  summary.

 16            CHAIRMAN MASTERSON:  So with that, Dale

 17  will also be here in the morning and be able to

 18  answer questions.  Is there a question on the --

 19  Senator Powell.

 20            SENATOR POWELL:  Thank you, Mr. Chairman.

 21  What if it's all zeros, what does that mean?

 22            MR. DENNIS:  That means you're rather

 23  affluent in valuation and you don't get any

 24  capital outlay state aid, don't get any LOB state

 25  aid, and therefore there would be no grandfather
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 01  clause.  So, and I want you to know you're going

 02  to see some changes in that valuation in some

 03  districts.  Like out in your area, one I got

 04  memorized, like in Satanta, they won't get state

 05  aid, but they lost half their valuation last year,

 06  this year we're in right now.

 07            SENATOR POWELL:  So, the block grant,

 08  they will get the same amount they got last year?

 09            MR. DENNIS:  Yes, sir.

 10            SENATOR POWELL:  Thank you.  Thank you,

 11  Mr. Chairman.

 12            CHAIRMAN MASTERSON:  And again, Dave will

 13  be here -- Dale will be here in the morning.

 14  Question from Senator Kelly.

 15            SENATOR KELLY:  You know, I don't serve

 16  on education either and, so, this always puzzles

 17  me.  Are we essentially changing the local option

 18  budget formula?

 19            MR. DENNIS:  Yes.  The formula is

 20  changing from the 81st percentile concept we had

 21  before where you equalize up to 81st.  We're

 22  changing to the same formula that's in capital

 23  outlay, which means at the median percentage you

 24  get 25 percent state aid and it goes up and down

 25  in thousand dollar intervals.  So, if you go up a
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 01  thousand dollars more in wealth, you lose a

 02  percent.  The more affluent you become, you drop

 03  one percentage point each --

 04            CHAIRMAN MASTERSON:  The court in effect

 05  had approved two different formulas for

 06  equalization.  This bill would contemplate using

 07  the single formula.

 08            SENATOR KELLY:  So, the numbers that

 09  we're looking at in column 2, could there be other

 10  LOB aid that remains; that this is just the

 11  reduction based on the new formula?  We don't know

 12  whether this is what each of the school districts

 13  is actually getting?

 14            MR. DENNIS:  This is the amount of the

 15  reduction, that's correct, and there could be some

 16  left.  For example, on the cover sheet you'll

 17  notice we reduced that 82 million dollars and the

 18  appropriation I believe this year, 450,500,000 and

 19  we reduced it down to 367 million, I believe it

 20  is, okay?  367 something.  So, that's on -- that's

 21  on one of the, one of the printouts that has the

 22  LOB on it.  I think we, we -- you may want to

 23  take a look at that and we reduced it --

 24            SENATOR KELLY:  That's one of the runs on

 25  this?
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 01            MR. DENNIS:  Yeah, and it's run number

 02  126 and it drops from 450,500,000 to 367,582,000,

 03  a drop of 82.9 million.  So, to give you an

 04  example -- let me grab one right quick-like.  Oh,

 05  take Seaman.  Their block grant, 3.3, under this

 06  formula they get 2.6.  So, they get 714,000 in

 07  hold harmless.  So, they will still continue to

 08  get some.

 09            CHAIRMAN MASTERSON:  That's where you'll

 10  see, Senator Kelly, the hold harmless state aid of

 11  61 million.  That is the difference between

 12  roughly 59 million, which is the difference in

 13  equalization, plus two million from the

 14  extraordinary need fund to make sure no district,

 15  no district is harmed.  Senator Melcher.

 16            SENATOR MELCHER:  Thank you, Mr.

 17  Chairman.  When I'm looking at these runs it's

 18  kind of reminiscent of a little while back where

 19  we had particular runs and then we got a surprise

 20  later that those runs weren't actually reflective

 21  of reality.  Do we run that same risk here?

 22            MR. DENNIS:  I don't think so, sir.  No,

 23  because we know what the assessed valuation is.

 24  It's been certified, so, we know that.  It

 25  shouldn't change much.  It would be insignificant,
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 01  any changes.  The changes would be probably due to

 02  other things.  Assessed value is pretty well

 03  locked in.

 04            SENATOR MELCHER:  Well, I mean, it's

 05  always related to other things, so, what --

 06            MR. DENNIS:  You could have a minor --

 07  somebody could decide to raise their capital

 08  outlay levy.  Somebody might open a new building,

 09  get new facilities weighting, that would be a

 10  small amount, and then you could have a little bit

 11  of growth in virtual, virtual enrollment, but it

 12  shouldn't be large dollars.  That's the reason we

 13  put a couple million in there to take care of

 14  potential growth so you wouldn't have surprises.

 15            SENATOR MELCHER:  So, do you expect any

 16  of those other things to exceed two million?

 17            MR. DENNIS:  Not at this time, sir.  No,

 18  sir.

 19            SENATOR MELCHER:  What about later?

 20            MR. DENNIS:  Well, down the road five or

 21  ten years, I mean, you know, two or three or four

 22  years who knows, because I think this formula ends

 23  on June 30th.

 24            SENATOR MELCHER:  Thank you.

 25            CHAIRMAN MASTERSON:  Last question this
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 01  afternoon, Senator Denning.  Again, everybody will

 02  be available in the morning.  Senator Denning.

 03            SENATOR DENNING:  Thank you, Mr.

 04  Chairman.  Again, Senator Melcher's concern.  The

 05  way I'm interpreting this is it's very similar to

 06  a block grant approach is where we're fixing the

 07  formula for a year so we don't get a property

 08  valuation surprise and from the testimony

 09  yesterday when we were in deposition mode there

 10  was a superintendent that said that he supported

 11  the block grant mostly because it gave him two

 12  years of certainty.  He's in the budget planning

 13  for next year.  The governor has a budget

 14  shortfall, so, he was worried about allocations,

 15  but the reason why he was supportive is that it

 16  gave him a two-year certainty, so, I think what

 17  this does, it brings -- with the hold harmless it

 18  brings it back basically to the block grant number

 19  that they've been planning on in their budget and

 20  going forward, so, if this would go forward they

 21  would have that number in their block grant that

 22  they have done their preliminary budget work on

 23  and they can complete that work?

 24            NEW SPEAKER:  That would be correct, sir.

 25            SENATOR DENNING:  Thank you.  Thank you,
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 01  Mr. Chairman.

 02            CHAIRMAN MASTERSON:  Thank you, Dale, for

 03  being spontaneous for us there.  So, Committee, as

 04  a reminder, we will be in at 8 a.m. to continue

 05  the hearing.  We will have a transcriptionist as

 06  well for tomorrow.  We will have the hearing in

 07  the morning, we have session, we will come back at

 08  1:00 and it would be my intention to work the

 09  bill.  With nothing further, we are adjourned.

 10            (THEREUPON, the hearing adjourned at 2:00

 11  p.m.)

 12  .

 13  .

 14  .

 15  .

 16  .

 17  .

 18  .

 19  .

 20  .

 21  .

 22  .

 23  .

 24  .

 25  .
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1. 1 consensus among al the groups that that was not
2 SENATE WAYSAND MEANS COMMITTEE 2 just an acceptable component but a critical and
3. 3 necessary component.
4 . 4 Thethird finding of fact was that there was
5. 5 aninterest in or that there might be arole for
6 . 6 the department itself in how some of the
7. 7 distribution is, is handled to the districts; and
8 . 8 thefourth one, it was interesting from all the
9. 9 education, everyone that represented education as
10 TRANSCRIPT 10 awhole wasthat they wanted to see g, an end to
1 OF 11 the uncertainty and all the legal actions as much
12 PROCEEDINGS, 12 aswedid and that they wanted along-term
13 . 13 solution to thisthing. So, that is-- this
14 beginning at 1:15 p.m. on the 22nd day of March, 14 obvioudly isjust aresponse to the court, but |
15 2016, in Room 548S, Kansas State Capitol Building, 15 think it's apparent as soon as we dispatch of this
16 Topeka, Kansas, before the Senate Ways and Means 16 business that we get down to the business of
17 Committee consisting of Chairman Ty Masterson, 17 creating that long-term solution.
18 Senator Jim Denning, Senator Laura Kelly, Senator 18 With that, today I'm opening a hearing on SB
19 Marci Francisco, Senator Jeff Melcher, Senator Tom 19 515. | do not plan to close this hearing. We'l
20 Arpke, Senator Dan Kerschen, Senator Steve 20 carry over to tomorrow for two reasons. | wanted
21 Fitzgerald, Senator Larry Powell, Senator Caryn 21 toopen it so the public'saware. | wanted to
22 Tyson and Senator Michael O'Donnell. 22 open with the bill's explainer so all the
23 . 23 districts will have an opportunity to look at it,
24 . 24 evauate it, maybetalk to their boardsthis
25 . 25 evening. We will continue the hearing in the
Page 2 Page 4
1 CHAIRMAN MASTERSON: The other main task 1 morning at which | will accept new conferees on
2 for today, which wasin response and consideration 2 the subject matter because our time frameis
3 of some of the findings of fact, we had -- the 3 relatively tight. | just wanted -- it was an
4 |egidative budget met yesterday with all of the 4 attempt to get as much information to the public
5 interested parties, | thought was quite 5 assoon as possible.
6 interesting and informative. We took a, ahill 6 So, with that | am going to actually open the
7 and introduced it that we believe answers some 7 hearing on SB 515 and for the bill explainer,
8 findings of fact. Thisbill really isin response 8 Jason Long.
9 to four things that struck me yesterday that were 9 MR. LONG: Thank you, Mr. Chairman,
10 findings of fact that | think we can answer and 10 members of the committee. Y ou have a couple of
11 get testimony from the Department and 11 documents actually at your seat. Oneisthe hill
12 department's, both from the Commissioner of 12 jtself, Senate Bill 515, and the other isa
13 Education and from Deputy Dennis, from the other 13 Memorandum from my office briefly summarizing the
14 interested groups, from research and advisors, 14 contents of the bill. Thishill, similar to the
15 three things jumped out. The changesin the 15 hill you heard last week, establishes statutory
16 formula, whether it was the capital outlay formula 16 formulas for supplemental general state aid and
17 or the LOB formulaor the 82 or the 25, those were 17 capital outlay state aid for school year '16-'17.
18 all political decisions not based in policies, so, 18 Under current law, as we discussed last week, a
19 therewasacall for some simplification and I'm 19 portion of the block grant that school districts
20 going to have Jason come up and explain this bill 20 receive under current law is the supplemental
21 for that. 21 general state aid that the districts received for
22 The second thing that jumped out, that even 22 school year '14-'15 and that's for equalization of
23 though hold harmless on its face can appear to fly 23 thelocal option budgets property tax levy that
24 inthe face of equity because you're holding an 24 school districts can levy on the taxable tangible
25 entity harmless, that there was even -- there was 25 property in the district.
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Page 5 Page 7
1 Section 2 of Senate Bill 515 would establish 1 supplemental and capital outlay state aid. So,
2 astatutory formulafor determining that 2 they're receiving less next year than what they
3 supplemental general stateaid. Thisformulais 3 received thisyear. If that'sthe case, then
4 the same onethat in years past was used for 4 they're eligible for this additional equalization
5 capital outlay state aid, so, if you recall that 5 dtate aid and the amount is equal to that
6 one, as|'m sureyou al do, we take the assessed 6 difference between next year and thisyear. We're
7 valuation per pupil, round it to the nearest 7 just looking at the supplemental and capital
8 thousand dollars, create our schedule, find our 8 outlay state aids there in that calculation.
9 median point. That has a state computation 9 Section 6 of the bill amends the block grant
10 percentage of 25 percent. So, any district at 10 calculation for next year smply because we're
11 that median point would have 25 percent times 11 taking the supplemental general state aid and
12 their local option budget would be their 12 capital outlay state aid out of the block grants,
13 supplemental general state aid. If you're above 13 distributing it to the districts through separate
14 that, you're wealthier, you go down by a 14 appropriations, so, there hasto be a different
15 percentage point for every thousand dollar 15 calculation of what the districts receive under
16 increment. If you go below that, you're a poorer 16 the block grant for next school year and that's
17 district, you increase your percentage by one 17 donein Section 6 of the hill.
18 percentage point for every thousand dollar 18 Section 7 amends the statute regarding the
19 increment. So, your final percentage point where 19 extraordinary needs fund that was established in
20 you fall onthat schedule, they get multiplied by 20 Senate Bill 7. Asyou recall, under current law
21 your local option budgets and that is the amount 21 districts submit an application for extraordinary
22 of supplemental genera state aid that you would 22 need to the State Finance Council and then that
23 receive for school year '16-'17 under Senate Bill 23 gpplication is approved or denied by the State
24 515, That sectionisapart, is made a part of 24 Finance Council. Thisadministrative capacity is
25 the CLASS Act for the next school year and would 25 Deing shifted in Senate Bill 515 to the State
Page 6 Page 8
1 sunset at the same time asthe CLASS Act on June 1 Board of Education, so, districts would then next
2 30th of 2017. 2 year submit their applications for extraordinary
3 Then the bill also in Section 3 establishes a 3 state aid to the State Board of Education who
4 statutory formulafor capital outlay state aid. 4 would review and may conduct a hearing and allow
5 Again, aswe discussed earlier, currently capital 5 the applicant school district to come and submit
6 outlay state aid is a portion of the block grant 6 testimony to the State Board.
7 for this school year. Under 515 for next school 7 I'll @lso point out on page 10 of the bill,
8 year it would follow a statutory formula. That 8 line 16 through 19, that in addition to the
9 statutory formulaisthe same one asit was prior 9 current statutory considerations for extraordinary
10 to Senate Bill 7 enactment last year, so, we went 10 need I'm going to talk about, you know, increase
11 back to the 72-8814 formula, the same one as| 11 in enrollment growth, substantial dropsin
12 just explained for supplemental general state aid. 12 assessed valuation or other unforeseen acts, those
13 So, we find the percentage based on the rounded 13 arethethree current ones. In addition to those
14 AVPP, multiply that by the amount of capital 14 three the State Board may also consider whether
15 outlay tax levy and that's the school district's 15 the applicant school district has reasonably equal
16 capital outlay state aid. 16 accessto substantially similar educational
17 Then Section 4 of the bill is something you 17 opportunity through similar tax efforts. So, they
18 haven't seen before. Thisis school district 18 can look at the equitable funding of the school
19 equalization state aid. | think in the vernacular 19 digtrict as aconsideration for providing
20 it may be called the hold harmless state aid for 20 extraordinary need under this section.
21 gchool year '16-'17. To qualify for this 21 I'd also draw the committee's attention on
22 additional equalization state aid the school 22 page 10, lines 31 through 34, the proceedings of
23 district's total supplemental and capital outlay 23 the State Board of Education under this section
24 gtate aid for '16-'17 has to be less than what 24 areto be conducted in accordance with the Kansas
25 they received through the block grant for 25 Administrative Procedure Act and any action of the
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3/22/2016 TRANSCRIPT OF PROCEEDINGS 3(9-12)
Page 9 Page 11
1 State Board is subject to review under the Kansas 1 equity standard that the Supreme Court has held is
2 Judicial Review Act. 2 apart of the constitutional obligation for
3 lasofinaly point out that this, the 3 funding public education and, so, my understanding
4 extraordinary need fund is aappropriated amount 4 of thislanguageisthat if the applicant school
5 inSection 1 of just over 15 million dollars. 5 digtrict feelsthat it's not receiving its
6 Thereisno transfer of that 0.4 percent to the 6 equitable distribution of state funding pursuant
7 extraordinary need fund. That amount is still 7 to this standard that the court has espoused, then
8 taken into consideration for determining the block 8 it can apply to the State Board and the State
9 grant, but now the extraordinary need fund has a 9 Board may consider that as one of the
10 finite number of 15,167,962 dollars for school 10 considerations for granting extraordinary need
11 year'16-17. 11 under this section from that pool of money that's
12 And then finally Section 8 of Senate Bill 515 12 been appropriated for extraordinary need fund.
13 amendsthe, what was -- what is currently a 13 SENATOR KELLY: So, what does similar tax
14 nonseverability provision for the CLASS Act and 14 effort mean?
15 amendsthat statute to make provisions of the 15 MR. LONG: That'savery good question,
16 CLASSAct severable, so that if any provision, 16 Senator, as to what similar tax effort means. |
17 including any provision of the new Sections 2, 3 17 believe there are probably several opinionson
18 or 4isfound unconstitutional by the court, then 18 that, 'cause the court wasn't entirely clear on,
19 those provisions may be severed and the rest of 19 on what kind of measure could be used to determine
20 the Act may be continued in full force and effect 20 what isreasonably equal access, substantial and
21 for school year '16-'17. 21 similar educationa opportunity through a similar
22 The bill would become effective on July 1 of 22 tax effort. Wedidn't get alot of clear guidance
23 2016 if enacted and with that, Mr. Chairman, I'll 23 from the court in their last opinion on how to
24 stand for any questions. 24 measure that, so, I'm not entirely sure how to
25 CHAIRMAN MASTERSON: Make an announcement 25 answer your question asto what is similar tax
Page 10 Page 12
1 to the committee, thereis -- we do have unusually 1 effort. Other -- one opinion -- well, | just want
2 atranscriptionist today as we are dealing with -- 2 toleaveit at that ‘cause we didn't have much
3 she'sover here and transcribing our meetings 3 guidance from the court on that.
4 we've had -- it became apparent that our normal 4 SENATORKELLY: So, there wasn't a
5 proceedings, committee minutes and things of that 5 thought that maybe we ought to defineit in here
6 nature, were not accepted or seen as evidence by 6 instead of just using nebulous words?
7 the court, so, we are simply trying to establish a 7 MR. LONG: Itisnot defined in the bill.
8 record of our actions, so, with that | wanted 8 | can't speak to theintent of the requester asto
9 everybody to be aware and won't be caught off 9 itsexclusion or inclusion in the hill.
10 guard. 10 SENATOR KELLY: And then on line 30
11 Number two, we will have confereesin the 11 through 34. Thisisrealy aquestion for my
12 morning and | will plan to work the bill tomorrow 12 information. What -- this saysit will be subject
13 afternoon and today our sole witness, our sole 13 to review in accordance with the Kansas Judicial
14 confereeis Jason, so, questions with the bill and 14 Review Act. What does that mean?
15 jtstechnical structure need to be asked of Jason 15 MR. LONG: That meansthat if the school
16 today. So, with that, committee, | will open for 16 district that applies feels aggrieved by the State
17 questions for Jason, committee questions. Senator 17 Board's decision on their application they can
18 Kally. 18 seek review of that State Board's decision
19 SENATOR KELLY: Thank you, Mr. Chair. 19 through, by submitting a petition to the district
20 I'm looking on page 10. Y ou gave some additional 20 court to review the State Board's decision on its
21 explanation on subsection 4 on there, in lieu of 21 gpplication under this section.
22 any of the foregoing considerations. Can you 22 SENATOR KELLY: And then last question at
23 explain that in English what that means? An 23 |east for now ison the first page we are actually
24 example, for instance. 24 decreasing the amount appropriated for the
25 MR. LONG: So, thelanguage there isthe 25 extraordinary needs fund, 17.5to 15.1, and then |
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3/22/2016 TRANSCRIPT OF PROCEEDINGS 4 (13- 16)
Page 13 Page 15
1 notice over on the -- this came from the 1 SENATOR FRANCISCO: Right,and | -- I'm
2 Department of Education, it's got capital outlays, 2 wondering what happens, you know, one of the
3 supplemental LOB state aid, hold harmless, and 3 questions -- I'm just going to go back to Senate
4 then growth. So, two million dollarsin growth. 4 Bill 512 -- was that you could be awarded local
5 What, what is that to be spent on and who -- how 5 option budget aid, but it wouldn't mean that the
6 isthat appropriated? 6 school would have any more funding to spend
7 CHAIRMAN MASTERSON: | might be able to 7 because that would be used for property tax
8 explain that from discussions in the development 8 relief. So, how does this bill address concerns
9 of thisaswell. The hold harmless provision as 9 of property tax relief and in the hold harmless
10 it was developed required two million more dollars 10 payments? Or really -- yes, because that is still
11 to hold everybody truly harmless, so, the 11 part of local option budget.
12 extraordinary need money was reduced by the amount 12 MR. LONG: The hold harmlessis
13 of money needed inside the formulato fully fund a 13 equalization state aid to be distributed to the
14 hold harmless equalization provision. The two 14 school districts and in terms of its effect on, on
15 millionin growth, the way | understand that from 15 the property tax rates going up and down, was that
16 the department, is simply going back to aformula 16 your question?
17 base. There's potential changes within a 17 SENATOR FRANCISCO: No, the money that
18 district, they can make some changes to what those 18 actually getsto the school. In Senate Bill 512,
19 equalizations pay out from the time that we pass 19 as| understand it, you know, money was allocated
20 thistothetimeit pays out and that was an 20 for local option budget equalization, but some of
21 estimation from the department of what that growth 21 that money was then used as property tax relief
22 may beto try to give the committee an indication 22 rather than money that went to the schools.
23 of what the total nut, if you will, would be for 23 MR. LONG: Weéll, thiswould work in
24 theentirebill. And also going back to the 24 gimilar fashion in that school districts adopt a
25 language you had inquired upon, it was -- for 25 |ocal option budget and that's made up of both
Page 14 Page 16
1 those of usthat were following what was finding 1 what they raise locally and what the State
2 of factsyesterday and trying to listen to the 2 provides as equalization. So, to the extent that
3 department and to the interested parties, with the 3 the State is providing more equalization next
4 hesitancy -- | don't believe the districts want to 4 year, then the property tax that they can levy is
5 bein a quote-unquote, class action lawsuit any 5 going to go down, so, the school districts would
6 morethan wedo. We'retrying to creste 6 have less-- you know, you would see property tax
7 potentially an administrative function, if you 7 relief in that school district because more of
8 will, by which adistrict could apply to the 8 that pot of money, that supplemental general fund,
9 department for two reasons. One, they're here 9 ismade up for with the equalization state aid
10 year-round. They're an entity that is solely 10 from the State and that will vary district to
11 focused on that issue versus the legidlature, 11 district depending on what their cap is currently
12 whichisonly aportion of the year and have to go 12 for LOB, what their local levy is making up that,
13 home. So, we're hoping to create a method, if you 13 their portion of the LOB.
14 will, by which they could have an administrative 14 SENATOR FRANCISCO: So, these estimated
15 appeal and get immediate response in a given year. 15 payments for hold harmless, do some of those go to
16 Committee, further questions? Senator Francisco. 16 make up the LOB aid? What can -- or are those
17 SENATOR FRANCISCO: Thank you, Mr. Chair. 17 direct moniesto the schools? | think that's my
18 | awaysthink it would help if I'd served some on 18 question iswhat does the school end up with?
19 the education committee before | looked at these 19 CHAIRMAN MASTERSON: If | might, the hold
20 formulas, but | know one of the concerns that 20 harmless equalization aid, if you're one getting a
21 existsiswith regard to the local option budget 21 hold harmless that is an amount of money bringing
22 @d. Inthiscase people arelosing that aid, is 22 you up to where you would have been, so, it would
23 that right? | see al negative. 23 have no effect necessarily on your local tax.
24 MR. LONG: Areyou referring to the 24 Those districts that would receive more would have
25 department's spreadsheet? 25 more money through this equalization formula,
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1 would see a potential changein their local rate, 1 particular district outside of equity that the
2 put it would be along the lines of what the court 2 courts have dealt with, is that right?
3 areasking for. It would be anarrowing of the 3 MR. LONG: Yeah. Youwould potentialy
4 poles, the highest and lowest. Y ou would see some 4 have some additional equity issues since you're
5 changesthat should bring that closer together 5 authorizing additional tax levy authority to
6 because they'd be receiving more aid. 6 school districts that hasn't been authorized, you
7 SENATOR FRANCISCO: I'll study these 7 know, that wasn't authorized this school year.
8 more. 8 S0, certain school districts, to the extent that
9 CHAIRMAN MASTERSON: Senator Melcher. 9 they could, could raise their tax levy and that
10 SENATOR MELCHER: Thank you, Mr. 10 would then have implications on what the State's
11 Chairman. Jason, when you were giving that 11 obligation for equalizing those local tax levies
12 explanation of those components and you came up 12 are.
13 with atotal of those and said that the, as more 13 SENATOR MELCHER: Okay, thank you.
14 money is added in one bucket the other one hasto 14 CHAIRMAN MASTERSON: Jason, on that
15 e reduced providing for property tax relief, is 15 guestion myself, do you have any concerns given
16 that because if that were used to increase that 16 the testimony yesterday or in your opinion, asthe
17 number then it would put us at odds with the 17 court said, reviving the two relevant portions.
18 courts where we would be outside of equalization 18 Do you have any concerns about us moving to the
19 again? 19 similar formulafor the pot of equalized funds?
20 MR. LONG: No. | believeit's based on 20 MR. LONG: The court's language dealt in
21 your LOB budget authority. You can only levy -- 21 terms of what the court stated would comply with
22 you can only -- you're subject to law as to how 22 the equity standard was reinstituting the formulas
23 much you can adopt as alocal option budget based 23 from the prior school finance law for each one.
24 on the prior school finance formula and, so, you 24 The court, however, was silent asto -- | think it
25 can only have that much budget and, so, to the 25 wasdilent asto distinguishing the two
Page 18 Page 20
1 extent that a portion of that budget is provided 1 equalization formulas and why two different
2 for through equalization state aid to the 2 formulas were, were to be applied in the two
3 supplemental general state aid coming from the 3 different tax levy areas and | think the court was
4 State, you can't raise more money, otherwise you 4 asosilent asto the ability to apply abroad,
5 would be going over what you are legally capped at 5 uniform equalization formulato all local tax-
6 interms of the local option budget. That's why 6 levying authority granted by the State. That's
7 itresultsin a, in adecreasein property tax. 7 thebest | can dointermsof -- | don't know if
8 SENATOR MELCHER: But if they were 8 concernsistheright term, but there's certainly
9 allowed to exceed that, would that then bein 9 -- there was no language in the court's opinion
10 conflict with what the court has asked for? 10 approving what's in 515 explicitly in terms of
11 MR. LONG: If they were allowed to 11 applying the capital outlay state aid formulato
12 maintain their same tax levy and get the 12 supplement general state aid determination.
13 equalization on top so that it actually popped the 13 CHAIRMAN MASTERSON: So, the other --
14 L OB cap above the current statutory amount? 14 severahility isnew in thisbill and for those
15 SENATOR MELCHER: Correct. 15 that wereinvolved in the language developing this
16 MR. LONG: Wéll, you would have 16 hill, the consensus among those were that
17 additional tax levy by schoal districts which 17 equalizationin and of itself is such a small part
18 pringsin other considerations with respect to the 18 of the overal pie, if you will, of equal funding
19 equity concerns that the court has raised with 19 that we wanted to make sure that if for whatever
20 school finance. So, | guess this bill keeps that 20 reason the courts had issue with any smaller piece
21 in the status quo in terms of moving forward so as 21 of the pie, that they wouldn't close the doors on
22 not to raise any additional issues with respect to 22 theentire pie. So, could you elaborate alittle
23 equity? 23 bit on how that severability actually worksin
24 SENATOR MELCHER: Sothenif youwere |24 thishill.
25 allowed to pop that cap then that would put that 25 MR. LONG: Weéll, yeah, the amendment of
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Page 21 Page 23
1 72-6481 would take it to a more traditional 1 and supplemental ?
2 severability provision as opposed to a 2 MR. LONG: In 515, yes.
3 nonseverability provision, which it isin current 3 SENATOR DENNING: In515. Thank you, Mr.
4 law, and when we say severability, that simply 4 Chairman.
5 meansthat if acourt isto review the Act because 5 CHAIRMAN MASTERSON: On that subject
6 theresachalengeto let's say the 6 matter, those trying to compile the bill and
7 congtitutionality of the Act and there'sa 7 respond in an appropriate manner felt that what we
8 challengein particular asto one particular 8 wanted to use was aformulathat had been
9 provision of that Act and the court finds that 9 predetermined by the court to be a proper method
10 provision unconstitutional by having a 10 mathematically to calculate equalization and apply
11 severahility provision, the legidlatureistelling 11 that equally. Further questions?
12 thecourt that the legislature's intention isto 12 Seeing none, |'ve had a request from one
13 adlow therest of the Act to still have full force 13 member, Dale, would you be available to at |east
14 and effect going forward and simply cut off the 14 just explain the run? You have arun, so people
15 unconstitutional provision, sever it asit would, 15 understand, that are district by district
16 from therest of the Act, but allow the rest of 16 comparisonsjust for the overnight. Welcome you
17 the Act to continuein full force and effect 17 back with the conferees tomorrow, but had a
18 moving forward and, so, that's what the amendment 18 request for you to just explain the paperwork, if
19 to 72-6481 in this bill would be telling the court 19 you will, so that we can set that overnight.
20 with respect to the CLASS Act. 20 Thank you for being willing.
21 CHAIRMAN MASTERSON: Senator Denning. 21 MR. DENNIS: Yes, sir. Let'sgo, if you
22 SENATOR DENNING: Thank you, Mr. 22 would, please, you should have three printouts?
23 Chairman. Jason, | think the chairman just asked 23 Youjust have the summary?
24 thisquestion, but | want to ask it just so | can 24 CHAIRMAN MASTERSON: | think they just
25 get it straight in my, in my mind. The capital 25 havethe summary, Dale. The printouts, by the
Page 22 Page 24
1 outlay formula, you say it'sin House Bill 2731, 1 way, three printouts would be an individual one,
2 but it's the same capital outlay formulathat we 2 each of these columns for those --
3 used prior to Senate Bill 7? 3 MR. DENNIS: That's available on the web
4 MR.LONG: Yes. Itisthe--itisthe 4 if you want it, and the printout you have before
5 sameformulathat wasin K.S.A. 72-8814 prior to 5 youinthefirst columnis capital outlay and that
6 itsrepeal under Senate Bill 7. 6 isvery similar to the current law. It'stied to
7 SENATOR DENNING: So, that formula's been 7 themedian at 25 percent. We computed that for
8 in place for awhile, so, it's passed the 8 each district based on the latest valuation we
9 constitutional muster as far as we can determine? 9 have and the mill levy. Now, the chairman
10 MR. LONG: Well, the court indicated that 10 mentioned about we allowed alittle bit for
11 areturn to that formulathat you see herein 515 11 growth. The LOB mill levies could grow. Y ou with
12 for capital outlay state aid would meet the 12 me? Somebody maybe at five mills, they want to go
13 equitable standard that the court has, haslaid 13 to six or seven mills and that could affect that,
14 out for satisfying the Constitution obligations as 14 <o, we allowed alittle bit to cover that. The
15 far as Section 6. 15 L OB right now is at the 81st percentile
16 SENATOR DENNING: Andthenif | 16 theoretically and we changed that this year, '15-
17 understand correctly, the supplemental 17 '16, as part of the block grant and it's computed
18 equalization isvery similar in mathematical logic 18 under the same formulain column two. Instead of
19 that the capital outlay calculation is? 19 the 81st percentile, the median is set at 25
20 MR. LONG: Under 515, yes, it'sthe same 20 percent and it goes up and down in thousand dollar
21 calculation using the assessed valuation per pupil 21 intervalsjust like Jason mentioned. So, that's
22 for the school district to arrive at a state aid 22 in columntwo. Sinceyou're dropping from 81to a
23 computation percentage. 23 |ower level, the median's at 25 percent, those
24 SENATOR DENNING: And asfar asthe 24 rates, you're going to see alot of minuses when
25 median assessed, isthat in both capital outlay 25 youlook at that. Column three, we've totaled up
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Page 25 Page 27
1 thecapital outlay and the LOB and you're going to 1 thousand dollars more in wedlth, you lose a
2 seealot of minusesthere. Thenincolumn4isa 2 percent. The more affluent you become, you drop
3 hold harmless. That brings you back up to where 3 one percentage point each --
4 you started out, so, you break even and the -- 4 CHAIRMAN MASTERSON: The court in effect
5 thatisreferred to | think as-- what did we call 5 had approved two different formulas for
6 that inthebill? State school equalization aid 6 equalization. Thisbill would contemplate using
7 or something. Anyway, that's going to the general 7 thesingle formula
8 fund. That's hold harmless. That brings you back 8 SENATOR KELLY: So, the numbers that
9 towhere you werein the current year. And you 9 we'relooking at in column 2, could there be other
10 may want to take alook at those. Those printouts 10 LOB aid that remains; that thisisjust the
11 areonline, they're available, well give you 11 reduction based on the new formula? We don't know
12 copiesif you have trouble finding them, but each 12 whether thisis what each of the school districts
13 oneof them, there's a printout for column 2, 13 isactualy getting?
14 column 3, and then column -- the last one isthe 14 MR. DENNIS: Thisisthe amount of the
15 summary. 15 reduction, that's correct, and there could be some
16 CHAIRMAN MASTERSON: So with that, Dale 16 left. For example, on the cover sheet you'll
17 will also be here in the morning and be able to 17 notice we reduced that 82 million dollars and the
18 answer questions. Isthere aquestion on the -- 18 appropriation | believe this year, 450,500,000 and
19 Senator Powell. 19 wereduced it down to 367 million, | believeit
20 SENATOR POWELL: Thank you, Mr. Chairman. 20 s, okay? 367 something. So, that's on -- that's
21 What if it'sal zeros, what does that mean? 21 onone of the, one of the printouts that has the
22 MR. DENNIS: That means you're rather 22 LOBonit. | think we, we -- you may want to
23 affluent in valuation and you don't get any 23 takealook at that and we reduced it --
24 capital outlay state aid, don't get any LOB state 24 SENATOR KELLY: That's one of therunson
25 aid, and therefore there would be no grandfather 25 this?
Page 26 Page 28
1 clause. So, and | want you to know you're going 1 MR. DENNIS: Yeah, and it's run number
2 to see some changesin that valuation in some 2 126 and it drops from 450,500,000 to 367,582,000,
3 districts. Like outinyour area, onel got 3 adrop of 82.9 million. So, to giveyou an
4 memorized, like in Satanta, they won't get state 4 example -- let me grab one right quick-like. Oh,
5 aid, but they lost half their valuation last year, 5 take Seaman. Their block grant, 3.3, under this
6 thisyear we'rein right now. 6 formulathey get 2.6. So, they get 714,000in
7 SENATOR POWELL: So, the block grant, 7 hold harmless. So, they will still continue to
8 they will get the same amount they got last year? 8 get some.
9 MR. DENNIS: Yes, sir. 9 CHAIRMAN MASTERSON: That'swhereyou'll
10 SENATOR POWELL: Thank you. Thank you, 10 see, Senator Kelly, the hold harmless state aid of
11 Mr. Chairman. 11 61 million. That isthe difference between
12 CHAIRMAN MASTERSON: And again, Dave will 12 roughly 59 million, which isthe differencein
13 be here -- Dale will be here in the morning. 13 egudlization, plus two million from the
14 Question from Senator Kelly. 14 extraordinary need fund to make sure no district,
15 SENATOR KELLY: Youknow, | don't serve 15 nodistrict isharmed. Senator Melcher.
16 on education either and, so, this always puzzles 16 SENATOR MELCHER: Thank you, Mr.
17 me. Arewe essentially changing thelocal option 17 Chairman. When I'm looking at these runsit's
18 budget formula? 18 kind of reminiscent of alittle while back where
19 MR. DENNIS: Yes. Theformulais 19 we had particular runs and then we got a surprise
20 changing from the 81st percentile concept we had 20 |ater that those runs weren't actually reflective
21 before where you equalize up to 81st. We're 21 of reality. Do we run that same risk here?
22 changing to the same formulathat'sin capital 22 MR. DENNIS: | don't think so, sir. No,
23 outlay, which means at the median percentage you 23 because we know what the assessed vauation is.
24 get 25 percent state aid and it goes up and down 24 It's been certified, so, we know that. It
25 inthousand dollar intervals. So, if yougo up a 25 shouldn't change much. It would be insignificant,
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Page 29 Page 31
1 any changes. The changes would be probably due to 1 Mr. Chairman.
2 other things. Assessed valueis pretty well 2 CHAIRMAN MASTERSON: Thank you, Dale, for
3 lockedin. 3 being spontaneous for usthere. So, Committee, as
4 SENATOR MELCHER: Weéll, | mean, it's 4 areminder, we will bein at 8 am. to continue
5 awaysrelated to other things, so, what -- 5 thehearing. We will have atranscriptionist as
6 MR. DENNIS: Y ou could have aminor -- 6 well for tomorrow. We will have the hearing in
7 somebody could decide to raise their capital 7 the morning, we have session, we will come back at
8 outlay levy. Somebody might open a new building, 8 1:00 and it would be my intention to work the
9 get new facilities weighting, that would be a 9 hill. With nothing further, we are adjourned.
10 small amount, and then you could have alittle bit 10 (THEREUPON, the hearing adjourned at 2:00
11 of growthinvirtua, virtua enrollment, but it 11 p.m.)
12 shouldn't belarge dollars. That's the reason we 12 .
13 put acouple million in there to take care of 13 .
14 potential growth so you wouldn't have surprises. 14
15 SENATOR MELCHER: So, do you expect any 15 .
16 of those other things to exceed two million? 16 .
17 MR. DENNIS: Not at thistime, sir. No, 17 .
18 gdir. 18 .
19 SENATOR MELCHER: What about later? 19 .
20 MR. DENNIS: Wéll, down the road five or 20 .
21 tenyears, | mean, you know, two or three or four 21 .
22 yearswho knows, because | think this formula ends 22 .
23 on June 30th. 23 .
24 SENATOR MELCHER: Thank you. 24
25 CHAIRMAN MASTERSON: Last question this 25 .
Page 30 Page 32
1 afternoon, Senator Denning. Again, everybody will 1 CERTIFICATE
2 beavailable in the morning. Senator Denning. 2 STATE OF KANSAS
3 SENATOR DENNING: Thank you, Mr. 3 SS:
4 Chairman. Again, Senator Melcher's concern. The 4 COUNTY OF SHAWNEE
5 way I'minterpreting thisisit's very similar to 5 |, Barbara J. Hoskinson, a Certified
6 ablock grant approach is where we're fixing the 6 Court Reporter, Commissioned as such by the
7 formulafor ayear so we don't get a property 7 Supreme Court of the State of Kansas, and
8 valuation surprise and from the testimony 8 authorized to take depositions and
9 yesterday when we were in deposition mode there 9 administer oaths within said State pursuant
10 was a superintendent that said that he supported 10 to K.S.A. 60-228, certify that the foregoing
11 the block grant mostly because it gave him two 11 was reported by stenographic means, which
12 yearsof certainty. He'sin the budget planning 12 matter was held on the date, and the time
13 for next year. The governor has a budget 13 and place set out on the title page hereof
14 shortfall, so, he was worried about allocations, 14 and that the foregoing constitutes a true
15 but the reason why he was supportiveisthat it 15 and accurate transcript of the same.
16 gave him atwo-year certainty, so, | think what 16 | further certify that | am not related
17 thisdoes, it brings -- with the hold harmlessiit 17 to any of the parties, nor am | an employee
18 bringsit back basically to the block grant number 18 of or related to any of the attorneys
19 that they've been planning on in their budget and 19 representing the parties, and | have no
20 going forward, so, if this would go forward they 20 financia interest in the outcome of this
21 would have that number in their block grant that 21 matter.
22 they have done their preliminary budget work on 22 Given under my hand and seal this
23 and they can complete that work? 23 23rd day of March, 2016.
24 NEW SPEAKER: That would be correct, sir. 24
25 SENATOR DENNING: Thank you. Thank you, 25

Barbara J. Hoskinson, C.C.R. No. 0434
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        01            .

        02                          SENATE WAYS AND MEANS COMMITTEE

        03            .

        04            .

        05            .

        06            .

        07            .

        08            .

        09            .

        10                                     TRANSCRIPT

        11                                         OF

        12                                    PROCEEDINGS,

        13            .

        14            beginning at 1:15 p.m. on the 22nd day of March,

        15            2016, in Room 548S, Kansas State Capitol Building,

        16            Topeka, Kansas, before the Senate Ways and Means

        17            Committee consisting of Chairman Ty Masterson,

        18            Senator Jim Denning, Senator Laura Kelly, Senator

        19            Marci Francisco, Senator Jeff Melcher, Senator Tom

        20            Arpke, Senator Dan Kerschen, Senator Steve

        21            Fitzgerald, Senator Larry Powell, Senator Caryn

        22            Tyson and Senator Michael O'Donnell.

        23            .

        24            .

        25            .

�  00002

        01                      CHAIRMAN MASTERSON:  The other main task

        02            for today, which was in response and consideration

        03            of some of the findings of fact, we had -- the

        04            legislative budget met yesterday with all of the

        05            interested parties, I thought was quite

        06            interesting and informative.  We took a, a bill

        07            and introduced it that we believe answers some

        08            findings of fact.  This bill really is in response

        09            to four things that struck me yesterday that were

        10            findings of fact that I think we can answer and

        11            get testimony from the Department and

        12            department's, both from the Commissioner of

        13            Education and from Deputy Dennis, from the other

        14            interested groups, from research and advisors,

        15            three things jumped out.  The changes in the

        16            formula, whether it was the capital outlay formula

        17            or the LOB formula or the 82 or the 25, those were

        18            all political decisions not based in policies, so,

        19            there was a call for some simplification and I'm

        20            going to have Jason come up and explain this bill

        21            for that.

        22                 The second thing that jumped out, that even

        23            though hold harmless on its face can appear to fly

        24            in the face of equity because you're holding an

        25            entity harmless, that there was even -- there was

�  00003

        01            consensus among all the groups that that was not

        02            just an acceptable component but a critical and

        03            necessary component.

        04                 The third finding of fact was that there was

        05            an interest in or that there might be a role for

        06            the department itself in how some of the

        07            distribution is, is handled to the districts; and

        08            the fourth one, it was interesting from all the

        09            education, everyone that represented education as

        10            a whole was that they wanted to see a, an end to

        11            the uncertainty and all the legal actions as much

        12            as we did and that they wanted a long-term

        13            solution to this thing.  So, that is -- this

        14            obviously is just a response to the court, but I

        15            think it's apparent as soon as we dispatch of this

        16            business that we get down to the business of

        17            creating that long-term solution.

        18                 With that, today I'm opening a hearing on SB

        19            515.  I do not plan to close this hearing.  We'll

        20            carry over to tomorrow for two reasons.  I wanted

        21            to open it so the public's aware.  I wanted to

        22            open with the bill's explainer so all the

        23            districts will have an opportunity to look at it,

        24            evaluate it, maybe talk to their boards this

        25            evening.  We will continue the hearing in the
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        01            morning at which I will accept new conferees on

        02            the subject matter because our time frame is

        03            relatively tight.  I just wanted -- it was an

        04            attempt to get as much information to the public

        05            as soon as possible.

        06                 So, with that I am going to actually open the

        07            hearing on SB 515 and for the bill explainer,

        08            Jason Long.

        09                      MR. LONG:  Thank you, Mr. Chairman,

        10            members of the committee.  You have a couple of

        11            documents actually at your seat.  One is the bill

        12            itself, Senate Bill 515, and the other is a

        13            Memorandum from my office briefly summarizing the

        14            contents of the bill.  This bill, similar to the

        15            bill you heard last week, establishes statutory

        16            formulas for supplemental general state aid and

        17            capital outlay state aid for school year '16-'17.

        18            Under current law, as we discussed last week, a

        19            portion of the block grant that school districts

        20            receive under current law is the supplemental

        21            general state aid that the districts received for

        22            school year '14-'15 and that's for equalization of

        23            the local option budgets property tax levy that

        24            school districts can levy on the taxable tangible

        25            property in the district.
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        01                 Section 2 of Senate Bill 515 would establish

        02            a statutory formula for determining that

        03            supplemental general state aid.  This formula is

        04            the same one that in years past was used for

        05            capital outlay state aid, so, if you recall that

        06            one, as I'm sure you all do, we take the assessed

        07            valuation per pupil, round it to the nearest

        08            thousand dollars, create our schedule, find our

        09            median point.  That has a state computation

        10            percentage of 25 percent.  So, any district at

        11            that median point would have 25 percent times

        12            their local option budget would be their

        13            supplemental general state aid.  If you're above

        14            that, you're wealthier, you go down by a

        15            percentage point for every thousand dollar

        16            increment.  If you go below that, you're a poorer

        17            district, you increase your percentage by one

        18            percentage point for every thousand dollar

        19            increment.  So, your final percentage point where

        20            you fall on that schedule, they get multiplied by

        21            your local option budgets and that is the amount

        22            of supplemental general state aid that you would

        23            receive for school year '16-'17 under Senate Bill

        24            515.  That section is a part, is made a part of

        25            the CLASS Act for the next school year and would
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        01            sunset at the same time as the CLASS Act on June

        02            30th of 2017.

        03                 Then the bill also in Section 3 establishes a

        04            statutory formula for capital outlay state aid.

        05            Again, as we discussed earlier, currently capital

        06            outlay state aid is a portion of the block grant

        07            for this school year.  Under 515 for next school

        08            year it would follow a statutory formula.  That

        09            statutory formula is the same one as it was prior

        10            to Senate Bill 7 enactment last year, so, we went

        11            back to the 72-8814 formula, the same one as I

        12            just explained for supplemental general state aid.

        13            So, we find the percentage based on the rounded

        14            AVPP, multiply that by the amount of capital

        15            outlay tax levy and that's the school district's

        16            capital outlay state aid.

        17                 Then Section 4 of the bill is something you

        18            haven't seen before.  This is school district

        19            equalization state aid.  I think in the vernacular

        20            it may be called the hold harmless state aid for

        21            school year '16-'17.  To qualify for this

        22            additional equalization state aid the school

        23            district's total supplemental and capital outlay

        24            state aid for '16-'17 has to be less than what

        25            they received through the block grant for
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        01            supplemental and capital outlay state aid.  So,

        02            they're receiving less next year than what they

        03            received this year.  If that's the case, then

        04            they're eligible for this additional equalization

        05            state aid and the amount is equal to that

        06            difference between next year and this year.  We're

        07            just looking at the supplemental and capital

        08            outlay state aids there in that calculation.

        09                 Section 6 of the bill amends the block grant

        10            calculation for next year simply because we're

        11            taking the supplemental general state aid and

        12            capital outlay state aid out of the block grants,

        13            distributing it to the districts through separate

        14            appropriations, so, there has to be a different

        15            calculation of what the districts receive under

        16            the block grant for next school year and that's

        17            done in Section 6 of the bill.

        18                 Section 7 amends the statute regarding the

        19            extraordinary needs fund that was established in

        20            Senate Bill 7.  As you recall, under current law

        21            districts submit an application for extraordinary

        22            need to the State Finance Council and then that

        23            application is approved or denied by the State

        24            Finance Council.  This administrative capacity is

        25            being shifted in Senate Bill 515 to the State
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        01            Board of Education, so, districts would then next

        02            year submit their applications for extraordinary

        03            state aid to the State Board of Education who

        04            would review and may conduct a hearing and allow

        05            the applicant school district to come and submit

        06            testimony to the State Board.

        07                 I'll also point out on page 10 of the bill,

        08            line 16 through 19, that in addition to the

        09            current statutory considerations for extraordinary

        10            need I'm going to talk about, you know, increase

        11            in enrollment growth, substantial drops in

        12            assessed valuation or other unforeseen acts, those

        13            are the three current ones.  In addition to those

        14            three the State Board may also consider whether

        15            the applicant school district has reasonably equal

        16            access to substantially similar educational

        17            opportunity through similar tax efforts.  So, they

        18            can look at the equitable funding of the school

        19            district as a consideration for providing

        20            extraordinary need under this section.

        21                 I'd also draw the committee's attention on

        22            page 10, lines 31 through 34, the proceedings of

        23            the State Board of Education under this section

        24            are to be conducted in accordance with the Kansas

        25            Administrative Procedure Act and any action of the
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        01            State Board is subject to review under the Kansas

        02            Judicial Review Act.

        03                 I also finally point out that this, the

        04            extraordinary need fund is a appropriated amount

        05            in Section 1 of just over 15 million dollars.

        06            There is no transfer of that 0.4 percent to the

        07            extraordinary need fund.  That amount is still

        08            taken into consideration for determining the block

        09            grant, but now the extraordinary need fund has a

        10            finite number of 15,167,962 dollars for school

        11            year '16-'17.

        12                 And then finally Section 8 of Senate Bill 515

        13            amends the, what was -- what is currently a

        14            nonseverability provision for the CLASS Act and

        15            amends that statute to make provisions of the

        16            CLASS Act severable, so that if any provision,

        17            including any provision of the new Sections 2, 3

        18            or 4 is found unconstitutional by the court, then

        19            those provisions may be severed and the rest of

        20            the Act may be continued in full force and effect

        21            for school year '16-'17.

        22                 The bill would become effective on July 1 of

        23            2016 if enacted and with that, Mr. Chairman, I'll

        24            stand for any questions.

        25                      CHAIRMAN MASTERSON:  Make an announcement
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        01            to the committee, there is -- we do have unusually

        02            a transcriptionist today as we are dealing with --

        03            she's over here and transcribing our meetings

        04            we've had -- it became apparent that our normal

        05            proceedings, committee minutes and things of that

        06            nature, were not accepted or seen as evidence by

        07            the court, so, we are simply trying to establish a

        08            record of our actions, so, with that I wanted

        09            everybody to be aware and won't be caught off

        10            guard.

        11                 Number two, we will have conferees in the

        12            morning and I will plan to work the bill tomorrow

        13            afternoon and today our sole witness, our sole

        14            conferee is Jason, so, questions with the bill and

        15            its technical structure need to be asked of Jason

        16            today.  So, with that, committee, I will open for

        17            questions for Jason, committee questions.  Senator

        18            Kelly.

        19                      SENATOR KELLY:  Thank you, Mr. Chair.

        20            I'm looking on page 10.  You gave some additional

        21            explanation on subsection 4 on there, in lieu of

        22            any of the foregoing considerations.  Can you

        23            explain that in English what that means?  An

        24            example, for instance.

        25                      MR. LONG:  So, the language there is the
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        01            equity standard that the Supreme Court has held is

        02            a part of the constitutional obligation for

        03            funding public education and, so, my understanding

        04            of this language is that if the applicant school

        05            district feels that it's not receiving its

        06            equitable distribution of state funding pursuant

        07            to this standard that the court has espoused, then

        08            it can apply to the State Board and the State

        09            Board may consider that as one of the

        10            considerations for granting extraordinary need

        11            under this section from that pool of money that's

        12            been appropriated for extraordinary need fund.

        13                      SENATOR KELLY:  So, what does similar tax

        14            effort mean?

        15                      MR. LONG:  That's a very good question,

        16            Senator, as to what similar tax effort means.  I

        17            believe there are probably several opinions on

        18            that, 'cause the court wasn't entirely clear on,

        19            on what kind of measure could be used to determine

        20            what is reasonably equal access, substantial and

        21            similar educational opportunity through a similar

        22            tax effort.  We didn't get a lot of clear guidance

        23            from the court in their last opinion on how to

        24            measure that, so, I'm not entirely sure how to

        25            answer your question as to what is similar tax
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        01            effort.  Other -- one opinion -- well, I just want

        02            to leave it at that 'cause we didn't have much

        03            guidance from the court on that.

        04                      SENATOR KELLY:  So, there wasn't a

        05            thought that maybe we ought to define it in here

        06            instead of just using nebulous words?

        07                      MR. LONG:  It is not defined in the bill.

        08            I can't speak to the intent of the requester as to

        09            its exclusion or inclusion in the bill.

        10                      SENATOR KELLY:  And then on line 30

        11            through 34.  This is really a question for my

        12            information.  What -- this says it will be subject

        13            to review in accordance with the Kansas Judicial

        14            Review Act.  What does that mean?

        15                      MR. LONG:  That means that if the school

        16            district that applies feels aggrieved by the State

        17            Board's decision on their application they can

        18            seek review of that State Board's decision

        19            through, by submitting a petition to the district

        20            court to review the State Board's decision on its

        21            application under this section.

        22                      SENATOR KELLY:  And then last question at

        23            least for now is on the first page we are actually

        24            decreasing the amount appropriated for the

        25            extraordinary needs fund, 17.5 to 15.1, and then I
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        01            notice over on the -- this came from the

        02            Department of Education, it's got capital outlays,

        03            supplemental LOB state aid, hold harmless, and

        04            then growth.  So, two million dollars in growth.

        05            What, what is that to be spent on and who -- how

        06            is that appropriated?

        07                      CHAIRMAN MASTERSON:  I might be able to

        08            explain that from discussions in the development

        09            of this as well.  The hold harmless provision as

        10            it was developed required two million more dollars

        11            to hold everybody truly harmless, so, the

        12            extraordinary need money was reduced by the amount

        13            of money needed inside the formula to fully fund a

        14            hold harmless equalization provision.  The two

        15            million in growth, the way I understand that from

        16            the department, is simply going back to a formula

        17            base.  There's potential changes within a

        18            district, they can make some changes to what those

        19            equalizations pay out from the time that we pass

        20            this to the time it pays out and that was an

        21            estimation from the department of what that growth

        22            may be to try to give the committee an indication

        23            of what the total nut, if you will, would be for

        24            the entire bill.  And also going back to the

        25            language you had inquired upon, it was -- for
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        01            those of us that were following what was finding

        02            of facts yesterday and trying to listen to the

        03            department and to the interested parties, with the

        04            hesitancy -- I don't believe the districts want to

        05            be in a, quote-unquote, class action lawsuit any

        06            more than we do.  We're trying to create

        07            potentially an administrative function, if you

        08            will, by which a district could apply to the

        09            department for two reasons.  One, they're here

        10            year-round.  They're an entity that is solely

        11            focused on that issue versus the legislature,

        12            which is only a portion of the year and have to go

        13            home.  So, we're hoping to create a method, if you

        14            will, by which they could have an administrative

        15            appeal and get immediate response in a given year.

        16            Committee, further questions?  Senator Francisco.

        17                      SENATOR FRANCISCO:  Thank you, Mr. Chair.

        18            I always think it would help if I'd served some on

        19            the education committee before I looked at these

        20            formulas, but I know one of the concerns that

        21            exists is with regard to the local option budget

        22            aid.  In this case people are losing that aid, is

        23            that right?  I see all negative.

        24                      MR. LONG:  Are you referring to the

        25            department's spreadsheet?
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        01                      SENATOR FRANCISCO:  Right, and I -- I'm

        02            wondering what happens, you know, one of the

        03            questions -- I'm just going to go back to Senate

        04            Bill 512 -- was that you could be awarded local

        05            option budget aid, but it wouldn't mean that the

        06            school would have any more funding to spend

        07            because that would be used for property tax

        08            relief.  So, how does this bill address concerns

        09            of property tax relief and in the hold harmless

        10            payments?  Or really -- yes, because that is still

        11            part of local option budget.

        12                      MR. LONG:  The hold harmless is

        13            equalization state aid to be distributed to the

        14            school districts and in terms of its effect on, on

        15            the property tax rates going up and down, was that

        16            your question?

        17                      SENATOR FRANCISCO:  No, the money that

        18            actually gets to the school.  In Senate Bill 512,

        19            as I understand it, you know, money was allocated

        20            for local option budget equalization, but some of

        21            that money was then used as property tax relief

        22            rather than money that went to the schools.

        23                      MR. LONG:  Well, this would work in

        24            similar fashion in that school districts adopt a

        25            local option budget and that's made up of both
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        01            what they raise locally and what the State

        02            provides as equalization.  So, to the extent that

        03            the State is providing more equalization next

        04            year, then the property tax that they can levy is

        05            going to go down, so, the school districts would

        06            have less -- you know, you would see property tax

        07            relief in that school district because more of

        08            that pot of money, that supplemental general fund,

        09            is made up for with the equalization state aid

        10            from the State and that will vary district to

        11            district depending on what their cap is currently

        12            for LOB, what their local levy is making up that,

        13            their portion of the LOB.

        14                      SENATOR FRANCISCO:  So, these estimated

        15            payments for hold harmless, do some of those go to

        16            make up the LOB aid?  What can -- or are those

        17            direct monies to the schools?  I think that's my

        18            question is what does the school end up with?

        19                      CHAIRMAN MASTERSON:  If I might, the hold

        20            harmless equalization aid, if you're one getting a

        21            hold harmless that is an amount of money bringing

        22            you up to where you would have been, so, it would

        23            have no effect necessarily on your local tax.

        24            Those districts that would receive more would have

        25            more money through this equalization formula,
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        01            would see a potential change in their local rate,

        02            but it would be along the lines of what the court

        03            are asking for.  It would be a narrowing of the

        04            poles, the highest and lowest.  You would see some

        05            changes that should bring that closer together

        06            because they'd be receiving more aid.

        07                      SENATOR FRANCISCO:  I'll study these

        08            more.

        09                      CHAIRMAN MASTERSON:  Senator Melcher.

        10                      SENATOR MELCHER:  Thank you, Mr.

        11            Chairman.  Jason, when you were giving that

        12            explanation of those components and you came up

        13            with a total of those and said that the, as more

        14            money is added in one bucket the other one has to

        15            be reduced providing for property tax relief, is

        16            that because if that were used to increase that

        17            number then it would put us at odds with the

        18            courts where we would be outside of equalization

        19            again?

        20                      MR. LONG:  No.  I believe it's based on

        21            your LOB budget authority.  You can only levy --

        22            you can only -- you're subject to law as to how

        23            much you can adopt as a local option budget based

        24            on the prior school finance formula and, so, you

        25            can only have that much budget and, so, to the
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        01            extent that a portion of that budget is provided

        02            for through equalization state aid to the

        03            supplemental general state aid coming from the

        04            State, you can't raise more money, otherwise you

        05            would be going over what you are legally capped at

        06            in terms of the local option budget.  That's why

        07            it results in a, in a decrease in property tax.

        08                      SENATOR MELCHER:  But if they were

        09            allowed to exceed that, would that then be in

        10            conflict with what the court has asked for?

        11                      MR. LONG:  If they were allowed to

        12            maintain their same tax levy and get the

        13            equalization on top so that it actually popped the

        14            LOB cap above the current statutory amount?

        15                      SENATOR MELCHER:  Correct.

        16                      MR. LONG:  Well, you would have

        17            additional tax levy by school districts which

        18            brings in other considerations with respect to the

        19            equity concerns that the court has raised with

        20            school finance.  So, I guess this bill keeps that

        21            in the status quo in terms of moving forward so as

        22            not to raise any additional issues with respect to

        23            equity?

        24                      SENATOR MELCHER:  So then if you were

        25            allowed to pop that cap then that would put that
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        01            particular district outside of equity that the

        02            courts have dealt with, is that right?

        03                      MR. LONG:  Yeah.  You would potentially

        04            have some additional equity issues since you're

        05            authorizing additional tax levy authority to

        06            school districts that hasn't been authorized, you

        07            know, that wasn't authorized this school year.

        08            So, certain school districts, to the extent that

        09            they could, could raise their tax levy and that

        10            would then have implications on what the State's

        11            obligation for equalizing those local tax levies

        12            are.

        13                      SENATOR MELCHER:  Okay, thank you.

        14                      CHAIRMAN MASTERSON:  Jason, on that

        15            question myself, do you have any concerns given

        16            the testimony yesterday or in your opinion, as the

        17            court said, reviving the two relevant portions.

        18            Do you have any concerns about us moving to the

        19            similar formula for the pot of equalized funds?

        20                      MR. LONG:  The court's language dealt in

        21            terms of what the court stated would comply with

        22            the equity standard was reinstituting the formulas

        23            from the prior school finance law for each one.

        24            The court, however, was silent as to -- I think it

        25            was silent as to distinguishing the two
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        01            equalization formulas and why two different

        02            formulas were, were to be applied in the two

        03            different tax levy areas and I think the court was

        04            also silent as to the ability to apply a broad,

        05            uniform equalization formula to all local tax-

        06            levying authority granted by the State.  That's

        07            the best I can do in terms of -- I don't know if

        08            concerns is the right term, but there's certainly

        09            -- there was no language in the court's opinion

        10            approving what's in 515 explicitly in terms of

        11            applying the capital outlay state aid formula to

        12            supplement general state aid determination.

        13                      CHAIRMAN MASTERSON:  So, the other --

        14            severability is new in this bill and for those

        15            that were involved in the language developing this

        16            bill, the consensus among those were that

        17            equalization in and of itself is such a small part

        18            of the overall pie, if you will, of equal funding

        19            that we wanted to make sure that if for whatever

        20            reason the courts had issue with any smaller piece

        21            of the pie, that they wouldn't close the doors on

        22            the entire pie.  So, could you elaborate a little

        23            bit on how that severability actually works in

        24            this bill.

        25                      MR. LONG:  Well, yeah, the amendment of
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        01            72-6481 would take it to a more traditional

        02            severability provision as opposed to a

        03            nonseverability provision, which it is in current

        04            law, and when we say severability, that simply

        05            means that if a court is to review the Act because

        06            there's a challenge to let's say the

        07            constitutionality of the Act and there's a

        08            challenge in particular as to one particular

        09            provision of that Act and the court finds that

        10            provision unconstitutional by having a

        11            severability provision, the legislature is telling

        12            the court that the legislature's intention is to

        13            allow the rest of the Act to still have full force

        14            and effect going forward and simply cut off the

        15            unconstitutional provision, sever it as it would,

        16            from the rest of the Act, but allow the rest of

        17            the Act to continue in full force and effect

        18            moving forward and, so, that's what the amendment

        19            to 72-6481 in this bill would be telling the court

        20            with respect to the CLASS Act.

        21                      CHAIRMAN MASTERSON:  Senator Denning.

        22                      SENATOR DENNING:  Thank you, Mr.

        23            Chairman.  Jason, I think the chairman just asked

        24            this question, but I want to ask it just so I can

        25            get it straight in my, in my mind.  The capital
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        01            outlay formula, you say it's in House Bill 2731,

        02            but it's the same capital outlay formula that we

        03            used prior to Senate Bill 7?

        04                      MR. LONG:  Yes.  It is the -- it is the

        05            same formula that was in K.S.A. 72-8814 prior to

        06            its repeal under Senate Bill 7.

        07                      SENATOR DENNING:  So, that formula's been

        08            in place for a while, so, it's passed the

        09            constitutional muster as far as we can determine?

        10                      MR. LONG:  Well, the court indicated that

        11            a return to that formula that you see here in 515

        12            for capital outlay state aid would meet the

        13            equitable standard that the court has, has laid

        14            out for satisfying the Constitution obligations as

        15            far as Section 6.

        16                      SENATOR DENNING:  And then if I

        17            understand correctly, the supplemental

        18            equalization is very similar in mathematical logic

        19            that the capital outlay calculation is?

        20                      MR. LONG:  Under 515, yes, it's the same

        21            calculation using the assessed valuation per pupil

        22            for the school district to arrive at a state aid

        23            computation percentage.

        24                      SENATOR DENNING:  And as far as the

        25            median assessed, is that in both capital outlay
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        01            and supplemental?

        02                      MR. LONG:  In 515, yes.

        03                      SENATOR DENNING:  In 515.  Thank you, Mr.

        04            Chairman.

        05                      CHAIRMAN MASTERSON:  On that subject

        06            matter, those trying to compile the bill and

        07            respond in an appropriate manner felt that what we

        08            wanted to use was a formula that had been

        09            predetermined by the court to be a proper method

        10            mathematically to calculate equalization and apply

        11            that equally.  Further questions?

        12                 Seeing none, I've had a request from one

        13            member, Dale, would you be available to at least

        14            just explain the run?  You have a run, so people

        15            understand, that are district by district

        16            comparisons just for the overnight.  Welcome you

        17            back with the conferees tomorrow, but had a

        18            request for you to just explain the paperwork, if

        19            you will, so that we can set that overnight.

        20            Thank you for being willing.

        21                      MR. DENNIS:  Yes, sir.  Let's go, if you

        22            would, please, you should have three printouts?

        23            You just have the summary?

        24                      CHAIRMAN MASTERSON:  I think they just

        25            have the summary, Dale.  The printouts, by the
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        01            way, three printouts would be an individual one,

        02            each of these columns for those --

        03                      MR. DENNIS:  That's available on the web

        04            if you want it, and the printout you have before

        05            you in the first column is capital outlay and that

        06            is very similar to the current law.  It's tied to

        07            the median at 25 percent.  We computed that for

        08            each district based on the latest valuation we

        09            have and the mill levy.  Now, the chairman

        10            mentioned about we allowed a little bit for

        11            growth.  The LOB mill levies could grow.  You with

        12            me?  Somebody maybe at five mills, they want to go

        13            to six or seven mills and that could affect that,

        14            so, we allowed a little bit to cover that.  The

        15            LOB right now is at the 81st percentile

        16            theoretically and we changed that this year, '15-

        17            '16, as part of the block grant and it's computed

        18            under the same formula in column two.  Instead of

        19            the 81st percentile, the median is set at 25

        20            percent and it goes up and down in thousand dollar

        21            intervals just like Jason mentioned.  So, that's

        22            in column two.  Since you're dropping from 81 to a

        23            lower level, the median's at 25 percent, those

        24            rates, you're going to see a lot of minuses when

        25            you look at that.  Column three, we've totaled up
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        01            the capital outlay and the LOB and you're going to

        02            see a lot of minuses there.  Then in column 4 is a

        03            hold harmless.  That brings you back up to where

        04            you started out, so, you break even and the --

        05            that is referred to I think as -- what did we call

        06            that in the bill?  State school equalization aid

        07            or something.  Anyway, that's going to the general

        08            fund.  That's hold harmless.  That brings you back

        09            to where you were in the current year.  And you

        10            may want to take a look at those.  Those printouts

        11            are online, they're available, we'll give you

        12            copies if you have trouble finding them, but each

        13            one of them, there's a printout for column 2,

        14            column 3, and then column -- the last one is the

        15            summary.

        16                      CHAIRMAN MASTERSON:  So with that, Dale

        17            will also be here in the morning and be able to

        18            answer questions.  Is there a question on the --

        19            Senator Powell.

        20                      SENATOR POWELL:  Thank you, Mr. Chairman.

        21            What if it's all zeros, what does that mean?

        22                      MR. DENNIS:  That means you're rather

        23            affluent in valuation and you don't get any

        24            capital outlay state aid, don't get any LOB state

        25            aid, and therefore there would be no grandfather
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        01            clause.  So, and I want you to know you're going

        02            to see some changes in that valuation in some

        03            districts.  Like out in your area, one I got

        04            memorized, like in Satanta, they won't get state

        05            aid, but they lost half their valuation last year,

        06            this year we're in right now.

        07                      SENATOR POWELL:  So, the block grant,

        08            they will get the same amount they got last year?

        09                      MR. DENNIS:  Yes, sir.

        10                      SENATOR POWELL:  Thank you.  Thank you,

        11            Mr. Chairman.

        12                      CHAIRMAN MASTERSON:  And again, Dave will

        13            be here -- Dale will be here in the morning.

        14            Question from Senator Kelly.

        15                      SENATOR KELLY:  You know, I don't serve

        16            on education either and, so, this always puzzles

        17            me.  Are we essentially changing the local option

        18            budget formula?

        19                      MR. DENNIS:  Yes.  The formula is

        20            changing from the 81st percentile concept we had

        21            before where you equalize up to 81st.  We're

        22            changing to the same formula that's in capital

        23            outlay, which means at the median percentage you

        24            get 25 percent state aid and it goes up and down

        25            in thousand dollar intervals.  So, if you go up a
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        01            thousand dollars more in wealth, you lose a

        02            percent.  The more affluent you become, you drop

        03            one percentage point each --

        04                      CHAIRMAN MASTERSON:  The court in effect

        05            had approved two different formulas for

        06            equalization.  This bill would contemplate using

        07            the single formula.

        08                      SENATOR KELLY:  So, the numbers that

        09            we're looking at in column 2, could there be other

        10            LOB aid that remains; that this is just the

        11            reduction based on the new formula?  We don't know

        12            whether this is what each of the school districts

        13            is actually getting?

        14                      MR. DENNIS:  This is the amount of the

        15            reduction, that's correct, and there could be some

        16            left.  For example, on the cover sheet you'll

        17            notice we reduced that 82 million dollars and the

        18            appropriation I believe this year, 450,500,000 and

        19            we reduced it down to 367 million, I believe it

        20            is, okay?  367 something.  So, that's on -- that's

        21            on one of the, one of the printouts that has the

        22            LOB on it.  I think we, we -- you may want to

        23            take a look at that and we reduced it --

        24                      SENATOR KELLY:  That's one of the runs on

        25            this?
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        01                      MR. DENNIS:  Yeah, and it's run number

        02            126 and it drops from 450,500,000 to 367,582,000,

        03            a drop of 82.9 million.  So, to give you an

        04            example -- let me grab one right quick-like.  Oh,

        05            take Seaman.  Their block grant, 3.3, under this

        06            formula they get 2.6.  So, they get 714,000 in

        07            hold harmless.  So, they will still continue to

        08            get some.

        09                      CHAIRMAN MASTERSON:  That's where you'll

        10            see, Senator Kelly, the hold harmless state aid of

        11            61 million.  That is the difference between

        12            roughly 59 million, which is the difference in

        13            equalization, plus two million from the

        14            extraordinary need fund to make sure no district,

        15            no district is harmed.  Senator Melcher.

        16                      SENATOR MELCHER:  Thank you, Mr.

        17            Chairman.  When I'm looking at these runs it's

        18            kind of reminiscent of a little while back where

        19            we had particular runs and then we got a surprise

        20            later that those runs weren't actually reflective

        21            of reality.  Do we run that same risk here?

        22                      MR. DENNIS:  I don't think so, sir.  No,

        23            because we know what the assessed valuation is.

        24            It's been certified, so, we know that.  It

        25            shouldn't change much.  It would be insignificant,

�  00029

        01            any changes.  The changes would be probably due to

        02            other things.  Assessed value is pretty well

        03            locked in.

        04                      SENATOR MELCHER:  Well, I mean, it's

        05            always related to other things, so, what --

        06                      MR. DENNIS:  You could have a minor --

        07            somebody could decide to raise their capital

        08            outlay levy.  Somebody might open a new building,

        09            get new facilities weighting, that would be a

        10            small amount, and then you could have a little bit

        11            of growth in virtual, virtual enrollment, but it

        12            shouldn't be large dollars.  That's the reason we

        13            put a couple million in there to take care of

        14            potential growth so you wouldn't have surprises.

        15                      SENATOR MELCHER:  So, do you expect any

        16            of those other things to exceed two million?

        17                      MR. DENNIS:  Not at this time, sir.  No,

        18            sir.

        19                      SENATOR MELCHER:  What about later?

        20                      MR. DENNIS:  Well, down the road five or

        21            ten years, I mean, you know, two or three or four

        22            years who knows, because I think this formula ends

        23            on June 30th.

        24                      SENATOR MELCHER:  Thank you.

        25                      CHAIRMAN MASTERSON:  Last question this
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        01            afternoon, Senator Denning.  Again, everybody will

        02            be available in the morning.  Senator Denning.

        03                      SENATOR DENNING:  Thank you, Mr.

        04            Chairman.  Again, Senator Melcher's concern.  The

        05            way I'm interpreting this is it's very similar to

        06            a block grant approach is where we're fixing the

        07            formula for a year so we don't get a property

        08            valuation surprise and from the testimony

        09            yesterday when we were in deposition mode there

        10            was a superintendent that said that he supported

        11            the block grant mostly because it gave him two

        12            years of certainty.  He's in the budget planning

        13            for next year.  The governor has a budget

        14            shortfall, so, he was worried about allocations,

        15            but the reason why he was supportive is that it

        16            gave him a two-year certainty, so, I think what

        17            this does, it brings -- with the hold harmless it

        18            brings it back basically to the block grant number

        19            that they've been planning on in their budget and

        20            going forward, so, if this would go forward they

        21            would have that number in their block grant that

        22            they have done their preliminary budget work on

        23            and they can complete that work?

        24                      NEW SPEAKER:  That would be correct, sir.

        25                      SENATOR DENNING:  Thank you.  Thank you,
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        01            Mr. Chairman.

        02                      CHAIRMAN MASTERSON:  Thank you, Dale, for

        03            being spontaneous for us there.  So, Committee, as

        04            a reminder, we will be in at 8 a.m. to continue

        05            the hearing.  We will have a transcriptionist as

        06            well for tomorrow.  We will have the hearing in

        07            the morning, we have session, we will come back at

        08            1:00 and it would be my intention to work the

        09            bill.  With nothing further, we are adjourned.

        10                      (THEREUPON, the hearing adjourned at 2:00

        11            p.m.)

        12            .

        13            .

        14            .

        15            .

        16            .

        17            .

        18            .

        19            .

        20            .

        21            .

        22            .

        23            .

        24            .

        25            .
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