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CHAI RVAN RYCKMAN:  Good afternoon,
Conmttee. As a rem nder, we do have a
transcriptionist here, so please speak clearly and
slowy. And | call for partisan support to rem nd
me to do the sane.

Bef ore we do plan on working House Bill 2001,
before we get into that, | want to have sone tine
to di scuss sone other options that have been out
there as far as financing. W have both J.G and
our Budget Director is here, as well, Director
Sul l'ivan, to discuss these. But before we do
that, | have a request for bill introduction, so
' m aski ng Representative Henry.

REP. HENRY: Thank you, M. Chairman. |
woul d request that the commttee adopt -- or
I ntroduce the Kansas Denocrat school finance
proposal revenue package that was presented.

CHAI RVAN RYCKMAN:  Second by
Representative Denning. Any discussion? Al in
favor, say aye. (Voice vote.) Qpposed? (Voice
vote.) Bill is introduced.

Any others? kay. To kind of give an
under standi ng of where we are at, and then again
sonme of the ideas that we've heard that -- | know

|'"ve talked to many in this roomor |'ve talked to
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superintendents across the state, the Budget
Director, our Deputy Secretary of Education, as
well as M. Scott, that | think it would be good
if we have sone tinme here in a public forumto

di scuss sone of these ideas and have a full
vetting of what we have been hearing the last two
or three weeks and again late last night and this
nor ni ng.

So to kind of start with, we'll ask M. Scott
to come up and kind of give us an overvi ew of
where we are at and sonme of the ideas that have
been subm tted, the so-called pots of noney that
we w il be | ooking at.

MR. SCOTT: Thank you, M. Chair. W
have been working wth a | ot of people, and |
woul d say that nost everything that we have has
been di scussed with many nore peopl e.

There is the plan that we discussed this
norning. Part of what that discussion was, was
around the $16, 000,000 that was in the Children's
Initiative Fund. The bill that the |legislature
passed said -- indicated that would be spent in
2017, about $16, 000,000, to pay for KPERS. The
Governor vetoed that, so that then freed up that

$16, 000, 000. We kind of tal ked about earlier this
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nor ni ng we used about 10.5 of that. The total
amount of that is about $16, 000, 000.

Di scussion al so included TANF funding. W
had di scussed at one point in tine about 10 point
-- about 10.1 mllion dollars. Wen we back into
that a little bit further, about $6, 000, 000 of
that the Departnent for Children and Famlies
| ooked at that and thought that they really can
use $6, 000, 000 for some of the Four-Year-Ad At-
Ri sk, so we brought that back down to 4.1 mllion
dol | ars.

There was sone di scussions on the Mtor
Vehi cl e Moderni zation Fund. That's a $4 fee that
are added on top of driver's licenses. That tota
brings in about 12.2 mllion dollars. W
al | ocat ed about $3, 000,000 of that, so there is
$9, 000, 000 that nobves noney fromthe nodernization
fund into the state highway fund. That's sone of
t he di scussions that has been brought up.

There is also the Job Creation Fund.
Currently, that fund has about 15.4 mllion
dollars in it. Different plans have di scussed
using portions of the Job Creation Fund. |'m not
sure that | am-- | think that's all of themthat

| know of that we have as far as revenue sources
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that we've tal ked about.

CHAI RMVAN RYCKMAN:  Any ot her revenue
sources that have been discussed that you' ve heard
that you want to discuss now? Representative
Denni ng.

REP. DENNING Can | ask the Budget
Director, M. Chairmn?

CHAl RMVAN RYCKMAN:  Director Sullivan,
coul d you pl ease cone up?

REP. DENNI NG  Thank you. The -- M.
Scott tal ked about the job creation program and
that was identified, there is like 13, 16 -- what
did you say?

MR, SCOTT: 15.5.

REP. DENNING 15.5 mllion. The bil
that we just introduced had used sone of the
13, 000, 000, 13, 000,000 for schools. The bill that
we heard this norning was going to use -- take a
cut fromevery school district, a half of a
percent cut. So according to our information,
this noney is just sitting idle in the Departnent
of Commerce. Can you explain to us why it would
be nore advantageous to cut school s al nost
$13, 000, 000 and | eave funds sitting idle? And |

know you had a response, so | kind of wanted to --

fppmo Biggs =

lrcinainngy fproaial s o Tedyy & Compier Ll me

B E. 1™ $reed, Suale 05 5111 5W 21 Btreel B30 W, B5° Street. Suite 100

Wichiti, K5 47202 Topekin. K5 GishLE Overland Park, KE 66213

F16-201-1612 THE5-27T5-3063 Si3-38E-1 130
WA, g P e gEs. eosn



6/23/2016 MEETING

© 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 0o M W N +—, O

MR, SULLIVAN. |'Il be happy to respond
to what the fund does. As M. Scott said, there
I s about 14 or $15, 000,000 in the bal ance of it.
O that total, about half of it has been comm tted
to binding commtnents. The Anmazon One project at
Gardner - Edgerton was -- had an anount that was
commtted to be paid out, in other words, to
secure that business to that |ocation.

There was an avi ation conpany in Wchita that

also was -- | don't knowif it was recruitnment or
retention -- that had a nunber of jobs associ ated
withit.

The Goodyear plant here in Shawnee County had
a binding commtnent fromit, fromthis pot of
noney fromthe JCF.

There is an upcom ng comm tnent that we made,
probably wthin the next couple of weeks, in a
maj or nmetropolitan area that that has been used in
part fromthis fund for the creation of new jobs.
So there is roughly between 7 and $8, 000, 000 t hat
have been comm tt ed.

The other part, so there will be a 7 to
$8, 000, 000 bal ance that is left. W prefer not to
take fromthat because we have already elimn nated

the annual transfer that goes to the Departnent of
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Commerce for the Job Creation Fund purpose in the
approved budgets for 2016 and fiscal year 2017,
and al so reduce sone of the other economc

devel opnment funds at the Departnment of Commerce,
wi th the understanding that they would have this
bal ance at the JCF, or Job Creation Fund, for the
next couple of years to spend down.

The reason -- the last thing I'lIl close with
on this question is the reason that had a bal ance
was that they were spending down a program call ed
i npact bonds and they had a specific deadline or
tinmeline they had to spend for that program And
I'"'mnot sure of the specific source of revenue
that goes into that particular fund at Comrerce,
but over the last year or two they have been
spendi ng down that inpact bond fund because of the
deadline they had to spend that. So projects they
normal |y woul d have to use fromthe Job Creation
Fund the | ast couple of years, they have been
usi ng the inpact bonds instead. That source is no
| onger there. So they've used half of it for
bi nding conmtnents for a couple of projects in
Shawnee M ssion and plan to use the renai nder of
the bal ance for other projects in the next year or

t wo.
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REP. DENNING M. Budget Secretary, can
we get sone of that, what you just told us, in
witing because | -- because | need to -- this is
all new information that we had never heard
anything about. | nean, if we go hone and say we
had to cut schools 13,000,000 and the trade-off
was -- we had funding sitting here for jobs, but
maybe -- we may be | osing sonme school jobs to keep
these jobs. So | just want to nmake sure you have
in witing what we got.

MR. SULLIVAN: ['Il send to the Commttee
Chair or his staff fromthe Departnent of Comrerce
or fromne later this afternoon.

REP. DENNING | appreciate that
information to share with other nenbers of the
body.

CHAI RVAN RYCKMAN:  Representative Lunn

REP. LUNN: Thank you, M. Chair. Shawn,
| assune all this noney that mght be there for
job creation is going to be targeted for growh of
private sector jobs?

MR. SULLIVAN: That is correct.

REP. LUNN: And could you give ne any
I ndi cati on of what other surrounding -- | know

Texas has an enornous job closing, deal closing
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fund. How are we stacked up conpared to
conpetition to be able to attract businesses?

MR, SULLIVAN. | have been told by the
Department of Commerce that when we conpare our
fund to other states, ours is nuch smaller. 1've
never done an enpirical analysis on that, but I
have read sone articles, literature about it from
nati onal associations that would say that, as
well. So ny understanding is that our fund, the
purpose we use it for is econom c devel opnent, is
smal | er than other states.

REP. LUNN: Thank you.

CHAI RVAN RYCKMAN:  Representative Wl fe
Moor e.

REP. WOLFE MOORE: Thank you, M. Chair.
To followup a little bit on Representative
Henry's questions and remarks, | would be very
curious to see the actual breakdown because ny
under st andi ng, between the Edgerton project and
the nmajor nmetropolitan city project, which we all
know where that is going and who that is, that
just barely consists of about a mllion. | think
the anmount that goes to the major netropolitan
project is between 700 and $800, 000 at the top, if

we get all the jobs we hope to out of that, and
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Edgerton is not that nuch. So I'mtrying to -- a
| ot of noney nust be going to the Wchita and the
Goodyear project.

MR. SULLIVAN: | was told there is a
nunber of projects that have been conmtted to out
of the part of the fund, the bal ance that has
commtnents. |'Ill ask the Departnent of Commerce

to send over --

REP. WOLFE MOORE: | would like --

MR. SULLIVAN: -- as nmuch information as
we can.

REP. WOLFE MOORE: -- exactly how nuch is

going to every project so we know exactly how nuch
is available. Thank you very mnuch.
Thank you, M. Chair.
CHAl RVAN RYCKMAN: Representative
Hi ghl and.
REP. HI GHLAND: Thank you, M. Chair.
Coul d you give us an update on the Bi osci ence
Authority, the selling off the assets and where we
stand on that?
MR. SULLI VAN.  We have been working with
the Bi oscience Authority staff on the sale of the
portfolio. There has been sone nunber of

conversations or communi cati ons between their
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board and their Executive Drector, nyself,
menbers of the Governor's staff. So it will be
hopeful ly sonetinme in the next quarter.

REP. H GHLAND: Thank you.

CHAI RVAN RYCKMAN: | believe, you correct
me if I"'mwong, that this year's budget assunes a
$25, 000, 000 proceed al ready?

MR, SULLI VAN. The fiscal year '17 budget
assunes revenue fromthe KBA sale.

CHAI RMAN RYCKMAN:  Representative Henry.

REP. HENRY: The -- | don't want to go
into a job creation hearing here, but there is
concern about, you know, Amazon closed in
| ndependence and then noved sonmewhere el se and now
we reward themw th sonme nore fundi ng, sonme nore
comerce noney. So do you have any response to
that? Is that -- do we do that all the tine,

all ow a conpany to close and then reward then?

MR, SULLIVAN. |I'mnot famliar with
that, the Amazon specifics, but 1'll go try to
find as much detail as what they are willing to

send over, include that in the information, as
wel |l as the other information that you requested.
REP. HENRY: M. Chairnan, one nore. So

I"mstill confused. W heard we are going to
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| eave about 8,000,000 left in extraordinary funds;
is that correct? And that if other school
districts -- howdo we -- if we have 20,000,000 in
requests, how do you do the 8,000,000? Wat's the
process here, is it first come, first serve? O
how are you going to do this?

CHAI RVAN RYCKMAN:  Representative Henry,
"Il address that. Because the way the bill is
drafted, just last like the |last one we passed
that had a hold harmess in it, that when schools
did | ose noney, the one the Court's rejected, the
reason we are here today, this one is the sane.

It basically gave the noney to the Departnent of

Education to distribute. It still has a provision
for equity. It also has provisions for new
gr ow h.

Now, the Johnson County superintendents have

suggested and our Departnent we spoke wi th woul d

follow the policy of a -- either a two to three
mll increase. It would have cost two or three
mll increase to be eligible to refill that LOB

pot. And so if we have a rural district that has
to raise the LOB 10, 15, they would be first on
the list, conpared to like the district |

represent would not be eligible for the LOB

Pppmo_Biggs =z

lrcinainngy fproaial s o Tedyy & Compier Ll me

B E. 1™ $reed, Suale 05 5111 5W 21 Btreel B30 W, B5° Street. Suite 100

Wichiti, K5 47202 Topekin. K5 GishLE Overland Park, KE 66213

F16-201-1612 THE5-27T5-3063 Si3-38E-1 130
WA, g P e gEs. eosn



6/23/2016 MEETING 14

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

through this fund, but they could be for new
gr ow h.

In addition to that, | believe a condition
woul d be the average m |l needs to be at 19, a
median mll of 19. So if you are above 19 and you
have to raise it two or three, I'mnot sure of the
exact nunber that was negotiated, then you could
cone to apply for -- so it doesn't reduce that.

If you look in our hold harm ess account, the
districts that | ost noney was around 12. This
woul d reduce it significantly. The |arger ones
woul d not be eligible. It would be the ones that
had | arge swi ngs in valuations that would then
cause large swings in their LOB increase.

REP. HENRY: WII| $8,000,000 be enough,
M. Chairman?

CHAI RMAN RYCKMAN:  There is $8, 000,000 in
the fund. Any agency that conmes in front of this
conmttee, we ask themthat question, they answer
always is we want nore. |'mjust saying this is
going to preserve the taxpayer dollars that we
have.

Any ot her questions for the Budget Director?

Representati ve Wl fe More.

REP. WOLFE MOORE: Thank you, M. Chair.
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And so back to our request, by the tinme we get
that request we'll probably be done and out of
here, so I'll just take your word for it that
there is $7,000,000 worth of commtnents. So what
about -- did we take the other six to use for
school s? That is half of that 13, just about, and
we woul d | essen the cuts to schools and that woul d
nmake a maj or difference.

MR, SULLIVAN. We would prefer to remain
that -- to keep the balance to JCF. Again, if we
woul d not have reduced or elimnated sonme of their
ot her annual funding in the budget, | probably
woul d have a different answer for you. But
because we elimnated the annual transfer to the
JCF fund and al so reduced sone of the other
econom c devel opnent prograns they had, then we --
when | recommended that to you in January, then ny
preference would be to keep the bal ance there so
they can use it to recruit new private sector
compani es.

REP. WOLFE MOORE: And | appreci ate what
it'"s normally for, but this is probably job
preservation because if the worst happens and
school s don't open, you know, it could make a

pretty valid case this falls right inline with
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what that pot of noney should be used for. Thank
you, M. Chair.

CHAI RVAN RYCKMAN:  Representative
Bal | ar d.

REP. BALLARD: Thank you, M. Chairman.
Gsawat om e, |'m aski ng about that because that's a
| arge chunk of noney right now. W are paying
$1, 000, 000 a nonth because we are no | onger
receiving the federal funding. Were do we stand
on getting our recertification back so we can get
our federal funding back and then we woul d have
$1, 000, 000 we could free up?

MR. SULLI VAN: The $1, 000,000 -- well, we
requested 11.4 mllion of enhancenents for the
fiscal year 2016 budget for GCsawatomie. A portion
of that was for |oss of fee funds and Medicare
noney from not being certified for a portion of
2016. There was not additional noney requested or
appropriated in the fiscal year 2017 budget. M
assunption is that the hospital will be
recertified at sone point the first quarter of the
fiscal year. W will have to evaluate their
fundi ng sources and their federal funds, fee
funds, what's coming in, what's com ng out prior

to our budget subm ssion in January. But to
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answer your question, there is not additional
funding that is going to Csawatom e in fiscal year
"17 due to the loss of the certification.

REP. BALLARD: One nore, please. | read
recently we have a four percent reduction for |ike
Medi cai d providers, which is really affecting the
case managers, which then goes really heavy with
KCARE because, as you know, |I'mon the KCARE
oversight commttee and have been wonderi ng about
that. Wy was that decision nade, know ng that we
have a real problemw th just getting our
providers on their feet and the case managenent s?

MR. SULLIVAN: As far as the case
managenent question, if they are honme and
communi ty- based servi ce case nmanagenent, | believe
t hey woul d have been exenpted fromthe four
percent reduction, but there are others in the
roomthat may be able to answer that question
better than I.

But as far as why we made the four percent
reducti on, we needed to nmake sonmewhere in the
range of $90, 000, 000 of reductions in order to
make the budget for fiscal year 2017 work, based
on the revenue assunptions fromthe CRE that we

had plugged in. So we went ahead and did that
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with a total of about $97, 000,000 of reductions.

REP. BALLARD:. Thank you, M. Chairnman.

CHAl RMAN RYCKMAN:  Representative Hutton.

REP. HUTTON:. Thank you, M. Chair. This
m ght be for J.G or Shawn. Run through the
noderni zation fund transfers. |'mstill kind of
cl oudy on what's there, what's novi ng around,
what's been commtted. J.G

MR. SCOIT. Thank you, M. Chairman. The
noder ni zation fund is based on that $4 fee that's
added to driver's licenses. That brings in a
total of about 12.2 mllion dollars. 1In the
appropriation bill, there was $3, 000,000 that was
appropriated to the Departnent of Revenue, to
Departnment of Commerce and --

MR. SULLI VAN.  Departnment of
Adm nistration for the digital imaging fund for --
and also to the Departnent of Revenue, not
Commer ce.

REP. HUTTON. 3, 000, 000 each or --

MR, SULLI VAN. No, 3,000,000 total.

MR, SCOTT: And with the remaining
funding, that's the 9.2 mllion dollars. The 9.2
mllion dollars is transferred into the state

hi ghway fund. That was done in a transportation
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bill. Once the Mdernization Fund and DW was
conpleted, it's supposed to shift over the $4 into
the state highway fund. So the 9.2 mllion
dollars is scheduled to go into the State H ghway
Fund from t he noderni zation fund.

REP. HUTTON: So that transfer hasn't
occurred yet?

MR. SCOTT: The transfer has occurred to
the state highway fund. That's sitting in the
state highway fund. |If you were to elininate
that, it will be transferred back -- it would
literally be a transfer fromthe state hi ghway
fund into the state general fund, but it will be
because of the nodernization fund fee.

REP. HUTTON:. Anot her question. You
mentioned that there was $1, 000,000 that went into
the Departnent of Adm nistration's inmaging deal.
Isn't there -- wasn't there already a balance in
that, as well?

MR. SULLIVAN: | believe the bal ance at
the end of this year is $400, sonething |ike that.

REP. HUTTON: After the $1, 000, 000
transfer?

MR, SULLI VAN: They spent the noney this

year. W transferred part of it, as well, the
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unused noney for '16. But they are scheduled to
get a new $1, 000,000 in fiscal year 2017.

REP. HUTTON. So the noney that was in
| ast year's budget that they never spent, they
spent it this year. As | recall, there was sone
di scussion that they had sone funds that they
hadn't spent in that inmaging fund.

MR, SULLI VAN. They spent, | believe,
half of it in fiscal year 2016 and then
transferred the other half to the state general
fund as part of the round of allotnents that we
di d.

REP. HUTTON. So it's gone?

MR, SULLI VAN:  Yes.

REP. HUTTON. Ckay, thank you.

CHAl RVAN RYCKMAN: Representative Lunn
Lunn passes.

Any ot her funds of nobney we are | ooking at?
Representati ve Carpenter

REP. CARPENTER: Thank you, M. Chair.
Are we on the bill that's introduced or are we
on --

CHAI RVAN RYCKMAN:  Not yet. | wanted to
get sonme nore questions and other ideas fl oated.

REP. CARPENTER: Well, could | get a
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couple clarifications fromM. Penner? 1'd |ike
t he breakdown of all the figures that you had
earlier, the 4.1, howthey all add up. If you
could get that copy. Do you have that? | don't
really need you to go over it. 1'd just like to
have it.

MR. PENNER. Ch, you just want a --

CHAl RVAN RYCKMAN:  Whil e you are here,
you mght as well go over it as far as the
transfer of noney.

MR. PENNER: |'d be happy to. The
estimated LOB cost for next year, fromthe state's
perspective, is 467,000,000, and we currently have
367.6 mllion appropriated. And this bil
appropriates an additional 99.4 mllion.

The sources of that 99.4 mllion are, first,
that we elimnate the hold harm ess noney t hat
existed in 2655. That is 61.8 mllion. Next, the
0.5 percent adjustnent to general state aid is
13, 000, 000. Next, the adjustnents to virtual
school state aid are a total of 2.8 mllion. The
adjustnent to the extraordi nary need fund provides
7.2 mllion. The TANF changes provides 4.1
mllion. And the renmaining 10.5 mllion cones

fromthe naster settlenent agreenent noney that
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was vetoed from Section 56 -- 50(C) of the Senate
Bill 249, the budget bill.

REP. CARPENTER: Thank you, M. Chair.
Coul d we get copies of that? |'ve had a | ot of
guestions about where it's comng from and as old
as | am | forget.

CHAl RMVAN RYCKMAN:  And we'll have -- 1'I1
have -- J.G wll go over our runs in alittle
bit.

| think we probably ought to take tinme to
take a step back and | ook at the snapshot in tine
where we are now financially. 1'll ask J.G to
come up and tal k about where we are at and what
our projected balances will be next year, and
maybe the Budget Director can fill in on what sone
of our actuals are today.

MR. SCOIT: Thank you, M. Chairnman.
Goi ng back to where we were prior to the speci al
session, we had an endi ng balance in the current
year of 21.5 mllion dollars and a projected
endi ng bal ance of a little over $87,000,000 in
2017. So that's kind of where we started.

| f we go back to our state general fund
recei pts fromlast nonth, we were over $66, 000, 000

short in total receipts. And with a $21, 000, 000
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endi ng bal ance, if that continues, and right now
it appears as though we are not going to nake that
up, and it may get worse in June, we would not
have that $21, 000, 000 endi ng bal ance. And in
fact, we would have to probably sweep funds for
sonme flexibility to get through the year or
per haps not nake sone paynents in the current year
to get through this year. So | would anticipate,
you know, having very little, if any, ending
bal ance.

So if that's the case, our $87,000, 000 endi ng
bal ance will be reduced because we said we had a
$21, 000, 000 begi nning bal ance. So if we reduce
that, we are down to about $66, 000, 000. If we
have to del ay sone types of paynents, that would
reduce that, you know, $66,000,000. So when we
are just |ooking at where we are right now based
on the information that we have, the ending
bal ance woul d be substantially below, | would say
bel ow t he 66, 000, 000. And dependi ng on how rnuch
of those gets delayed, it could be, you know, 10
or $15, 000, 000 endi ng bal ance for 2017 very
easily. And that would then be, assum ng that
revenue for 2017 would be comng in, the sane type

of projected increase that we have originally
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pl anned.

CHAl RMVAN RYCKMAN:  So if our revenues
remai n constant next year and everything we know
now, we would have a little over $10, 000,000 in
any of the funds that we tal ked about so far that
could be swept by the Governor to fill the gap for
all other prograns?

MR. SCOTT: For those in the current
year, yeah. | nean, |like sonme of the funds that
are out there mainly to be used this year to get
t hrough expenditures for this year. And if those
expenditures are used -- or the revenues used,
then they wouldn't be avail able for next year.

CHAI RVAN RYCKMAN:  So, okay. Any ot her

questions on the big picture, where we are at and

how -- as we | ook at these funds, | think we have
all | ooked at different ways of angles, sone, yes,
are available, but it looks Iike they will be

needed to fund the rest of the state governnent.
To Representative Ballard' s coments earlier
about sone of the Medicaid cuts, as this conmmittee
has al ways done it | ooks at the entire bal ance of
the state, and not just one of our | argest
expenditures. That's why this bill has been kind

of crafted as it has in kind of the narrow scope
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that it has.

Any ot her questions for J.G ? | know one
nore thing 1'd like to sonme information on TANF
that | want to clarify. Before that,
Represent ati ve Finney.

REP. FINNEY: Thank you, M. Chair. |
was just wondering if you could just give us a
brief overview of that $900, 000, 000 i ndebt edness
of the State Finance Council ?

CHAI RVAN RYCKMAN: | don't want to get
too sidetracked on this, but basically the state
aut horizes -- kind of borrows fromitself to pay
the bills. It's been happening for quite a few
years. Yesterday, we did approve 900, 000, 000.

Any ot her questions? | would |ike to get
sone information on TANF here this norning that |
want clarified. And Representative Carpenter,
question on that for Director Sullivan?

REP. CARPENTER: Yes. Shawn, could you
clarify the transfer fromthe -- to TANF from ClF
for nme?

MR, SULLIVAN: As | understand what's
proposed of being transferring 4.1 mllion dollars
that currently flows through the Children's

Initiative Fund, or CIF for short, to the Pre-K
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Pilot program of the Departnent of Education.
There were sone statenments nade this norning,
"Il quote, that equalize school funding probably
will have little inpact if we strip the lifelines
of our youngest children. They need to enter the
ki ndergarten ready to learn. That's a ridicul ous
statenent. The proposal of noving 4.1 mllion is
purely record keeping. |It's using TANF, instead
of CF noney. It will not change the children
served or the nunbers served or anything like
t hat .

REP. CARPENTER  Thank you. Thank you
M. Chairman.

CHAI RVAN RYCKMAN:  J. G, if you want to
kind of clarify too fromyour perspective on what
this does to prograns.

MR. SCOTT: Yeah, M. Chairman. W
tal ked with the Departnment for Children and
Fam | ies and wanted to nake sure that what we are
saying is correct, and that's what we found, as
well: that we can serve the sane children with the
sanme services that are out there. There would
just be sone additional reporting that would be
required in order to use the TANF funding. That's

what we found in our request fromthe Departnent.
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CHAl RVAN RYCKMAN: Representative
Bal | ard.
REP. BALLARD: | got a response to that

answer this norning and nowit's really confusing

because | thought | was understanding it. |If it's
not going to affect that programat all, and it's
-- but it's still going to reduce that fund to

37.9, so it's going to be less than 42. And we
are tal king about record keeping, | understand
that. So again, | would have to ask for a
clarification. If we have $42,000, 000 and we take

4.1, you say it's record keeping and the program

gets to stay the sanme - | don't have ny notes from
this nmorning where | understood it - I think -- |
woul d still like to understand when you say what

the record keeping would be. Are we reducing

t hose funds or not? And once we determ ne that,
then | can ask you another question. Are we
reducing the funds or will we keep 42,000,000 in
the Children's Initiative Fund?

CHAl RMVAN RYCKMAN:  There was an al | ot ment
that was nmade. | think that's what's causing the
confusion. There was additional noney from TANF
being put into the fund. That additional noney

that we put into the fund is now being taken out
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of the fund. | think the confusion cones fromthe
al l ot mrent of around $3, 000, 000 that happened pri or
to this bill.

REP. BALLARD: GCkay, now, that's the
3, 000, 000, but that 3,000,000 is not the 4.1. |
mean, it's not included in the that. Am|
correct?

CHAl RMVAN RYCKMAN:  Yes, 4.1 is not in the
fund. 4.1 is comng out of the fund.

REP. BALLARD: GCkay. The way | see it,
if I put 4.1 in and | take 4.1 out, it's not in.

CHAI RVAN RYCKMAN:  That's right, and
nothing is going to affect it.

REP. BALLARD: It does. But for
reporting purposes it says TANF, but yet you say
it's comng out of --

CHAl RVAN RYCKMAN:  Maybe we'll let J.G
try to explain this better than I'mfailing to do.

MR SCOTT: M. Chairman, what we woul d
do is we would have the $42,000,000 that is in the
fund, in the Children's Initiative Fund. W woul d
take 4.1 mllion dollars out of the Children's
Initiative Fund and transfer it to the state
general fund. So the Children's Initiative Fund

IS being reduced 4.1 mllion.
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What is done followng that is we are
substituting 4.1 mllion dollars of TANF funding.
So we are increasing the amount of funding going
in froma different source, fromthe TANF fund
rather than Children's Initiative Fund, of 4.1
mllion dollars. The net effect to the program on
this portion of it is zero. Instead of spending
Children's Initiative Fund, it will be reduced,
but TANF funds will be included in that 4.1
mllion dollars. So the net effect to the program

woul d be zero. They would spend 4.1 mllion |ess

in TANF and 4.1 mllionin -- I'msorry, they
woul d spend 4.1 million less in Children's
Initiative Fund and 4.1 mllion nore in TANF.

REP. BALLARD: So this is the Pre-K
programthat we are tal king about?

MR. SCOIT: Right.

REP. BALLARD. So they still have their
program we are just going to fund it differently.

So you are not taking the 4.1 mllion and taking

the progran? | see you're shifting the noney all
around, but the programis still intact, but they
Will -- but CIF wll be reduced, but you are going

to put the noney in another way?

MR, SCOTT: Correct.
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REP. BALLARD: And now you wonder why |
was aski ng the question?

CHAI RVAN RYCKMAN: It's a great question.
Thanks for asking.

Commttee, we will hand out the runs for the
districts and J.G w Il work through themwth us.
So it looks sonmething |ike this.

MR. SCOTT: Now that everybody is up
there on the Children's Initiative Fund, we'll go
ahead.

And one of the docunments that the Chairnman
had requested was a summary of all the changes
t hat have happened basically to the block grant in
one docunent. So what's -- what we have done is
we went through and pulled out all of the runs
that the Departnent of Education had done and j ust
pi cked out the differences fromthe block grant to
what is proposed here or what was included in the
capital outlay. Gay? And put it on one sheet of
paper .

So the first colum you'll see, columm 3, it
tal ks about general state aid, and this reflects
the half a percent reduction to the bl ock grant.
So the proposal was to reduce one half of one

percent, and that total ed about $13, 000, 000.
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That's what is reflected here is that reduction by
school district.

When we put noney in the block grant, we
identified a new formula to use. This goes from
the block grant, in colum 4, to the new formul a
based on the 81.2 percentile, which is the old
formula. So we went back to pre block grant. The
total effect of that is an increase of about
$16, 000, 000. This identifies all of those that
are being reduced and all of those that are
getting additional funding. So the negative, the
amount that they are getting fromthe |ocal option
budget state aid is going dowmn. The positive, the
state aid is going up.

Capital outlay, this is stepping back for
just a little bit because this is what we have as
our proved already. So this isn't in the bill,
but this is part of what the school districts are
getting. This is based on the -- once again, we
changed the formula in the block grant. This is a
change fromthe block grant to what is nowin the
approved budget, and that's in colum 4. Once
again, the positive, they are getting additional
state aide; negative, they are getting |less state

ai d.
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The second columm 3 identifies the changes
for the virtual aid, and this is going to the
bl ock grant. W are being consistent on that.

The bl ock grant --

CHAl RMVAN RYCKMAN:  Can we have soneone
shut the door please?

MR. SCOTT: The virtual state aid is
supposed to change from $5,000 for full-tinme
students in 2016 to 5,600 in "17. |If we go back
to what it was before, it was at 4,045. So in '15
it was 4,045, '16 it was supposed to go to 5,000
and in "17 it is supposed to go to 5,600. Wat
this does is it does not increase from'16 to '17.
So instead of going fromb5,600 -- or fromb5,000 to
5,600, this stays at the 5 000. So we show it as
a negative here because we are going back to the
bl ock grant. But when you conpare to what they
have this year and next year, these amounts woul d
be flat depending on the nunber of students.

Then the final colum we just added up all of
the adjustnments to total the total adjustnents for
each of the school districts based on what's
happened. And it shows that when you | ook at it
intotal, it's about 23.5, alnost 23.6 mllion

dollars in increases that are offset by sone
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reducti ons.

CHAI RVMAN RYCKMAN:  Representative
Rhoades.

REP. RHOADES: Thank you. And just so |
understand, and I'Il just use the first page so
it's easy for you, just to look at the top |ine,
as an exanple. Am1 right or am|l wong that
colum 4, or that the LOB state aid part, that
noney is, in the case of Marmaton Vall ey, 400, 000.
That's not noney that's being taken fromthe
district, that's noney that's being taken fromthe
-- not the school -- not fromthe school operating
funds, but fromthe district itself in terns of
the nmunicipality, the property tax, or am| wong
about that?

MR SCOIT: It's just the opposite.
Actually, if it's negative, they woul d have been
getting state aid fromthe block grant. And if
it's negative, they are not getting as nmuch anyway
in the new formula -- or the old fornula, if you
will. So they were expecting $400,000 in state
aid in Marmaton Valley that they are no | onger
receiving. So this would actually reduce the
dollars that the school district is getting.

You m ght be thinking about, perhaps, lola
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where they are getting $70,000 nore for the schoo
district, but nost of that nobney is going to go
into property tax relief for nost of these because
of the anpbunt of the LOB that is captured, the 30
or the --

REP. RHOADES: And | guess that's the
confusing part. So when we are tal king about
$38, 000, 000, you know, in the discussion that we
are having, but the discussion is none of that
goes into the districts. |If we bring that
$38, 000,000 in, it doesn't go to the district, it
goes to property tax relief, correct?

MR. SCOIT: Correct.

REP. RHOADES: So that's a little
confusing in looking at this to know. | guess for
me I'minterested in knowing are you telling ne
the total adjustnent fromthe block grant on the
far right, if it's negative, it's going to nean,
in the case of Marmaton Valley, that their
oper ating budget is going down $410, 000?

MR, SCOTT: That woul d be ny
under st andi ng.

REP. RHOADES: The school district?

MR SCOTT: Yes.

REP. RHOADES:. So that's the confusing
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part is knowi ng how the property tax conponent
figures.

CHAI RVAN RYCKMAN:  Can | just add, this
is the safe harbor option. This is what 81.2
does, and the state aid for Marmaton Vall ey woul d
be dropped 400, 000. They woul d have the authority
to raise it back up locally and so their operating
budget would be -- not be affected if they chose
to do that. They also do have the option at the
State Board of Education to petition that they fit
that criteria that we tal ked about earlier where
they are already above 19. | don't have their
bills in front of me to knowif they would or not.
And it would take nore than two and a half mlls
to make that difference. But if they chose --
again, this is just going back to the old fornula.
This is not what the bill that we al ready passed
did, it was voted unconstitutional. This is what
t he safe harbor is.

MR. SCOTT: M. Chairman, | would say
that while the LOB is sonmewhat confusing about
whet her they are | osing noney for the school
district or -- or additional nobney going into
property tax relief, nost of the capital outlay,

If that is a positive nunber, that is noney that
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goes into the school districts. So that is an
actual increase. So that noney stays with the
school districts. So all of the capital outlay
i ncrease of about $23, 000,000 does increase their
-- the funding available for those school
districts.

REP. RHOADES: But in the case of
Humbol dt, the second |ine, even though they' ve got
capital outlay of 59,000 comng in, they are still
| osi ng 3127

MR SCOIT: Correct.

REP. RHOADES: Thanks. | just need to
understand it.

CHAI RVAN RYCKMAN:  Representative
Johnson.

REP. JOHNSON:. Thank you, M. Chairman.
And just follow ng along, to nake sure |I have a
handl e on it, we were | ooking at Marmaton Vall ey.
And if that change was nade, there would be a
reducti on which they could make up, should they
choose to hold thensel ves harnl ess, of that
400,000, if I'"'mreading that correctly. If I go
down a little further to about, oh, two-thirds to
three-quarters of the way down the page to O ay

Center, as another exanple, where they would | ose
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34 on the LOB but a piece in capital outlay and
virtual, would that be a situation where they
could not nake up the entire amount through their
LOB if they happen to be at the cap already?

CHAl RMVAN RYCKMAN:  I'm not certain if
they are at 30, 31 or 32.

REP. JOHNSON: |'mnot certain that the
are, just looking at to see if that m ght be
one --

CHAl RMAN RYCKMAN: Al npbst everything in
colum 4, LOB state aid, could be adjusted based
on goi ng back up locally to supplant the | oss of
state aid, either going back to 81.2.

REP. JOHNSON. Thank you, M. Chair.

CHAI RVAN RYCKMAN:  Representative Kl eeb.

REP. KLEEB: Thank you, M. Chairnman.
J.G, | just wanted to see if |'m understanding
this correctly. These are lola and Marmaton. So
lola gets LOB state aid adjustnment. They get to
|l ower their mll levy, lower their taxes?

MR, SCOTT: |If they are at their cap,
yes.

REP. KLEEB: While Marmaton, they get to
enjoy the other side of the coin; they have to

raise their taxes. This is where we have our
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W nners or |losers. Sonebody has to raise their
t axes because sonebody el se gets to | ower theirs?
MR. SCOTT: Yes, and that's going back to
the equity basis, you know, that the Court wants
the legislature to approve. This would be the
effect of that, the change fromthe block grant to
the old 81.2 percentile formula, yes.
REP. KLEEB: Thank you, M. Chairnan.
CHAI RVAN RYCKMAN:  And one nore factor in
there that you possibly couldn't show on the sheet
Is the actual valuations of each district. |If the
val uations are on the way up and this nunber would
go down, the mll levy may not adjust. O course,
it could have went down if the noney stayed
constant. But if you're in a district, which, in
theory, it's not a real forrmula to work with, your
val uati ons went up and your student popul ation
di dn't change much, you collected nore |ocally and
|l ess cane in fromthe state, and this is just
resetting it back prior to the block grant back to
t he safe harbor.
Any ot her questions on the runs?
Representative Carpenter
REP. CARPENTER.  Thank you, M. Chair.

don't have a question, it's nore just stating how
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frustrating this is with the |local option and the
mll levy, you know, because |'m not sure where
Hunbol dt is or where Marmaton, is as far as that
goes, but it's very hard to figure that out when
they could be at 25 or 30 or whatever, and we have
that all over the board throughout this whole
thing as we've seen in the past. So it's kind of
confusi ng sonetinmes when you deal with that LOB
opti on.

CHAI RMAN RYCKMAN:  Any ot her di scussion?
Represent ati ve Hi ghl and.

REP. HI GHLAND: Thank you, M. Chair.
W11l you explain one nore tine the criteria for
whet her they can raise mlls up and where they
fall on the scale then if they can cone in and ask
for hel p?

CHAI RVAN RYCKMAN:  Okay. You're tal king
about to apply to the extraordinary needs fund
t hrough the Departnent of Education?

REP. H GHLAND: And they have to have
that one or two percent.

CHAI RVAN RYCKMAN:  Ckay, this would be a
policy decision, but the way this bill is drafted,
it allows for this LOB fluctuation to be a

criteria to the funds they (inaudible) decide how
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to handle this. The policy would be that if you
are already at or above the nmedian LOB of 19 mlls
and it does not cost nore than two and a half
mlls to adjust, then you would qualify.

We could | ook at, you know, Shawnee M ssion
who graciously presented the idea, their district,
where they woul d | ose -- Shawnee M ssion woul d
lose 1.4 in their LOB state aid. Now, there is a
possibility that their valuation has gone up and
so there wouldn't be a ml!l reduction -- or
increase to nake that up. |I'mnot certain. But
let's say if it was the sane, | am confident that
it would -- two and a half mlls would be nore
than 1.4, so they would not qualify.

REP. HI GHLAND: Thank you.

CHAl RVAN RYCKMAN:  Any ot her questions?
Represent ati ve Hof f man.

REP. HOFFMAN:.  Thank you, M. Chairman.
The val ues are based upon their last value in '15,
or what are these val ues based on as far as the
property tax or value of the properties?

CHAl RMVAN RYCKMAN:  I'1l et M. Penner
answer this one.

MR. PENNER So the aid anmounts on this

are based upon the school district's assessed
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val uation per pupil during this year. That was

al ways the way the formula had worked prior to the
bl ock grant was that the prior year assessed

val uation per pupils -- assessed val uation per
pupi|l were used to determ ne equalization funding
for the follow ng year.

CHAI RVAN RYCKMAN:  Anynore questions? Not
seeing any, Commttee wll begin working HB 2001.

Any ot her comments, anmendnents, discussion?
| don't see any comments or questions.
Representative Schwartz.

M5. SCHWARTZ: Ckay. At this tinme then
if there is no further discussion, | npve House
Bill 2001 favorable for passage.

CHAI RMAN RYCKMAN:  Second by
Representative Barker. W wll go to discussion.
Representati ve Wl fe More.

REP. WOLFE MOORE: Thank you, M. Chair.
| know | said this earlier in the day. M problem
isn'"t with this particular plan, nmy problemis
wi t h using adequacy, touching adequacy to sol ve
the equity program And ny biggest fear is that
the courts will say no to this, and that's really
a disaster. So that's ny biggest fear. W can't

be sure this won't trigger a Suprene Court
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rejection of this plan. And if we have to use
this plan, if that's the will of this group, is
there not a way we could chip that 13,000,000 down
with the job fund or something to at |east make it
alittle nore palatable to the school districts.
I nmean, | -- in ny district in KCK, one of ny
districts, if schools closed July 1st and this
isn't solved, we lay off 400 to 500 people, we
furl ough those people. W don't have special ed
prograns in the sumer; we don't have summer
prograns; we can't do mmi ntenance projects to
all ow the schools to open. Every school district
has to have their busses checked out by the
H ghway Patrol, and that's a very tight tineline.
And so July 1st, that's when -- that's when the
damage starts occurring.

So | respect all the work that's gone into
this plan, | truly do, but | think it has to be a
plan that we can be as clear as we possibly can
that the Suprenme Court is going to okay. So
that's -- | don't have any problemw th the other
things you're cutting, that's just the sacrifice
that has to happen, in ny mnd, but | truly have a
problemw th the 13,000,000 that's spread across

the school districts. And if there is any way
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that we could nmake that a little smaller, and |
woul d totally favor using the other 7,000,000 in
the Job Creation Fund to inch that down a little.
So nmaybe that makes it a little |ess
unconstitutional, | don't know, but I"'mtruly
worried about that. Thank you, M. Chair.

CHAI RVAN RYCKMAN:  Thank you. The
Suprenme Court in Gannon Il directed the
| egislature to conply with Article 6 of the
al | eged equity conponent in one of two ways, and
the first one is the safe harbor consisting of
funding the old LOB and the capital outlay
formula. That is what we are doing here and
that's what we are addressing today.

REP. WOLFE MOORE: And M. Chairman, |
sincerely hope you're right. | just worry that
that will go another way. Thank you very nuch.

CHAl RMVAN RYCKMAN:  Any ot her coments? W
have a notion and a second. All in favor of
passi ng HB 2001 favorably, say aye. (Voice vote.)
Opposed? (Voice vote.) Mdtion -- the bill
passes.

Any ot her discussion before we take this up
to the floor. W are adjourned.

(THEREUPON, the hearing concl uded at
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 01            CHAIRMAN RYCKMAN:  Good afternoon,

 02  Committee.  As a reminder, we do have a

 03  transcriptionist here, so please speak clearly and

 04  slowly.  And I call for partisan support to remind

 05  me to do the same.

 06       Before we do plan on working House Bill 2001,

 07  before we get into that, I want to have some time

 08  to discuss some other options that have been out

 09  there as far as financing.  We have both J.G. and

 10  our Budget Director is here, as well, Director

 11  Sullivan, to discuss these.  But before we do

 12  that, I have a request for bill introduction, so

 13  I'm asking Representative Henry.

 14            REP. HENRY:  Thank you, Mr. Chairman.  I

 15  would request that the committee adopt -- or

 16  introduce the Kansas Democrat school finance

 17  proposal revenue package that was presented.

 18            CHAIRMAN RYCKMAN:  Second by

 19  Representative Denning.  Any discussion?  All in

 20  favor, say aye.  (Voice vote.)  Opposed?  (Voice

 21  vote.)  Bill is introduced.

 22       Any others?  Okay.  To kind of give an

 23  understanding of where we are at, and then again

 24  some of the ideas that we've heard that -- I know

 25  I've talked to many in this room or I've talked to
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 01  superintendents across the state, the Budget

 02  Director, our Deputy Secretary of Education, as

 03  well as Mr. Scott, that I think it would be good

 04  if we have some time here in a public forum to

 05  discuss some of these ideas and have a full

 06  vetting of what we have been hearing the last two

 07  or three weeks and again late last night and this

 08  morning.

 09       So to kind of start with, we'll ask Mr. Scott

 10  to come up and kind of give us an overview of

 11  where we are at and some of the ideas that have

 12  been submitted, the so-called pots of money that

 13  we will be looking at.

 14            MR. SCOTT:  Thank you, Mr. Chair.  We

 15  have been working with a lot of people, and I

 16  would say that most everything that we have has

 17  been discussed with many more people.

 18       There is the plan that we discussed this

 19  morning.  Part of what that discussion was, was

 20  around the $16,000,000 that was in the Children's

 21  Initiative Fund.  The bill that the legislature

 22  passed said -- indicated that would be spent in

 23  2017, about $16,000,000, to pay for KPERS.  The

 24  Governor vetoed that, so that then freed up that

 25  $16,000,000.  We kind of talked about earlier this
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 01  morning we used about 10.5 of that.  The total

 02  amount of that is about $16,000,000.

 03       Discussion also included TANF funding.  We

 04  had discussed at one point in time about 10 point

 05  -- about 10.1 million dollars.  When we back into

 06  that a little bit further, about $6,000,000 of

 07  that the Department for Children and Families

 08  looked at that and thought that they really can

 09  use $6,000,000 for some of the Four-Year-Old At-

 10  Risk, so we brought that back down to 4.1 million

 11  dollars.

 12       There was some discussions on the Motor

 13  Vehicle Modernization Fund.  That's a $4 fee that

 14  are added on top of driver's licenses.  That total

 15  brings in about 12.2 million dollars.  We

 16  allocated about $3,000,000 of that, so there is

 17  $9,000,000 that moves money from the modernization

 18  fund into the state highway fund.  That's some of

 19  the discussions that has been brought up.

 20       There is also the Job Creation Fund.

 21  Currently, that fund has about 15.4 million

 22  dollars in it.  Different plans have discussed

 23  using portions of the Job Creation Fund.  I'm not

 24  sure that I am -- I think that's all of them that

 25  I know of that we have as far as revenue sources
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 01  that we've talked about.

 02            CHAIRMAN RYCKMAN:  Any other revenue

 03  sources that have been discussed that you've heard

 04  that you want to discuss now?  Representative

 05  Denning.

 06            REP. DENNING:  Can I ask the Budget

 07  Director, Mr. Chairman?

 08            CHAIRMAN RYCKMAN:  Director Sullivan,

 09  could you please come up?

 10            REP. DENNING:  Thank you.  The -- Mr.

 11  Scott talked about the job creation program and

 12  that was identified, there is like 13, 16 -- what

 13  did you say?

 14            MR. SCOTT:  15.5.

 15            REP.  DENNING:  15.5 million.  The bill

 16  that we just introduced had used some of the

 17  13,000,000, 13,000,000 for schools.  The bill that

 18  we heard this morning was going to use -- take a

 19  cut from every school district, a half of a

 20  percent cut.  So according to our information,

 21  this money is just sitting idle in the Department

 22  of Commerce.  Can you explain to us why it would

 23  be more advantageous to cut schools almost

 24  $13,000,000 and leave funds sitting idle?  And I

 25  know you had a response, so I kind of wanted to --
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 01            MR. SULLIVAN:  I'll be happy to respond

 02  to what the fund does.  As Mr. Scott said, there

 03  is about 14 or $15,000,000 in the balance of it.

 04  Of that total, about half of it has been committed

 05  to binding commitments.  The Amazon One project at

 06  Gardner-Edgerton was -- had an amount that was

 07  committed to be paid out, in other words, to

 08  secure that business to that location.

 09       There was an aviation company in Wichita that

 10  also was -- I don't know if it was recruitment or

 11  retention -- that had a number of jobs associated

 12  with it.

 13       The Goodyear plant here in Shawnee County had

 14  a binding commitment from it, from this pot of

 15  money from the JCF.

 16       There is an upcoming commitment that we made,

 17  probably within the next couple of weeks, in a

 18  major metropolitan area that that has been used in

 19  part from this fund for the creation of new jobs.

 20  So there is roughly between 7 and $8,000,000 that

 21  have been committed.

 22       The other part, so there will be a 7 to

 23  $8,000,000 balance that is left.  We prefer not to

 24  take from that because we have already eliminated

 25  the annual transfer that goes to the Department of
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 01  Commerce for the Job Creation Fund purpose in the

 02  approved budgets for 2016 and fiscal year 2017,

 03  and also reduce some of the other economic

 04  development funds at the Department of Commerce,

 05  with the understanding that they would have this

 06  balance at the JCF, or Job Creation Fund, for the

 07  next couple of years to spend down.

 08       The reason -- the last thing I'll close with

 09  on this question is the reason that had a balance

 10  was that they were spending down a program called

 11  impact bonds and they had a specific deadline or

 12  timeline they had to spend for that program.  And

 13  I'm not sure of the specific source of revenue

 14  that goes into that particular fund at Commerce,

 15  but over the last year or two they have been

 16  spending down that impact bond fund because of the

 17  deadline they had to spend that.  So projects they

 18  normally would have to use from the Job Creation

 19  Fund the last couple of years, they have been

 20  using the impact bonds instead.  That source is no

 21  longer there.  So they've used half of it for

 22  binding commitments for a couple of projects in

 23  Shawnee Mission and plan to use the remainder of

 24  the balance for other projects in the next year or

 25  two.
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 01            REP. DENNING:  Mr. Budget Secretary, can

 02  we get some of that, what you just told us, in

 03  writing because I -- because I need to -- this is

 04  all new information that we had never heard

 05  anything about.  I mean, if we go home and say we

 06  had to cut schools 13,000,000 and the trade-off

 07  was -- we had funding sitting here for jobs, but

 08  maybe -- we may be losing some school jobs to keep

 09  these jobs.  So I just want to make sure you have

 10  in writing what we got.

 11            MR. SULLIVAN:  I'll send to the Committee

 12  Chair or his staff from the Department of Commerce

 13  or from me later this afternoon.

 14            REP. DENNING:  I appreciate that

 15  information to share with other members of the

 16  body.

 17            CHAIRMAN RYCKMAN:  Representative Lunn.

 18            REP. LUNN:  Thank you, Mr. Chair.  Shawn,

 19  I assume all this money that might be there for

 20  job creation is going to be targeted for growth of

 21  private sector jobs?

 22            MR. SULLIVAN:  That is correct.

 23            REP. LUNN:  And could you give me any

 24  indication of what other surrounding -- I know

 25  Texas has an enormous job closing, deal closing

�0010

 01  fund.  How are we stacked up compared to

 02  competition to be able to attract businesses?

 03            MR. SULLIVAN:  I have been told by the

 04  Department of Commerce that when we compare our

 05  fund to other states, ours is much smaller.  I've

 06  never done an empirical analysis on that, but I

 07  have read some articles, literature about it from

 08  national associations that would say that, as

 09  well.  So my understanding is that our fund, the

 10  purpose we use it for is economic development, is

 11  smaller than other states.

 12            REP. LUNN:  Thank you.

 13            CHAIRMAN RYCKMAN:  Representative Wolfe

 14  Moore.

 15            REP. WOLFE MOORE:  Thank you, Mr. Chair.

 16  To follow up a little bit on Representative

 17  Henry's questions and remarks, I would be very

 18  curious to see the actual breakdown because my

 19  understanding, between the Edgerton project and

 20  the major metropolitan city project, which we all

 21  know where that is going and who that is, that

 22  just barely consists of about a million.  I think

 23  the amount that goes to the major metropolitan

 24  project is between 700 and $800,000 at the top, if

 25  we get all the jobs we hope to out of that, and
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 01  Edgerton is not that much.  So I'm trying to -- a

 02  lot of money must be going to the Wichita and the

 03  Goodyear project.

 04            MR. SULLIVAN:  I was told there is a

 05  number of projects that have been committed to out

 06  of the part of the fund, the balance that has

 07  commitments.  I'll ask the Department of Commerce

 08  to send over --

 09            REP. WOLFE MOORE:  I would like --

 10            MR. SULLIVAN:  -- as much information as

 11  we can.

 12            REP. WOLFE MOORE:  -- exactly how much is

 13  going to every project so we know exactly how much

 14  is available.  Thank you very much.

 15       Thank you, Mr. Chair.

 16            CHAIRMAN RYCKMAN:  Representative

 17  Highland.

 18            REP. HIGHLAND:  Thank you, Mr. Chair.

 19       Could you give us an update on the Bioscience

 20  Authority, the selling off the assets and where we

 21  stand on that?

 22            MR. SULLIVAN:  We have been working with

 23  the Bioscience Authority staff on the sale of the

 24  portfolio.  There has been some number of

 25  conversations or communications between their
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 01  board and their Executive Director, myself,

 02  members of the Governor's staff.  So it will be

 03  hopefully sometime in the next quarter.

 04            REP. HIGHLAND:  Thank you.

 05            CHAIRMAN RYCKMAN:  I believe, you correct

 06  me if I'm wrong, that this year's budget assumes a

 07  $25,000,000 proceed already?

 08            MR. SULLIVAN:  The fiscal year '17 budget

 09  assumes revenue from the KBA sale.

 10            CHAIRMAN RYCKMAN:  Representative Henry.

 11            REP. HENRY:  The -- I don't want to go

 12  into a job creation hearing here, but there is

 13  concern about, you know, Amazon closed in

 14  Independence and then moved somewhere else and now

 15  we reward them with some more funding, some more

 16  commerce money.  So do you have any response to

 17  that?  Is that -- do we do that all the time,

 18  allow a company to close and then reward them?

 19            MR. SULLIVAN:  I'm not familiar with

 20  that, the Amazon specifics, but I'll go try to

 21  find as much detail as what they are willing to

 22  send over, include that in the information, as

 23  well as the other information that you requested.

 24            REP. HENRY:  Mr. Chairman, one more.  So

 25  I'm still confused.  We heard we are going to
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 01  leave about 8,000,000 left in extraordinary funds;

 02  is that correct?  And that if other school

 03  districts -- how do we -- if we have 20,000,000 in

 04  requests, how do you do the 8,000,000?  What's the

 05  process here, is it first come, first serve?  Or

 06  how are you going to do this?

 07            CHAIRMAN RYCKMAN:  Representative Henry,

 08  I'll address that.  Because the way the bill is

 09  drafted, just last like the last one we passed

 10  that had a hold harmless in it, that when schools

 11  did lose money, the one the Court's rejected, the

 12  reason we are here today, this one is the same.

 13  It basically gave the money to the Department of

 14  Education to distribute.  It still has a provision

 15  for equity.  It also has provisions for new

 16  growth.

 17       Now, the Johnson County superintendents have

 18  suggested and our Department we spoke with would

 19  follow the policy of a -- either a two to three

 20  mill increase.  It would have cost two or three

 21  mill increase to be eligible to refill that LOB

 22  pot.  And so if we have a rural district that has

 23  to raise the LOB 10, 15, they would be first on

 24  the list, compared to like the district I

 25  represent would not be eligible for the LOB
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 01  through this fund, but they could be for new

 02  growth.

 03       In addition to that, I believe a condition

 04  would be the average mill needs to be at 19, a

 05  median mill of 19.  So if you are above 19 and you

 06  have to raise it two or three, I'm not sure of the

 07  exact number that was negotiated, then you could

 08  come to apply for -- so it doesn't reduce that.

 09  If you look in our hold harmless account, the

 10  districts that lost money was around 12.  This

 11  would reduce it significantly.  The larger ones

 12  would not be eligible.  It would be the ones that

 13  had large swings in valuations that would then

 14  cause large swings in their LOB increase.

 15            REP. HENRY:  Will $8,000,000 be enough,

 16  Mr. Chairman?

 17            CHAIRMAN RYCKMAN:  There is $8,000,000 in

 18  the fund.  Any agency that comes in front of this

 19  committee, we ask them that question, they answer

 20  always is we want more.  I'm just saying this is

 21  going to preserve the taxpayer dollars that we

 22  have.

 23       Any other questions for the Budget Director?

 24       Representative Wolfe Moore.

 25            REP. WOLFE MOORE:  Thank you, Mr. Chair.
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 01  And so back to our request, by the time we get

 02  that request we'll probably be done and out of

 03  here, so I'll just take your word for it that

 04  there is $7,000,000 worth of commitments.  So what

 05  about -- did we take the other six to use for

 06  schools?  That is half of that 13, just about, and

 07  we would lessen the cuts to schools and that would

 08  make a major difference.

 09            MR. SULLIVAN:  We would prefer to remain

 10  that -- to keep the balance to JCF.  Again, if we

 11  would not have reduced or eliminated some of their

 12  other annual funding in the budget, I probably

 13  would have a different answer for you.  But

 14  because we eliminated the annual transfer to the

 15  JCF fund and also reduced some of the other

 16  economic development programs they had, then we --

 17  when I recommended that to you in January, then my

 18  preference would be to keep the balance there so

 19  they can use it to recruit new private sector

 20  companies.

 21            REP. WOLFE MOORE:  And I appreciate what

 22  it's normally for, but this is probably job

 23  preservation because if the worst happens and

 24  schools don't open, you know, it could make a

 25  pretty valid case this falls right in line with
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 01  what that pot of money should be used for.  Thank

 02  you, Mr. Chair.

 03            CHAIRMAN RYCKMAN:  Representative

 04  Ballard.

 05            REP. BALLARD:  Thank you, Mr. Chairman.

 06  Osawatomie, I'm asking about that because that's a

 07  large chunk of money right now.  We are paying

 08  $1,000,000 a month because we are no longer

 09  receiving the federal funding.  Where do we stand

 10  on getting our recertification back so we can get

 11  our federal funding back and then we would have

 12  $1,000,000 we could free up?

 13            MR. SULLIVAN:  The $1,000,000 -- well, we

 14  requested 11.4 million of enhancements for the

 15  fiscal year 2016 budget for Osawatomie.  A portion

 16  of that was for loss of fee funds and Medicare

 17  money from not being certified for a portion of

 18  2016.  There was not additional money requested or

 19  appropriated in the fiscal year 2017 budget.  My

 20  assumption is that the hospital will be

 21  recertified at some point the first quarter of the

 22  fiscal year.  We will have to evaluate their

 23  funding sources and their federal funds, fee

 24  funds, what's coming in, what's coming out prior

 25  to our budget submission in January.  But to
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 01  answer your question, there is not additional

 02  funding that is going to Osawatomie in fiscal year

 03  '17 due to the loss of the certification.

 04            REP. BALLARD:  One more, please.  I read

 05  recently we have a four percent reduction for like

 06  Medicaid providers, which is really affecting the

 07  case managers, which then goes really heavy with

 08  KCARE because, as you know, I'm on the KCARE

 09  oversight committee and have been wondering about

 10  that.  Why was that decision made, knowing that we

 11  have a real problem with just getting our

 12  providers on their feet and the case managements?

 13            MR. SULLIVAN:  As far as the case

 14  management question, if they are home and

 15  community-based service case management, I believe

 16  they would have been exempted from the four

 17  percent reduction, but there are others in the

 18  room that may be able to answer that question

 19  better than I.

 20       But as far as why we made the four percent

 21  reduction, we needed to make somewhere in the

 22  range of $90,000,000 of reductions in order to

 23  make the budget for fiscal year 2017 work, based

 24  on the revenue assumptions from the CRE that we

 25  had plugged in.  So we went ahead and did that
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 01  with a total of about $97,000,000 of reductions.

 02            REP. BALLARD:  Thank you, Mr. Chairman.

 03            CHAIRMAN RYCKMAN:  Representative Hutton.

 04            REP. HUTTON:  Thank you, Mr. Chair.  This

 05  might be for J.G. or Shawn.  Run through the

 06  modernization fund transfers.  I'm still kind of

 07  cloudy on what's there, what's moving around,

 08  what's been committed.  J.G.

 09            MR. SCOTT:  Thank you, Mr. Chairman.  The

 10  modernization fund is based on that $4 fee that's

 11  added to driver's licenses.  That brings in a

 12  total of about 12.2 million dollars.  In the

 13  appropriation bill, there was $3,000,000 that was

 14  appropriated to the Department of Revenue, to

 15  Department of Commerce and --

 16            MR. SULLIVAN:  Department of

 17  Administration for the digital imaging fund for --

 18  and also to the Department of Revenue, not

 19  Commerce.

 20            REP. HUTTON:  3,000,000 each or --

 21            MR. SULLIVAN:  No, 3,000,000 total.

 22            MR. SCOTT:  And with the remaining

 23  funding, that's the 9.2 million dollars.  The 9.2

 24  million dollars is transferred into the state

 25  highway fund.  That was done in a transportation
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 01  bill.  Once the Modernization Fund and DMV was

 02  completed, it's supposed to shift over the $4 into

 03  the state highway fund.  So the 9.2 million

 04  dollars is scheduled to go into the State Highway

 05  Fund from the modernization fund.

 06            REP. HUTTON:  So that transfer hasn't

 07  occurred yet?

 08            MR. SCOTT:  The transfer has occurred to

 09  the state highway fund.  That's sitting in the

 10  state highway fund.  If you were to eliminate

 11  that, it will be transferred back -- it would

 12  literally be a transfer from the state highway

 13  fund into the state general fund, but it will be

 14  because of the modernization fund fee.

 15            REP. HUTTON:  Another question.  You

 16  mentioned that there was $1,000,000 that went into

 17  the Department of Administration's imaging deal.

 18  Isn't there -- wasn't there already a balance in

 19  that, as well?

 20            MR. SULLIVAN:  I believe the balance at

 21  the end of this year is $400, something like that.

 22            REP. HUTTON:  After the $1,000,000

 23  transfer?

 24            MR. SULLIVAN:  They spent the money this

 25  year.  We transferred part of it, as well, the
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 01  unused money for '16.  But they are scheduled to

 02  get a new $1,000,000 in fiscal year 2017.

 03            REP. HUTTON:  So the money that was in

 04  last year's budget that they never spent, they

 05  spent it this year.  As I recall, there was some

 06  discussion that they had some funds that they

 07  hadn't spent in that imaging fund.

 08            MR. SULLIVAN:  They spent, I believe,

 09  half of it in fiscal year 2016 and then I

 10  transferred the other half to the state general

 11  fund as part of the round of allotments that we

 12  did.

 13            REP. HUTTON:  So it's gone?

 14            MR. SULLIVAN:  Yes.

 15            REP. HUTTON:  Okay, thank you.

 16            CHAIRMAN RYCKMAN:  Representative Lunn.

 17  Lunn passes.

 18       Any other funds of money we are looking at?

 19  Representative Carpenter.

 20            REP. CARPENTER:  Thank you, Mr. Chair.

 21  Are we on the bill that's introduced or are we

 22  on --

 23            CHAIRMAN RYCKMAN:  Not yet.  I wanted to

 24  get some more questions and other ideas floated.

 25            REP. CARPENTER:  Well, could I get a
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 01  couple clarifications from Mr. Penner?  I'd like

 02  the breakdown of all the figures that you had

 03  earlier, the 4.1, how they all add up.  If you

 04  could get that copy.  Do you have that?  I don't

 05  really need you to go over it.  I'd just like to

 06  have it.

 07            MR. PENNER:  Oh, you just want a --

 08            CHAIRMAN RYCKMAN:  While you are here,

 09  you might as well go over it as far as the

 10  transfer of money.

 11            MR. PENNER:  I'd be happy to.  The

 12  estimated LOB cost for next year, from the state's

 13  perspective, is 467,000,000, and we currently have

 14  367.6 million appropriated.  And this bill

 15  appropriates an additional 99.4 million.

 16       The sources of that 99.4 million are, first,

 17  that we eliminate the hold harmless money that

 18  existed in 2655.  That is 61.8 million.  Next, the

 19  0.5 percent adjustment to general state aid is

 20  13,000,000.  Next, the adjustments to virtual

 21  school state aid are a total of 2.8 million.  The

 22  adjustment to the extraordinary need fund provides

 23  7.2 million.  The TANF changes provides 4.1

 24  million.  And the remaining 10.5 million comes

 25  from the master settlement agreement money that
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 01  was vetoed from Section 56 -- 50(C) of the Senate

 02  Bill 249, the budget bill.

 03            REP. CARPENTER:  Thank you, Mr. Chair.

 04  Could we get copies of that?  I've had a lot of

 05  questions about where it's coming from, and as old

 06  as I am, I forget.

 07            CHAIRMAN RYCKMAN:  And we'll have -- I'll

 08  have -- J.G. will go over our runs in a little

 09  bit.

 10       I think we probably ought to take time to

 11  take a step back and look at the snapshot in time

 12  where we are now financially.  I'll ask J.G.  to

 13  come up and talk about where we are at and what

 14  our projected balances will be next year, and

 15  maybe the Budget Director can fill in on what some

 16  of our actuals are today.

 17            MR. SCOTT:  Thank you, Mr. Chairman.

 18  Going back to where we were prior to the special

 19  session, we had an ending balance in the current

 20  year of 21.5 million dollars and a projected

 21  ending balance of a little over $87,000,000 in

 22  2017.  So that's kind of where we started.

 23       If we go back to our state general fund

 24  receipts from last month, we were over $66,000,000

 25  short in total receipts.  And with a $21,000,000
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 01  ending balance, if that continues, and right now

 02  it appears as though we are not going to make that

 03  up, and it may get worse in June, we would not

 04  have that $21,000,000 ending balance.  And in

 05  fact, we would have to probably sweep funds for

 06  some flexibility to get through the year or

 07  perhaps not make some payments in the current year

 08  to get through this year.  So I would anticipate,

 09  you know, having very little, if any, ending

 10  balance.

 11       So if that's the case, our $87,000,000 ending

 12  balance will be reduced because we said we had a

 13  $21,000,000 beginning balance.  So if we reduce

 14  that, we are down to about $66,000,000.  If we

 15  have to delay some types of payments, that would

 16  reduce that, you know, $66,000,000.  So when we

 17  are just looking at where we are right now based

 18  on the information that we have, the ending

 19  balance would be substantially below, I would say

 20  below the 66,000,000.  And depending on how much

 21  of those gets delayed, it could be, you know, 10

 22  or $15,000,000 ending balance for 2017 very

 23  easily.  And that would then be, assuming that

 24  revenue for 2017 would be coming in, the same type

 25  of projected increase that we have originally
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 01  planned.

 02            CHAIRMAN RYCKMAN:  So if our revenues

 03  remain constant next year and everything we know

 04  now, we would have a little over $10,000,000 in

 05  any of the funds that we talked about so far that

 06  could be swept by the Governor to fill the gap for

 07  all other programs?

 08            MR. SCOTT:  For those in the current

 09  year, yeah.  I mean, like some of the funds that

 10  are out there mainly to be used this year to get

 11  through expenditures for this year.  And if those

 12  expenditures are used -- or the revenues used,

 13  then they wouldn't be available for next year.

 14            CHAIRMAN RYCKMAN:  So, okay.  Any other

 15  questions on the big picture, where we are at and

 16  how -- as we look at these funds, I think we have

 17  all looked at different ways of angles, some, yes,

 18  are available, but it looks like they will be

 19  needed to fund the rest of the state government.

 20       To Representative Ballard's comments earlier

 21  about some of the Medicaid cuts, as this committee

 22  has always done it looks at the entire balance of

 23  the state, and not just one of our largest

 24  expenditures.  That's why this bill has been kind

 25  of crafted as it has in kind of the narrow scope
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 01  that it has.

 02       Any other questions for J.G.?  I know one

 03  more thing I'd like to some information on TANF

 04  that I want to clarify.  Before that,

 05  Representative Finney.

 06            REP. FINNEY:  Thank you, Mr. Chair.  I

 07  was just wondering if you could just give us a

 08  brief overview of that $900,000,000 indebtedness

 09  of the State Finance Council?

 10            CHAIRMAN RYCKMAN:  I don't want to get

 11  too sidetracked on this, but basically the state

 12  authorizes -- kind of borrows from itself to pay

 13  the bills.  It's been happening for quite a few

 14  years.  Yesterday, we did approve 900,000,000.

 15       Any other questions?  I would like to get

 16  some information on TANF here this morning that I

 17  want clarified.  And Representative Carpenter,

 18  question on that for Director Sullivan?

 19            REP. CARPENTER:  Yes.  Shawn, could you

 20  clarify the transfer from the -- to TANF from CIF

 21  for me?

 22            MR. SULLIVAN:  As I understand what's

 23  proposed of being transferring 4.1 million dollars

 24  that currently flows through the Children's

 25  Initiative Fund, or CIF for short, to the Pre-K
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 01  Pilot program of the Department of Education.

 02       There were some statements made this morning,

 03  I'll quote, that equalize school funding probably

 04  will have little impact if we strip the lifelines

 05  of our youngest children.  They need to enter the

 06  kindergarten ready to learn.  That's a ridiculous

 07  statement.  The proposal of moving 4.1 million is

 08  purely record keeping.  It's using TANF, instead

 09  of CIF money.  It will not change the children

 10  served or the numbers served or anything like

 11  that.

 12            REP. CARPENTER:  Thank you.  Thank you,

 13  Mr. Chairman.

 14            CHAIRMAN RYCKMAN:  J.G., if you want to

 15  kind of clarify too from your perspective on what

 16  this does to programs.

 17            MR. SCOTT:  Yeah, Mr. Chairman.  We

 18  talked with the Department for Children and

 19  Families and wanted to make sure that what we are

 20  saying is correct, and that's what we found, as

 21  well; that we can serve the same children with the

 22  same services that are out there.  There would

 23  just be some additional reporting that would be

 24  required in order to use the TANF funding.  That's

 25  what we found in our request from the Department.

�0027

 01            CHAIRMAN RYCKMAN:  Representative

 02  Ballard.

 03            REP. BALLARD:  I got a response to that

 04  answer this morning and now it's really confusing

 05  because I thought I was understanding it.  If it's

 06  not going to affect that program at all, and it's

 07  -- but it's still going to reduce that fund to

 08  37.9, so it's going to be less than 42.  And we

 09  are talking about record keeping, I understand

 10  that.  So again, I would have to ask for a

 11  clarification.  If we have $42,000,000 and we take

 12  4.1, you say it's record keeping and the program

 13  gets to stay the same - I don't have my notes from

 14  this morning where I understood it - I think -- I

 15  would still like to understand when you say what

 16  the record keeping would be.  Are we reducing

 17  those funds or not?  And once we determine that,

 18  then I can ask you another question.  Are we

 19  reducing the funds or will we keep 42,000,000 in

 20  the Children's Initiative Fund?

 21            CHAIRMAN RYCKMAN:  There was an allotment

 22  that was made.  I think that's what's causing the

 23  confusion.  There was additional money from TANF

 24  being put into the fund.  That additional money

 25  that we put into the fund is now being taken out
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 01  of the fund.  I think the confusion comes from the

 02  allotment of around $3,000,000 that happened prior

 03  to this bill.

 04            REP. BALLARD:  Okay, now, that's the

 05  3,000,000, but that 3,000,000 is not the 4.1.  I

 06  mean, it's not included in the that.  Am I

 07  correct?

 08            CHAIRMAN RYCKMAN:  Yes, 4.1 is not in the

 09  fund.  4.1 is coming out of the fund.

 10            REP. BALLARD:  Okay.  The way I see it,

 11  if I put 4.1 in and I take 4.1 out, it's not in.

 12            CHAIRMAN RYCKMAN:  That's right, and

 13  nothing is going to affect it.

 14            REP. BALLARD:  It does.  But for

 15  reporting purposes it says TANF, but yet you say

 16  it's coming out of --

 17            CHAIRMAN RYCKMAN:  Maybe we'll let J.G.

 18  try to explain this better than I'm failing to do.

 19            MR. SCOTT:  Mr. Chairman, what we would

 20  do is we would have the $42,000,000 that is in the

 21  fund, in the Children's Initiative Fund.  We would

 22  take 4.1 million dollars out of the Children's

 23  Initiative Fund and transfer it to the state

 24  general fund.  So the Children's Initiative Fund

 25  is being reduced 4.1 million.
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 01       What is done following that is we are

 02  substituting 4.1 million dollars of TANF funding.

 03  So we are increasing the amount of funding going

 04  in from a different source, from the TANF fund

 05  rather than Children's Initiative Fund, of 4.1

 06  million dollars.  The net effect to the program on

 07  this portion of it is zero.  Instead of spending

 08  Children's Initiative Fund, it will be reduced,

 09  but TANF funds will be included in that 4.1

 10  million dollars.  So the net effect to the program

 11  would be zero.  They would spend 4.1 million less

 12  in TANF and 4.1 million in -- I'm sorry, they

 13  would spend 4.1 million less in Children's

 14  Initiative Fund and 4.1 million more in TANF.

 15            REP. BALLARD:  So this is the Pre-K

 16  program that we are talking about?

 17            MR. SCOTT:  Right.

 18            REP. BALLARD:  So they still have their

 19  program, we are just going to fund it differently.

 20  So you are not taking the 4.1 million and taking

 21  the program?  I see you're shifting the money all

 22  around, but the program is still intact, but they

 23  will -- but CIF will be reduced, but you are going

 24  to put the money in another way?

 25            MR. SCOTT:  Correct.
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 01            REP. BALLARD:  And now you wonder why I

 02  was asking the question?

 03            CHAIRMAN RYCKMAN:  It's a great question.

 04  Thanks for asking.

 05       Committee, we will hand out the runs for the

 06  districts and J.G. will work through them with us.

 07  So it looks something like this.

 08            MR. SCOTT:  Now that everybody is up

 09  there on the Children's Initiative Fund, we'll go

 10  ahead.

 11       And one of the documents that the Chairman

 12  had requested was a summary of all the changes

 13  that have happened basically to the block grant in

 14  one document.  So what's -- what we have done is

 15  we went through and pulled out all of the runs

 16  that the Department of Education had done and just

 17  picked out the differences from the block grant to

 18  what is proposed here or what was included in the

 19  capital outlay.  Okay?  And put it on one sheet of

 20  paper.

 21       So the first column you'll see, column 3, it

 22  talks about general state aid, and this reflects

 23  the half a percent reduction to the block grant.

 24  So the proposal was to reduce one half of one

 25  percent, and that totaled about $13,000,000.
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 01  That's what is reflected here is that reduction by

 02  school district.

 03       When we put money in the block grant, we

 04  identified a new formula to use.  This goes from

 05  the block grant, in column 4, to the new formula

 06  based on the 81.2 percentile, which is the old

 07  formula.  So we went back to pre block grant.  The

 08  total effect of that is an increase of about

 09  $16,000,000.  This identifies all of those that

 10  are being reduced and all of those that are

 11  getting additional funding.  So the negative, the

 12  amount that they are getting from the local option

 13  budget state aid is going down.  The positive, the

 14  state aid is going up.

 15       Capital outlay, this is stepping back for

 16  just a little bit because this is what we have as

 17  our proved already.  So this isn't in the bill,

 18  but this is part of what the school districts are

 19  getting.  This is based on the -- once again, we

 20  changed the formula in the block grant.  This is a

 21  change from the block grant to what is now in the

 22  approved budget, and that's in column 4.  Once

 23  again, the positive, they are getting additional

 24  state aide; negative, they are getting less state

 25  aid.
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 01       The second column 3 identifies the changes

 02  for the virtual aid, and this is going to the

 03  block grant.  We are being consistent on that.

 04  The block grant --

 05            CHAIRMAN RYCKMAN:  Can we have someone

 06  shut the door please?

 07            MR. SCOTT:  The virtual state aid is

 08  supposed to change from $5,000 for full-time

 09  students in 2016 to 5,600 in '17.  If we go back

 10  to what it was before, it was at 4,045.  So in '15

 11  it was 4,045, '16 it was supposed to go to 5,000

 12  and in '17 it is supposed to go to 5,600.  What

 13  this does is it does not increase from '16 to '17.

 14  So instead of going from 5,600 -- or from 5,000 to

 15  5,600, this stays at the 5,000.  So we show it as

 16  a negative here because we are going back to the

 17  block grant.  But when you compare to what they

 18  have this year and next year, these amounts would

 19  be flat depending on the number of students.

 20       Then the final column we just added up all of

 21  the adjustments to total the total adjustments for

 22  each of the school districts based on what's

 23  happened.  And it shows that when you look at it

 24  in total, it's about 23.5, almost 23.6 million

 25  dollars in increases that are offset by some
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 01  reductions.

 02            CHAIRMAN RYCKMAN:  Representative

 03  Rhoades.

 04            REP. RHOADES:  Thank you.  And just so I

 05  understand, and I'll just use the first page so

 06  it's easy for you, just to look at the top line,

 07  as an example.  Am I right or am I wrong that

 08  column 4, or that the LOB state aid part, that

 09  money is, in the case of Marmaton Valley, 400,000.

 10  That's not money that's being taken from the

 11  district, that's money that's being taken from the

 12  -- not the school -- not from the school operating

 13  funds, but from the district itself in terms of

 14  the municipality, the property tax, or am I wrong

 15  about that?

 16            MR. SCOTT:  It's just the opposite.

 17  Actually, if it's negative, they would have been

 18  getting state aid from the block grant.  And if

 19  it's negative, they are not getting as much anyway

 20  in the new formula -- or the old formula, if you

 21  will.  So they were expecting $400,000 in state

 22  aid in Marmaton Valley that they are no longer

 23  receiving.  So this would actually reduce the

 24  dollars that the school district is getting.

 25       You might be thinking about, perhaps, Iola
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 01  where they are getting $70,000 more for the school

 02  district, but most of that money is going to go

 03  into property tax relief for most of these because

 04  of the amount of the LOB that is captured, the 30

 05  or the --

 06            REP. RHOADES:  And I guess that's the

 07  confusing part.  So when we are talking about

 08  $38,000,000, you know, in the discussion that we

 09  are having, but the discussion is none of that

 10  goes into the districts.  If we bring that

 11  $38,000,000 in, it doesn't go to the district, it

 12  goes to property tax relief, correct?

 13            MR. SCOTT:  Correct.

 14            REP. RHOADES:  So that's a little

 15  confusing in looking at this to know.  I guess for

 16  me I'm interested in knowing are you telling me

 17  the total adjustment from the block grant on the

 18  far right, if it's negative, it's going to mean,

 19  in the case of Marmaton Valley, that their

 20  operating budget is going down $410,000?

 21            MR. SCOTT:  That would be my

 22  understanding.

 23            REP. RHOADES:  The school district?

 24            MR. SCOTT:  Yes.

 25            REP. RHOADES:  So that's the confusing
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 01  part is knowing how the property tax component

 02  figures.

 03            CHAIRMAN RYCKMAN:  Can I just add, this

 04  is the safe harbor option.  This is what 81.2

 05  does, and the state aid for Marmaton Valley would

 06  be dropped 400,000.  They would have the authority

 07  to raise it back up locally and so their operating

 08  budget would be -- not be affected if they chose

 09  to do that.  They also do have the option at the

 10  State Board of Education to petition that they fit

 11  that criteria that we talked about earlier where

 12  they are already above 19.  I don't have their

 13  bills in front of me to know if they would or not.

 14  And it would take more than two and a half mills

 15  to make that difference.  But if they chose --

 16  again, this is just going back to the old formula.

 17  This is not what the bill that we already passed

 18  did, it was voted unconstitutional.  This is what

 19  the safe harbor is.

 20            MR. SCOTT:  Mr. Chairman, I would say

 21  that while the LOB is somewhat confusing about

 22  whether they are losing money for the school

 23  district or -- or additional money going into

 24  property tax relief, most of the capital outlay,

 25  if that is a positive number, that is money that
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 01  goes into the school districts.  So that is an

 02  actual increase.  So that money stays with the

 03  school districts.  So all of the capital outlay

 04  increase of about $23,000,000 does increase their

 05  -- the funding available for those school

 06  districts.

 07            REP. RHOADES:  But in the case of

 08  Humboldt, the second line, even though they've got

 09  capital outlay of 59,000 coming in, they are still

 10  losing 312?

 11            MR. SCOTT:  Correct.

 12            REP. RHOADES:  Thanks.  I just need to

 13  understand it.

 14            CHAIRMAN RYCKMAN:  Representative

 15  Johnson.

 16            REP. JOHNSON:  Thank you, Mr. Chairman.

 17  And just following along, to make sure I have a

 18  handle on it, we were looking at Marmaton Valley.

 19  And if that change was made, there would be a

 20  reduction which they could make up, should they

 21  choose to hold themselves harmless, of that

 22  400,000, if I'm reading that correctly.  If I go

 23  down a little further to about, oh, two-thirds to

 24  three-quarters of the way down the page to Clay

 25  Center, as another example, where they would lose
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 01  34 on the LOB but a piece in capital outlay and

 02  virtual, would that be a situation where they

 03  could not make up the entire amount through their

 04  LOB if they happen to be at the cap already?

 05            CHAIRMAN RYCKMAN:  I'm not certain if

 06  they are at 30, 31 or 32.

 07            REP. JOHNSON:  I'm not certain that the

 08  are, just looking at to see if that might be

 09  one --

 10            CHAIRMAN RYCKMAN:  Almost everything in

 11  column 4, LOB state aid, could be adjusted based

 12  on going back up locally to supplant the loss of

 13  state aid, either going back to 81.2.

 14            REP. JOHNSON:  Thank you, Mr. Chair.

 15            CHAIRMAN RYCKMAN:  Representative Kleeb.

 16            REP. KLEEB:  Thank you, Mr. Chairman.

 17  J.G., I just wanted to see if I'm understanding

 18  this correctly.  These are Iola and Marmaton.  So

 19  Iola gets LOB state aid adjustment.  They get to

 20  lower their mill levy, lower their taxes?

 21            MR. SCOTT:  If they are at their cap,

 22  yes.

 23            REP. KLEEB:  While Marmaton, they get to

 24  enjoy the other side of the coin; they have to

 25  raise their taxes.  This is where we have our
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 01  winners or losers.  Somebody has to raise their

 02  taxes because somebody else gets to lower theirs?

 03            MR. SCOTT:  Yes, and that's going back to

 04  the equity basis, you know, that the Court wants

 05  the legislature to approve.  This would be the

 06  effect of that, the change from the block grant to

 07  the old 81.2 percentile formula, yes.

 08            REP. KLEEB:  Thank you, Mr. Chairman.

 09            CHAIRMAN RYCKMAN:  And one more factor in

 10  there that you possibly couldn't show on the sheet

 11  is the actual valuations of each district.  If the

 12  valuations are on the way up and this number would

 13  go down, the mill levy may not adjust.  Of course,

 14  it could have went down if the money stayed

 15  constant.  But if you're in a district, which, in

 16  theory, it's not a real formula to work with, your

 17  valuations went up and your student population

 18  didn't change much, you collected more locally and

 19  less came in from the state, and this is just

 20  resetting it back prior to the block grant back to

 21  the safe harbor.

 22       Any other questions on the runs?

 23  Representative Carpenter.

 24            REP. CARPENTER:  Thank you, Mr. Chair.  I

 25  don't have a question, it's more just stating how
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 01  frustrating this is with the local option and the

 02  mill levy, you know, because I'm not sure where

 03  Humboldt is or where Marmaton, is as far as that

 04  goes, but it's very hard to figure that out when

 05  they could be at 25 or 30 or whatever, and we have

 06  that all over the board throughout this whole

 07  thing as we've seen in the past.  So it's kind of

 08  confusing sometimes when you deal with that LOB

 09  option.

 10            CHAIRMAN RYCKMAN:  Any other discussion?

 11  Representative Highland.

 12            REP. HIGHLAND:  Thank you, Mr. Chair.

 13  Will you explain one more time the criteria for

 14  whether they can raise mills up and where they

 15  fall on the scale then if they can come in and ask

 16  for help?

 17            CHAIRMAN RYCKMAN:  Okay.  You're talking

 18  about to apply to the extraordinary needs fund

 19  through the Department of Education?

 20            REP. HIGHLAND:  And they have to have

 21  that one or two percent.

 22            CHAIRMAN RYCKMAN:  Okay, this would be a

 23  policy decision, but the way this bill is drafted,

 24  it allows for this LOB fluctuation to be a

 25  criteria to the funds they (inaudible) decide how
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 01  to handle this.  The policy would be that if you

 02  are already at or above the median LOB of 19 mills

 03  and it does not cost more than two and a half

 04  mills to adjust, then you would qualify.

 05       We could look at, you know, Shawnee Mission,

 06  who graciously presented the idea, their district,

 07  where they would lose -- Shawnee Mission would

 08  lose 1.4 in their LOB state aid.  Now, there is a

 09  possibility that their valuation has gone up and

 10  so there wouldn't be a mill reduction -- or

 11  increase to make that up.  I'm not certain.  But

 12  let's say if it was the same, I am confident that

 13  it would -- two and a half mills would be more

 14  than 1.4, so they would not qualify.

 15            REP. HIGHLAND:  Thank you.

 16            CHAIRMAN RYCKMAN:  Any other questions?

 17  Representative Hoffman.

 18            REP. HOFFMAN:  Thank you, Mr. Chairman.

 19  The values are based upon their last value in '15,

 20  or what are these values based on as far as the

 21  property tax or value of the properties?

 22            CHAIRMAN RYCKMAN:  I'll let Mr. Penner

 23  answer this one.

 24            MR. PENNER:  So the aid amounts on this

 25  are based upon the school district's assessed
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 01  valuation per pupil during this year.  That was

 02  always the way the formula had worked prior to the

 03  block grant was that the prior year assessed

 04  valuation per pupils -- assessed valuation per

 05  pupil were used to determine equalization funding

 06  for the following year.

 07            CHAIRMAN RYCKMAN:  Anymore questions? Not

 08  seeing any, Committee will begin working HB 2001.

 09       Any other comments, amendments, discussion?

 10  I don't see any comments or questions.

 11  Representative Schwartz.

 12            MS. SCHWARTZ:  Okay.  At this time then

 13  if there is no further discussion, I move House

 14  Bill 2001 favorable for passage.

 15            CHAIRMAN RYCKMAN:  Second by

 16  Representative Barker.  We will go to discussion.

 17  Representative Wolfe Moore.

 18            REP. WOLFE MOORE:  Thank you, Mr. Chair.

 19  I know I said this earlier in the day.  My problem

 20  isn't with this particular plan, my problem is

 21  with using adequacy, touching adequacy to solve

 22  the equity program.  And my biggest fear is that

 23  the courts will say no to this, and that's really

 24  a disaster.  So that's my biggest fear.  We can't

 25  be sure this won't trigger a Supreme Court
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 01  rejection of this plan.  And if we have to use

 02  this plan, if that's the will of this group, is

 03  there not a way we could chip that 13,000,000 down

 04  with the job fund or something to at least make it

 05  a little more palatable to the school districts.

 06  I mean, I -- in my district in KCK, one of my

 07  districts, if schools closed July 1st and this

 08  isn't solved, we lay off 400 to 500 people, we

 09  furlough those people.  We don't have special ed

 10  programs in the summer; we don't have summer

 11  programs; we can't do maintenance projects to

 12  allow the schools to open.  Every school district

 13  has to have their busses checked out by the

 14  Highway Patrol, and that's a very tight timeline.

 15  And so July 1st, that's when -- that's when the

 16  damage starts occurring.

 17       So I respect all the work that's gone into

 18  this plan, I truly do, but I think it has to be a

 19  plan that we can be as clear as we possibly can

 20  that the Supreme Court is going to okay.  So

 21  that's -- I don't have any problem with the other

 22  things you're cutting, that's just the sacrifice

 23  that has to happen, in my mind, but I truly have a

 24  problem with the 13,000,000 that's spread across

 25  the school districts.  And if there is any way
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 01  that we could make that a little smaller, and I

 02  would totally favor using the other 7,000,000 in

 03  the Job Creation Fund to inch that down a little.

 04  So maybe that makes it a little less

 05  unconstitutional, I don't know, but I'm truly

 06  worried about that.  Thank you, Mr. Chair.

 07            CHAIRMAN RYCKMAN:  Thank you.  The

 08  Supreme Court in Gannon II directed the

 09  legislature to comply with Article 6 of the

 10  alleged equity component in one of two ways, and

 11  the first one is the safe harbor consisting of

 12  funding the old LOB and the capital outlay

 13  formula.  That is what we are doing here and

 14  that's what we are addressing today.

 15            REP. WOLFE MOORE:  And Mr. Chairman, I

 16  sincerely hope you're right.  I just worry that

 17  that will go another way.  Thank you very much.

 18            CHAIRMAN RYCKMAN:  Any other comments? We

 19  have a motion and a second.  All in favor of

 20  passing HB 2001 favorably, say aye.  (Voice vote.)

 21  Opposed?  (Voice vote.)  Motion -- the bill

 22  passes.

 23       Any other discussion before we take this up

 24  to the floor.  We are adjourned.

 25            (THEREUPON, the hearing concluded at
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6/23/2016 MEETING 1(1-4)
Page 1 Page 3
1. 1 CHAIRMAN RYCKMAN: Good afternoon,
2. 2 Committee. Asareminder, we do have a
3. 3 transcriptionist here, so please speak clearly and
4. 4 dowly. And | call for partisan support to remind
5. 5 meto do the same.
6 MEETING OF 6 Before we do plan on working House Bill 2001,
7 HOUSE COMMITTEE ON APPROPRIATIONS 7 before we get into that, | want to have some time
8 . 8 to discuss some other options that have been out
9 . 9 thereasfar asfinancing. We have both J.G. and
10 . 10 our Budget Director is here, aswell, Director
11 JUNE 23, 2016 11 Sullivan, to discuss these. But before we do
12 COMMENCING AT 2:20 P.M. 12 that, | have arequest for bill introduction, so
13 . 13 |'m asking Representative Henry.
14 14 REP. HENRY: Thank you, Mr. Chairman. |
15 . 15 would request that the committee adopt -- or
16 . 16 introduce the Kansas Democrat school finance
17 . 17 proposal revenue package that was presented.
18 . 18 CHAIRMAN RYCKMAN: Second by
19 . 19 Representative Denning. Any discussion? All in
20 . 20 favor, say aye. (Voicevote.) Opposed? (Voice
21 . 21 vote)) Bill isintroduced.
22 . 22 Any others? Okay. Tokind of givean
23 . 23 understanding of where we are at, and then again
24 . 24 some of the ideas that we've heard that -- | know
25 . 25 |'vetaked to many in thisroom or I've talked to
Page 2 Page 4
1 INDEX 1 superintendents across the state, the Budget
2, 2 Director, our Deputy Secretary of Education, as
3. 3 well as Mr. Scott, that | think it would be good
4 Certificate A | 4 if we have some time herein a public forum to
5, 5 discuss some of these ideas and have afull
6 . 6 vetting of what we have been hearing the last two
7 EXHIBITS 7 or three weeks and again late last night and this
8 No 1l Summary of changes made to the 8 morning.
9  block grant 9  Sotokind of start with, we'll ask Mr. Scott
10 No 2 SB1 and HB 2001 - Source of Funds 10 to come up and kind of give us an overview of
11 11 where we are at and some of the ideas that have
12 12 been submitted, the so-called pots of money that
13 13 wewill belooking at.
14 14 MR. SCOTT: Thank you, Mr. Chair. We
15 | 15 have been working with alot of people, and |
16 | 16 would say that most everything that we have has
17, 17 been discussed with many more people.
18 | 18 Thereisthe plan that we discussed this
19 | 19 morning. Part of what that discussion was, was
20 | 20 around the $16,000,000 that was in the Children's
21, 21 |nitiative Fund. The hill that the legidlature
22 22 passed said -- indicated that would be spent in
23 | 23 2017, about $16,000,000, to pay for KPERS. The
24 24 Governor vetoed that, so that then freed up that
25 25 $16,000,000. We kind of talked about earlier this
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6/23/2016 MEETING 2(5-8)
Page 5 Page 7
1 morning we used about 10.5 of that. The total 1 MR. SULLIVAN: I'll be happy to respond
2 amount of that is about $16,000,000. 2 towhat the fund does. AsMr. Scott said, there
3 Discussion also included TANF funding. We 3 isabout 14 or $15,000,000 in the balance of it.
4 had discussed at one point in time about 10 point 4 Of that total, about half of it has been committed
5 --about 10.1 million dollars. When we back into 5 to binding commitments. The Amazon One project at
6 that alittle bit further, about $6,000,000 of 6 Gardner-Edgerton was -- had an amount that was
7 that the Department for Children and Families 7 committed to be paid out, in other words, to
8 looked at that and thought that they really can 8 secure that business to that |ocation.
9 use $6,000,000 for some of the Four-Y ear-Old At- 9 There was an aviation company in Wichita that
10 Risk, so we brought that back down to 4.1 million 10 asowas-- | don't know if it was recruitment or
11 dollars. 11 retention -- that had a number of jobs associated
12 There was some discussions on the Motor 12 withit.
13 Vehicle Modernization Fund. That's a $4 fee that 13 The Goodyear plant here in Shawnee County had
14 are added on top of driver'slicenses. That total 14 ahinding commitment from it, from this pot of
15 bringsin about 12.2 million dollars. We 15 money from the JCF.
16 allocated about $3,000,000 of that, so thereis 16 There is an upcoming commitment that we made,
17 $9,000,000 that moves money from the modernization 17 probably within the next couple of weeks, in a
18 fund into the state highway fund. That's some of 18 major metropolitan areathat that has been used in
19 the discussions that has been brought up. 19 part from this fund for the creation of new jobs.
20 Thereis aso the Job Creation Fund. 20 Sothereisroughly between 7 and $8,000,000 that
21 Currently, that fund has about 15.4 million 21 have been committed.
22 dollarsinit. Different plans have discussed 22 The other part, so there will bea7 to
23 using portions of the Job Creation Fund. 1I'm not 23 $8,000,000 balance that isleft. We prefer not to
24 surethat | am -- | think that's all of them that 24 take from that because we have aready eliminated
25 | know of that we have as far as revenue sources 25 the annual transfer that goes to the Department of
Page 6 Page 8
1 that we've talked about. 1 Commerce for the Job Creation Fund purpose in the
2 CHAIRMAN RYCKMAN: Any other revenue 2 gpproved budgets for 2016 and fiscal year 2017,
3 sources that have been discussed that you've heard 3 and also reduce some of the other economic
4 that you want to discuss now? Representative 4 development funds at the Department of Commerce,
5 Denning. 5 with the understanding that they would have this
6 REP. DENNING: Can | ask the Budget 6 balance at the JCF, or Job Creation Fund, for the
7 Director, Mr. Chairman? 7 next couple of years to spend down.
8 CHAIRMAN RYCKMAN: Director Sullivan, 8 The reason -- the last thing I'll close with
9 could you please come up? 9 on this question is the reason that had a balance
10 REP. DENNING: Thank you. The -- Mr. 10 was that they were spending down a program called
11 Scott talked about the job creation program and 11 impact bonds and they had a specific deadline or
12 that wasidentified, thereislike 13, 16 -- what 12 timeline they had to spend for that program. And
13 did you say? 13 I'm not sure of the specific source of revenue
14 MR. SCOTT: 15.5. 14 that goesinto that particular fund at Commerce,
15 REP. DENNING: 15.5 million. Thebill 15 but over the last year or two they have been
16 that we just introduced had used some of the 16 gpending down that impact bond fund because of the
17 13,000,000, 13,000,000 for schools. The hill that 17 deadline they had to spend that. So projects they
18 we heard this morning was going to use -- take a 18 normally would have to use from the Job Creation
19 cut from every school district, ahalf of a 19 Fund the last couple of years, they have been
20 percent cut. So according to our information, 20 using the impact bondsinstead. That sourceisno
21 thismoney isjust sitting idle in the Department 21 |onger there. So they've used half of it for
22 of Commerce. Canyou explain to uswhy it would 22 hinding commitments for a couple of projectsin
23 be more advantageous to cut schools almost 23 Shawnee Mission and plan to use the remainder of
24 $13,000,000 and leave funds sitting idle? And | 24 the balance for other projectsin the next year or
25 know you had aresponse, so | kind of wanted to -- 25 two.
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6/23/2016 MEETING 3(9-12)
Page 9 Page 11
1 REP. DENNING: Mr. Budget Secretary, can 1 Edgertonisnot that much. SoI'mtryingto-- a
2 we get some of that, what you just told us, in 2 ot of money must be going to the Wichita and the
3 writing because | -- because | need to -- thisis 3 Goodyear project.
4 dl new information that we had never heard 4 MR. SULLIVAN: | wastold thereisa
5 anything about. | mean, if we go home and say we 5 number of projects that have been committed to out
6 had to cut schools 13,000,000 and the trade-off 6 of the part of the fund, the balance that has
7 was -- we had funding sitting here for jobs, but 7 commitments. I'll ask the Department of Commerce
8 maybe -- we may be losing some school jobsto keep 8 to send over --
9 thesejobs. Sol just want to make sure you have 9 REP. WOLFE MOORE: | would like --
10 inwriting what we got. 10 MR. SULLIVAN: -- asmuch information as
11 MR. SULLIVAN: I'll send to the Committee 11 wecan.
12 Chair or his staff from the Department of Commerce 12 REP. WOLFE MOORE: -- exactly how muchis
13 or from me later this afternoon. 13 going to every project so we know exactly how much
14 REP. DENNING: | appreciate that 14 jsavailable. Thank you very much.
15 information to share with other members of the 15 Thank you, Mr. Chair.
16 body. 16 CHAIRMAN RYCKMAN: Representative
17 CHAIRMAN RYCKMAN: Representative Lunn. 17 Highland.
18 REP. LUNN: Thank you, Mr. Chair. Shawn, 18 REP. HIGHLAND: Thank you, Mr. Chair.
19 | assume all this money that might be there for 19 Could you give us an update on the Bioscience
20 job creation is going to be targeted for growth of 20 Authority, the selling off the assets and where we
21 private sector jobs? 21 stand on that?
22 MR. SULLIVAN: That is correct. 22 MR. SULLIVAN: We have been working with
23 REP. LUNN: And could you give me any 23 the Bioscience Authority staff on the sale of the
24 indication of what other surrounding -- | know 24 portfolio. There has been some number of
25 Texas has an enormous job closing, deal closing 25 conversations or communications between their
Page 10 Page 12
1 fund. How are we stacked up compared to 1 board and their Executive Director, myself,
2 competition to be able to attract businesses? 2 members of the Governor's staff. So it will be
3 MR. SULLIVAN: | have been told by the 3 hopefully sometime in the next quarter.
4 Department of Commerce that when we compare our 4 REP. HIGHLAND: Thank you.
5 fund to other states, oursis much smaler. I've 5 CHAIRMAN RYCKMAN: | believe, you correct
6 never done an empirical analysis on that, but | 6 meif I'm wrong, that this year's budget assumes a
7 haveread some articles, literature about it from 7 $25,000,000 proceed already?
8 national associations that would say that, as 8 MR. SULLIVAN: Thefisca year '17 budget
9 well. So my understanding isthat our fund, the 9 assumes revenue from the KBA sale.
10 purpose we useit for is economic development, is 10 CHAIRMAN RYCKMAN: Representative Henry.
11 smaller than other states. 11 REP. HENRY: The-- | don't want to go
12 REP. LUNN: Thank you. 12 into ajob creation hearing here, but thereis
13 CHAIRMAN RYCKMAN: Representative Wolfe 13 concern about, you know, Amazon closed in
14 Moore. 14 Independence and then moved somewhere else and now
15 REP. WOLFE MOORE: Thank you, Mr. Chair. 15 we reward them with some more funding, some more
16 Tofollow up alittle bit on Representative 16 commerce money. So do you have any response to
17 Henry's questions and remarks, | would be very 17 that? Isthat -- do we do that all the time,
18 curiousto see the actual breakdown because my 18 allow acompany to close and then reward them?
19 understanding, between the Edgerton project and 19 MR. SULLIVAN: I'm not familiar with
20 the major metropolitan city project, which we all 20 that, the Amazon specifics, but I'll gotry to
21 know where that is going and who that is, that 21 find as much detail as what they are willing to
22 just barely consists of about amillion. | think 22 send over, include that in the information, as
23 the amount that goes to the major metropolitan 23 well asthe other information that you requested.
24 project is between 700 and $800,000 at the top, if 24 REP. HENRY: Mr. Chairman, one more. So
25 we get al the jobs we hope to out of that, and 25 I'mstill confused. We heard we are going to
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6/23/2016 MEETING 4 (13- 16)
Page 13 Page 15
1 leave about 8,000,000 |eft in extraordinary funds, 1 And so back to our request, by the time we get
2 isthat correct? And that if other school 2 that request we'll probably be done and out of
3 districts -- how do we -- if we have 20,000,000 in 3 here, so I'll just take your word for it that
4 requests, how do you do the 8,000,000? What's the 4 thereis $7,000,000 worth of commitments. So what
5 process here, isit first come, first serve? Or 5 about -- did we take the other six to use for
6 how are you going to do this? 6 schools? That is half of that 13, just about, and
7 CHAIRMAN RYCKMAN: Representative Henry, 7 we would lessen the cuts to schools and that would
8 I'll addressthat. Because the way the bill is 8 make amagjor difference.
9 drafted, just last like the last one we passed 9 MR. SULLIVAN: Wewould prefer to remain
10 that had ahold harmlessinit, that when schools 10 that -- to keep the balance to JCF. Again, if we
11 did lose money, the one the Court's rejected, the 11 would not have reduced or eliminated some of their
12 reason we are here today, this one is the same. 12 other annual funding in the budget, | probably
13 It basically gave the money to the Department of 13 would have a different answer for you. But
14 Education to distribute. It still has a provision 14 because we eliminated the annual transfer to the
15 for equity. It also has provisions for new 15 JCF fund and also reduced some of the other
16 growth. 16 economic development programs they had, then we --
17 Now, the Johnson County superintendents have 17 when | recommended that to you in January, then my
18 suggested and our Department we spoke with would 18 preference would be to keep the balance there so
19 follow the policy of a-- either atwo to three 19 they can useit to recruit new private sector
20 mill increase. It would have cost two or three 20 companies.
21 mill increase to be eligible to refill that LOB 21 REP. WOLFE MOORE: And | appreciate what
22 pot. And soif we havearural district that has 22 it'snormaly for, but thisis probably job
23 toraisethe LOB 10, 15, they would be first on 23 preservation because if the worst happens and
24 thelist, compared to like the district | 24 schools don't open, you know, it could make a
25 represent would not be eligible for the LOB 25 pretty valid case thisfalsright in line with
Page 14 Page 16
1 through this fund, but they could be for new 1 what that pot of money should be used for. Thank
2 growth. 2 you, Mr. Chair.
3 In addition to that, | believe a condition 3 CHAIRMAN RYCKMAN: Representative
4 would be the average mill needsto be at 19, a 4 Badlard.
5 median mill of 19. Soif you are above 19 and you 5 REP. BALLARD: Thank you, Mr. Chairman.
6 havetoraiseit two or three, I'm not sure of the 6 Osawatomie, I'm asking about that because that'sa
7 exact number that was negotiated, then you could 7 large chunk of money right now. We are paying
8 cometo apply for -- so it doesn't reduce that. 8 $1,000,000 a month because we are no longer
9 If you look in our hold harmless account, the 9 receiving the federal funding. Where do we stand
10 districtsthat lost money was around 12. This 10 on getting our recertification back so we can get
11 would reduceit significantly. The larger ones 11 our federal funding back and then we would have
12 would not be eligible. It would be the ones that 12 $1,000,000 we could free up?
13 had large swingsin valuations that would then 13 MR. SULLIVAN: The $1,000,000 -- well, we
14 causelarge swingsintheir LOB increase. 14 requested 11.4 million of enhancements for the
15 REP. HENRY: Will $8,000,000 be enough, 15 fiscal year 2016 budget for Osawatomie. A portion
16 Mr. Chairman? 16 of that was for loss of fee funds and Medicare
17 CHAIRMAN RYCKMAN: Thereis$8,000,000in |17 money from not being certified for a portion of
18 thefund. Any agency that comesin front of this 18 2016. There was not additional money requested or
19 committee, we ask them that question, they answer 19 appropriated in the fiscal year 2017 budget. My
20 awaysiswewant more. I'mjust saying thisis 20 assumption isthat the hospital will be
21 going to preserve the taxpayer dollars that we 21 recertified at some point the first quarter of the
22 have. 22 fiscal year. We will have to evaluate their
23 Any other questions for the Budget Director? 23 funding sources and their federal funds, fee
24  Representative Wolfe Moore. 24 funds, what's coming in, what's coming out prior
25 REP. WOLFE MOORE: Thank you, Mr. Chair. 25 to our budget submission in January. But to
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6/23/2016 MEETING 5 (17 - 20)
Page 17 Page 19
1 answer your question, there is not additional 1 hill. Oncethe Modernization Fund and DMV was
2 funding that is going to Osawatomie in fiscal year 2 completed, it's supposed to shift over the $4 into
3 '17 dueto theloss of the certification. 3 the state highway fund. So the 9.2 million
4 REP. BALLARD: One more, please. | read 4 dollarsis scheduled to go into the State Highway
5 recently we have afour percent reduction for like 5 Fund from the modernization fund.
6 Medicaid providers, which isreally affecting the 6 REP. HUTTON: So that transfer hasn't
7 case managers, which then goesrealy heavy with 7 occurred yet?
8 KCARE because, asyou know, I'm onthe KCARE 8 MR. SCOTT: Thetransfer has occurred to
9 oversight committee and have been wondering about 9 the state highway fund. That's sitting in the
10 that. Why was that decision made, knowing that we 10 gtate highway fund. If you wereto eliminate
11 have area problem with just getting our 11 that, it will be transferred back -- it would
12 providers on their feet and the case managements? 12 literally be atransfer from the state highway
13 MR. SULLIVAN: Asfar asthe case 13 fund into the state general fund, but it will be
14 management question, if they are home and 14 because of the modernization fund fee.
15 community-based service case management, | believe |15 REP. HUTTON: Another question. You
16 they would have been exempted from the four 16 mentioned that there was $1,000,000 that went into
17 percent reduction, but there are othersin the 17 the Department of Administration'simaging deal.
18 room that may be able to answer that question 18 |sn't there -- wasn't there already abalancein
19 better than . 19 that, aswell?
20 But as far as why we made the four percent 20 MR. SULLIVAN: | believe the balance at
21 reduction, we needed to make somewherein the 21 theend of thisyear is $400, something like that.
22 range of $90,000,000 of reductionsin order to 22 REP. HUTTON: After the $1,000,000
23 make the budget for fiscal year 2017 work, based 23 transfer?
24 on the revenue assumptions from the CRE that we 24 MR. SULLIVAN: They spent the money this
25 had plugged in. So we went ahead and did that 25 year. Wetransferred part of it, aswell, the
Page 18 Page 20
1 with atotal of about $97,000,000 of reductions. 1 unused money for '16. But they are scheduled to
2 REP. BALLARD: Thank you, Mr. Chairman. 2 get anew $1,000,000 in fiscal year 2017.
3 CHAIRMAN RYCKMAN: Representative Hutton. 3 REP. HUTTON: So the money that wasin
4 REP. HUTTON: Thank you, Mr. Chair. This 4 |ast year's budget that they never spent, they
5 might befor J.G. or Shawn. Run through the 5 gpent it thisyear. Asl recal, there was some
6 modernization fund transfers. 1'm still kind of 6 discussion that they had some funds that they
7 cloudy on what's there, what's moving around, 7 hadn't spent in that imaging fund.
8 what's been committed. J.G. 8 MR. SULLIVAN: They spent, | believe,
9 MR. SCOTT: Thank you, Mr. Chairman. The 9 half of itinfiscal year 2016 and then |
10 modernization fund is based on that $4 fee that's 10 transferred the other half to the state general
11 added to driver'slicenses. That bringsin a 11 fund as part of the round of allotments that we
12 total of about 12.2 million dollars. Inthe 12 did.
13 appropriation hill, there was $3,000,000 that was 13 REP. HUTTON: Soit'sgone?
14 appropriated to the Department of Revenue, to 14 MR. SULLIVAN: Yes.
15 Department of Commerce and -- 15 REP. HUTTON: Okay, thank you.
16 MR. SULLIVAN: Department of 16 CHAIRMAN RYCKMAN: Representative Lunn.
17 Administration for the digital imaging fund for -- 17 Lunn passes.
18 and aso to the Department of Revenue, not 18 Any other funds of money we are looking at?
19 Commerce. 19 Representative Carpenter.
20 REP. HUTTON: 3,000,000 each or -- 20 REP. CARPENTER: Thank you, Mr. Chair.
21 MR. SULLIVAN: No, 3,000,000 total. 21 Arewe onthe bill that'sintroduced or are we
22 MR. SCOTT: And with the remaining 22 on--
23 funding, that'sthe 9.2 million dollars. The 9.2 23 CHAIRMAN RYCKMAN: Not yet. | wanted to
24 million dollarsis transferred into the state 24 get some more questions and other ideas floated.
25 highway fund. That was donein atransportation 25 REP. CARPENTER: Weéll, could | get a
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6/23/2016 MEETING 6 (21 - 24)
Page 21 Page 23
1 couple clarifications from Mr. Penner? I'd like 1 ending balance, if that continues, and right now
2 the breakdown of all the figures that you had 2 it appears as though we are not going to make that
3 earlier, the 4.1, how they all add up. If you 3 up, and it may get worse in June, we would not
4 could get that copy. Do you havethat? | don't 4 have that $21,000,000 ending balance. Andin
5 really need you to go over it. I'd just liketo 5 fact, we would have to probably sweep funds for
6 haveit. 6 some flexibility to get through the year or
7 MR. PENNER: Oh, you just want a -- 7 perhaps not make some payments in the current year
8 CHAIRMAN RYCKMAN: Whileyou are here, 8 to get through thisyear. So | would anticipate,
9 you might aswell go over it asfar asthe 9 you know, having very little, if any, ending
10 transfer of money. 10 balance.
11 MR. PENNER: I'd be happy to. The 11 So if that's the case, our $87,000,000 ending
12 estimated LOB cost for next year, from the state's 12 balance will be reduced because we said we had a
13 perspective, is 467,000,000, and we currently have 13 $21,000,000 beginning balance. So if we reduce
14 367.6 million appropriated. And thisbill 14 that, we are down to about $66,000,000. If we
15 appropriates an additional 99.4 million. 15 haveto delay some types of payments, that would
16 The sources of that 99.4 million are, first, 16 reduce that, you know, $66,000,000. So when we
17 that we eliminate the hold harmless money that 17 arejust looking at where we are right now based
18 existedin 2655. That is61.8 million. Next, the 18 on the information that we have, the ending
19 0.5 percent adjustment to genera state aid is 19 balance would be substantially below, | would say
20 13,000,000. Next, the adjustments to virtual 20 below the 66,000,000. And depending on how much
21 school state aid are atotal of 2.8 million. The 21 of those gets delayed, it could be, you know, 10
22 adjustment to the extraordinary need fund provides 22 or $15,000,000 ending balance for 2017 very
23 7.2 million. The TANF changes provides 4.1 23 easly. And that would then be, assuming that
24 million. And the remaining 10.5 million comes 24 revenue for 2017 would be coming in, the same type
25 from the master settlement agreement money that 25 of projected increase that we have originally
Page 22 Page 24
1 was vetoed from Section 56 -- 50(C) of the Senate 1 planned.
2 Bill 249, the budget bill. 2 CHAIRMAN RYCKMAN: Soif our revenues
3 REP. CARPENTER: Thank you, Mr. Chair. 3 remain constant next year and everything we know
4 Could we get copies of that? I've had alot of 4 now, we would have alittle over $10,000,000 in
5 questions about where it's coming from, and as old 5 any of the funds that we talked about so far that
6 asl am, | forget. 6 could be swept by the Governor to fill the gap for
7 CHAIRMAN RYCKMAN: Andwell have -- I'll 7 dll other programs?
8 have-- J.G. will go over our runsin alittle 8 MR. SCOTT: For thosein the current
9 hit. 9 year, yeah. | mean, like some of the funds that
10 | think we probably ought to take time to 10 are out there mainly to be used this year to get
11 take astep back and look at the snapshot in time 11 through expenditures for thisyear. And if those
12 where we are now financidly. I'll ask J.G. to 12 expenditures are used -- or the revenues used,
13 come up and talk about where we are at and what 13 then they wouldn't be available for next year.
14 our projected balances will be next year, and 14 CHAIRMAN RYCKMAN: So, okay. Any other
15 maybe the Budget Director can fill in on what some 15 questions on the big picture, where we are at and
16 of our actuas are today. 16 how -- aswe look at these funds, | think we have
17 MR. SCOTT: Thank you, Mr. Chairman. 17 al looked at different ways of angles, some, yes,
18 Going back to where we were prior to the special 18 areavailable, but it looks like they will be
19 session, we had an ending balance in the current 19 needed to fund the rest of the state government.
20 year of 21.5 million dollars and a projected 20 To Representative Ballard's comments earlier
21 ending balance of alittle over $87,000,000 in 21 about some of the Medicaid cuts, as this committee
22 2017. So that'skind of where we started. 22 hasadwaysdoneit looks at the entire balance of
23 If we go back to our state general fund 23 the state, and not just one of our largest
24 receipts from last month, we were over $66,000,000 24 expenditures. That'swhy thisbill has been kind
25 shortin total receipts. And with a$21,000,000 25 of crafted asit hasin kind of the narrow scope
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6/23/2016 MEETING 7 (25 - 28)
Page 25 Page 27
1 thatit has. 1 CHAIRMAN RYCKMAN: Representative
2 Any other questionsfor J.G.? | know one 2 Ballard.
3 morething I'd like to some information on TANF 3 REP. BALLARD: | got aresponse to that
4 that | want to clarify. Before that, 4 answer this morning and now it's really confusing
5 Representative Finney. 5 because | thought | was understanding it. If it's
6 REP. FINNEY: Thank you, Mr. Chair. | 6 not going to affect that program at all, and it's
7 was just wondering if you could just give us a 7 -- butit'sstill going to reduce that fund to
8 brief overview of that $900,000,000 indebtedness 8 37.9, soit'sgoing to belessthan 42. And we
9 of the State Finance Council? 9 aretaking about record keeping, | understand
10 CHAIRMAN RYCKMAN: | don'twanttoget |10 that. Soagain, | would haveto ask for a
11 too sidetracked on this, but basically the state 11 clarification. If we have $42,000,000 and we take
12 authorizes -- kind of borrows from itself to pay 12 4.1, you say it'srecord keeping and the program
13 thehills. It's been happening for quite afew 13 getsto stay the same - | don't have my notes from
14 years. Yesterday, we did approve 900,000,000. 14 this morning where | understood it - I think -- |
15 Any other questions? | would like to get 15 would till like to understand when you say what
16 someinformation on TANF here this morning that | 16 the record keeping would be. Are we reducing
17 want clarified. And Representative Carpenter, 17 those funds or not? And once we determine that,
18 question on that for Director Sullivan? 18 then | can ask you another question. Arewe
19 REP. CARPENTER: Yes. Shawn, could you 19 reducing the funds or will we keep 42,000,000 in
20 clarify thetransfer from the -- to TANF from CIF 20 the Children's Initiative Fund?
21 for me? 21 CHAIRMAN RYCKMAN: There was an allotment
22 MR. SULLIVAN: Asl understand what's 22 that was made. | think that's what's causing the
23 proposed of being transferring 4.1 million dollars 23 confusion. There was additional money from TANF
24 that currently flows through the Children's 24 being put into the fund. That additional money
25 |nitiative Fund, or CIF for short, to the Pre-K 25 that we put into the fund is now being taken out
Page 26 Page 28
1 Pilot program of the Department of Education. 1 of thefund. | think the confusion comes from the
2 There were some statements made this morning, 2 dlotment of around $3,000,000 that happened prior
3 I'll quote, that equalize school funding probably 3 tothishill.
4 will have littleimpact if we strip the lifelines 4 REP. BALLARD: Okay, now, that's the
5 of our youngest children. They need to enter the 5 3,000,000, but that 3,000,000 is not the 4.1. |
6 Kkindergarten ready to learn. That'saridiculous 6 mean, it'snot included in the that. Am |
7 statement. The proposal of moving 4.1 millionis 7 correct?
8 purely record keeping. It'susing TANF, instead 8 CHAIRMAN RYCKMAN: Yes, 4.1isnotinthe
9 of CIF money. It will not change the children 9 fund. 4.1iscoming out of the fund.
10 served or the numbers served or anything like 10 REP. BALLARD: Okay. Theway | seeit,
11 that. 11 if | put4.1inand | take 4.1 out, it'snot in.
12 REP. CARPENTER: Thank you. Thank you, 12 CHAIRMAN RYCKMAN: That'sright, and
13 Mr. Chairman. 13 nothing is going to affect it.
14 CHAIRMAN RYCKMAN: J.G., if you want to 14 REP. BALLARD: It does. But for
15 kind of clarify too from your perspective on what 15 reporting purposesit says TANF, but yet you say
16 thisdoesto programs. 16 it's coming out of --
17 MR. SCOTT: Yeah, Mr. Chairman. We 17 CHAIRMAN RYCKMAN: Maybewell let J.G.
18 talked with the Department for Children and 18 try to explain this better than I'm failing to do.
19 Families and wanted to make sure that what we are 19 MR. SCOTT: Mr. Chairman, what we would
20 sayingiscorrect, and that's what we found, as 20 do iswe would have the $42,000,000 that isin the
21 well; that we can serve the same children with the 21 fund, in the Children's Initiative Fund. We would
22 same servicesthat are out there. There would 22 take 4.1 million dollars out of the Children's
23 just be some additional reporting that would be 23 Initiative Fund and transfer it to the state
24 required in order to use the TANF funding. That's 24 general fund. So the Children's Initiative Fund
25 what we found in our request from the Department. 25 isbeing reduced 4.1 million.
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6/23/2016 MEETING 8(29- 32)
Page 29 Page 31
1 What is done following that iswe are 1 That'swhat isreflected hereis that reduction by
2 substituting 4.1 million dollars of TANF funding. 2 gchool district.
3 So we are increasing the amount of funding going 3 When we put money in the block grant, we
4 infrom adifferent source, from the TANF fund 4 identified a new formulato use. Thisgoesfrom
5 rather than Children's Initiative Fund, of 4.1 5 the block grant, in column 4, to the new formula
6 million dollars. The net effect to the program on 6 based on the 81.2 percentile, which is the old
7 thisportion of it iszero. Instead of spending 7 formula. So we went back to pre block grant. The
8 Children's Initiative Fund, it will be reduced, 8 total effect of that is an increase of about
9 but TANF fundswill beincluded in that 4.1 9 $16,000,000. Thisidentifiesall of those that
10 million dollars. So the net effect to the program 10 are being reduced and all of those that are
11 would be zero. They would spend 4.1 millionless |11 getting additional funding. So the negative, the
12 in TANF and 4.1 millionin -- I'm sorry, they 12 amount that they are getting from the local option
13 would spend 4.1 million lessin Children's 13 budget state aid is going down. The positive, the
14 Initiative Fund and 4.1 million morein TANF. 14 date aid is going up.
15 REP. BALLARD: Sothisisthe Pre-K 15 Capital outlay, thisis stepping back for
16 program that we are talking about? 16 just alittle bit because thisis what we have as
17 MR. SCOTT: Right. 17 our proved aready. So thisisn'tin the hill,
18 REP. BALLARD: So they still have their 18 put thisis part of what the school districts are
19 program, we are just going to fund it differently. 19 getting. Thisis based on the -- once again, we
20 Soyou are not taking the 4.1 million and taking 20 changed the formulain the block grant. Thisisa
21 theprogram? | seeyou're shifting the money all 21 change from the block grant to what is now in the
22 around, but the program is still intact, but they 22 approved budget, and that'sin column 4. Once
23 will -- but CIF will be reduced, but you are going 23 again, the positive, they are getting additional
24 to put the money in another way? 24 dtate aide; negative, they are getting less state
25 MR. SCOTT: Correct. 25 aid.
Page 30 Page 32
1 REP. BALLARD: And now you wonder why | 1 The second column 3 identifies the changes
2 was asking the question? 2 for thevirtual aid, and thisis going to the
3 CHAIRMAN RYCKMAN: It'sagreat question. 3 block grant. We are being consistent on that.
4 Thanksfor asking. 4 Theblock grant --
5 Committee, we will hand out the runs for the 5 CHAIRMAN RYCKMAN: Can we have someone
6 districtsand J.G. will work through them with us. 6 shut the door please?
7 Soit looks something like this. 7 MR. SCOTT: Thevirtua state aid is
8 MR. SCOTT: Now that everybody is up 8 supposed to change from $5,000 for full-time
9 there on the Children's Initiative Fund, we'll go 9 studentsin 2016 to 5,600 in '17. If we go back
10 ahead. 10 towhat it was before, it was at 4,045. Soin'15
11 And one of the documents that the Chairman 11 it was4,045, '16 it was supposed to go to 5,000
12 had requested was a summary of al the changes 12 andin'17 it issupposed to go to 5,600. What
13 that have happened basically to the block grant in 13 thisdoesisit does not increase from '16 to '17.
14 one document. So what's-- what we have doneis 14 Soinstead of going from 5,600 -- or from 5,000 to
15 we went through and pulled out all of the runs 15 5,600, this stays at the 5,000. So we show it as
16 that the Department of Education had done and just 16 anegative here because we are going back to the
17 picked out the differences from the block grant to 17 block grant. But when you compare to what they
18 what is proposed here or what was included in the 18 havethisyear and next year, these amounts would
19 capital outlay. Okay? And put it on one sheet of 19 beflat depending on the number of students.
20 paper. 20 Then the final column we just added up al of
21 So the first column you'll see, column 3, it 21 the adjustments to total the total adjustments for
22 talksabout general state aid, and this reflects 22 each of the school districts based on what's
23 the half a percent reduction to the block grant. 23 happened. And it shows that when you look at it
24 So the proposa was to reduce one haf of one 24 intotal, it'sabout 23.5, almost 23.6 million
25 percent, and that totaled about $13,000,000. 25 dollarsinincreases that are offset by some
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6/23/2016 MEETING 9(33 - 36)
Page 33 Page 35
1 reductions. 1 part is knowing how the property tax component
2 CHAIRMAN RYCKMAN: Representative 2 figures.
3 Rhoades. 3 CHAIRMAN RYCKMAN: Canl just add, this
4 REP. RHOADES: Thank you. And just so | 4 isthe safe harbor option. Thisiswhat 81.2
5 understand, and I'll just use the first page so 5 does, and the state aid for Marmaton Valley would
6 it'seasy for you, just to look at the top line, 6 be dropped 400,000. They would have the authority
7 asanexample. Am | right or am | wrong that 7 toraiseit back up locally and so their operating
8 column 4, or that the LOB state aid part, that 8 budget would be -- not be affected if they chose
9 money is, in the case of Marmaton Valley, 400,000. 9 todothat. They aso do have the option at the
10 That's not money that's being taken from the 10 State Board of Education to petition that they fit
11 district, that's money that's being taken from the 11 that criteriathat we talked about earlier where
12 -- not the schooal -- not from the school operating 12 they are already above 19. | don't have their
13 funds, but from the district itself in terms of 13 hillsin front of me to know if they would or not.
14 the municipality, the property tax, or am | wrong 14 And it would take more than two and a half mills
15 about that? 15 to make that difference. But if they chose --
16 MR. SCOTT: It'sjust the opposite. 16 again, thisisjust going back to the old formula.
17 Actudly, if it's negative, they would have been 17 Thisis not what the bill that we already passed
18 getting state aid from the block grant. And if 18 did, it was voted unconstitutional. Thisiswhat
19 it's negative, they are not getting as much anyway 19 the safe harbor is.
20 in the new formula-- or the old formula, if you 20 MR. SCOTT: Mr. Chairman, | would say
21 will. So they were expecting $400,000 in state 21 that while the LOB is somewhat confusing about
22 aidin Marmaton Valley that they are no longer 22 whether they are losing money for the school
23 receiving. So thiswould actually reduce the 23 district or -- or additional money going into
24 dollarsthat the school district is getting. 24 property tax relief, most of the capital outlay,
25 Y ou might be thinking about, perhaps, lola 25 if that is a positive number, that is money that
Page 34 Page 36
1 where they are getting $70,000 more for the school 1 goesinto the school districts. So that isan
2 digtrict, but most of that money is going to go 2 actual increase. So that money stays with the
3 into property tax relief for most of these because 3 school districts. So al of the capital outlay
4 of the amount of the LOB that is captured, the 30 4 increase of about $23,000,000 does increase their
5 orthe-- 5 --thefunding available for those school
6 REP. RHOADES: And | guessthat'sthe 6 districts.
7 confusing part. So when we are talking about 7 REP. RHOADES: But in the case of
8 $38,000,000, you know, in the discussion that we 8 Humboldt, the second line, even though they've got
9 are having, but the discussion is none of that 9 capital outlay of 59,000 coming in, they are still
10 goesinto the districts. If we bring that 10 |osing 3127
11 $38,000,000in, it doesn't go to the district, it 11 MR. SCOTT: Correct.
12 goesto property tax relief, correct? 12 REP. RHOADES: Thanks. | just need to
13 MR. SCOTT: Correct. 13 understand it.
14 REP. RHOADES: Sothat'salittle 14 CHAIRMAN RYCKMAN: Representative
15 confusing in looking at thisto know. | guessfor 15 Johnson.
16 meI'minterested in knowing are you telling me 16 REP. JOHNSON: Thank you, Mr. Chairman.
17 thetotal adjustment from the block grant on the 17 Andjust following aong, to make sure | have a
18 far right, if it's negative, it's going to mean, 18 handle on it, we were looking at Marmaton Valley.
19 inthe case of Marmaton Valley, that their 19 Andif that change was made, there would be a
20 operating budget is going down $410,000? 20 reduction which they could make up, should they
21 MR. SCOTT: That would be my 21 choose to hold themselves harmless, of that
22 understanding. 22 400,000, if I'm reading that correctly. If | go
23 REP. RHOADES: The school district? 23 down alittle further to about, oh, two-thirds to
24 MR. SCOTT: Yes. 24 three-quarters of the way down the pageto Clay
25 REP. RHOADES: So that's the confusing 25 Center, as another example, where they would lose
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1 34 onthe LOB but apiecein capita outlay and 1 frustrating thisiswith the local option and the
2 virtual, would that be a situation where they 2 mill levy, you know, because I'm not sure where
3 could not make up the entire amount through their 3 Humboldt is or where Marmaton, is as far as that
4 LOB if they happen to be at the cap aready? 4 goes, but it's very hard to figure that out when
5 CHAIRMAN RYCKMAN: I'm not certain if 5 they could be at 25 or 30 or whatever, and we have
6 they areat 30, 31 or 32. 6 that al over the board throughout this whole
7 REP. JOHNSON: I'm not certain that the 7 thing asweve seeninthe past. Soit'skind of
8 are, just looking at to seeif that might be 8 confusing sometimes when you deal with that LOB
9 one-- 9 option.
10 CHAIRMAN RYCKMAN: Almost everything in 10 CHAIRMAN RYCKMAN: Any other discussion?
11 column 4, LOB state aid, could be adjusted based 11 Representative Highland.
12 on going back up locally to supplant the loss of 12 REP. HIGHLAND: Thank you, Mr. Chair.
13 state aid, either going back to 81.2. 13 Will you explain one more time the criteria for
14 REP. JOHNSON: Thank you, Mr. Chair. 14 whether they can raise mills up and where they
15 CHAIRMAN RYCKMAN: Representative Kleeb. 15 fall on the scale then if they can comein and ask
16 REP. KLEEB: Thank you, Mr. Chairman. 16 for help?
17 J.G,, | just wanted to see if I'm understanding 17 CHAIRMAN RYCKMAN: Okay. You'retalking
18 thiscorrectly. These arelolaand Marmaton. So 18 about to apply to the extraordinary needs fund
19 lolagets LOB state aid adjustment. They get to 19 through the Department of Education?
20 lower their mill levy, lower their taxes? 20 REP. HIGHLAND: And they haveto have
21 MR. SCOTT: If they are at their cap, 21 that one or two percent.
22 yes. 22 CHAIRMAN RYCKMAN: Okay, thiswould be a
23 REP. KLEEB: While Marmaton, they get to 23 policy decision, but the way this bill is drafted,
24 enjoy the other side of the coin; they have to 24 it alowsfor this LOB fluctuation to be a
25 raisetheir taxes. Thisiswhere we have our 25 criteriato the funds they (inaudible) decide how
Page 38 Page 40
1 winnersor losers. Somebody hasto raise their 1 to handlethis. The policy would be that if you
2 taxes because somebody €lse gets to lower theirs? 2 aredready at or above the median LOB of 19 mills
3 MR. SCOTT: Yes, and that's going back to 3 and it does not cost more than two and a half
4 the equity basis, you know, that the Court wants 4 millsto adjust, then you would qualify.
5 thelegislature to approve. Thiswould bethe 5 We could look at, you know, Shawnee Mission,
6 effect of that, the change from the block grant to 6 who graciously presented the idea, their district,
7 theold 81.2 percentile formula, yes. 7 where they would lose -- Shawnee Mission would
8 REP. KLEEB: Thank you, Mr. Chairman. 8 losel.4intheir LOB state aid. Now, thereisa
9 CHAIRMAN RYCKMAN: And one more factor in 9 possibility that their valuation has gone up and
10 there that you possibly couldn't show on the sheet 10 so there wouldn't be amill reduction -- or
11 istheactual valuations of each district. If the 11 increase to make that up. I'm not certain. But
12 valuations are on the way up and this number would 12 let'ssay if it was the same, | am confident that
13 go down, the mill levy may not adjust. Of course, 13 it would -- two and a half mills would be more
14 it could have went down if the money stayed 14 than 1.4, so they would not qualify.
15 constant. Butif you'rein adistrict, which, in 15 REP. HIGHLAND: Thank you.
16 theory, it's not areal formulato work with, your 16 CHAIRMAN RYCKMAN: Any other questions?
17 valuations went up and your student population 17 Representative Hoffman.
18 didn't change much, you collected more locally and 18 REP. HOFFMAN: Thank you, Mr. Chairman.
19 lesscamein from the state, and thisisjust 19 Thevalues are based upon their last valuein '15,
20 resetting it back prior to the block grant back to 20 or what are these values based on as far asthe
21 the safe harbor. 21 property tax or value of the properties?
22 Any other questions on the runs? 22 CHAIRMAN RYCKMAN: I'll et Mr. Penner
23 Representative Carpenter. 23 answer this one.
24 REP. CARPENTER: Thank you, Mr. Chair. | 24 MR. PENNER: So the aid amounts on this
25 don't have aquestion, it's more just stating how 25 are based upon the school district's assessed
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1 valuation per pupil during thisyear. That was 1 that we could make that alittle smaller, and |
2 awaysthe way the formula had worked prior to the 2 would totally favor using the other 7,000,000 in
3 block grant was that the prior year assessed 3 the Job Creation Fund to inch that down alittle.
4 valuation per pupils -- assessed valuation per 4 So maybethat makesit alittle less
5 pupil were used to determine equalization funding 5 unconstitutional, | don't know, but I'm truly
6 for the following year. 6 worried about that. Thank you, Mr. Chair.
7 CHAIRMAN RYCKMAN: Anymore questions? Not 7 CHAIRMAN RYCKMAN: Thank you. The
8 seeing any, Committee will begin working HB 2001. 8 Supreme Court in Gannon |1 directed the
9 Any other comments, amendments, discussion? 9 legislature to comply with Article 6 of the
10 | don't see any comments or questions. 10 alleged equity component in one of two ways, and
11 Representative Schwartz. 11 thefirst oneisthe safe harbor consisting of
12 MS. SCHWARTZ: Okay. At thistimethen 12 funding the old LOB and the capital outlay
13 if thereisno further discussion, | move House 13 formula. That iswhat we are doing here and
14 Bill 2001 favorable for passage. 14 that's what we are addressing today.
15 CHAIRMAN RYCKMAN: Second by 15 REP. WOLFE MOORE: And Mr. Chairman, |
16 Representative Barker. We will go to discussion. 16 sincerely hopeyou'reright. | just worry that
17 Representative Wolfe Maoore. 17 that will go another way. Thank you very much.
18 REP. WOLFE MOORE: Thank you, Mr. Chair. 18 CHAIRMAN RYCKMAN: Any other comments? We
19 | know | said this earlier in the day. My problem 19 have amotion and asecond. All in favor of
20 isn't with this particular plan, my problemis 20 passing HB 2001 favorably, say aye. (Voice vote.)
21 with using adeguacy, touching adequacy to solve 21 Opposed? (Voicevote.) Motion -- the bill
22 the equity program. And my biggest fear isthat 22 passes.
23 the courtswill say no to this, and that'sreally 23 Any other discussion before we take this up
24 adisaster. So that's my higgest fear. We can't 24 tothefloor. We are adjourned.
25 besurethiswon't trigger a Supreme Court 25 (THEREUPON, the hearing concluded at
Page 42 Page 44
1 rgjection of thisplan. Andif we haveto use 1 3:20p.m.)
2 thisplan, if that's the will of this group, is 2,
3 there not away we could chip that 13,000,000 down 3
4 with the job fund or something to at least make it 4
5 alittle more palatable to the school districts. 5,
6 | mean, | -- in my district in KCK, one of my 6 .
7 districts, if schools closed July 1st and this 7
8 isn't solved, we lay off 400 to 500 people, we 8
9 furlough those people. We don't have specia ed 9,
10 programsin the summer; we don't have summer 10 |
11 programs; we can't do maintenance projects to 11
12 alow the schoolsto open. Every school district 12
13 hasto have their busses checked out by the 13
14 Highway Patrol, and that's a very tight timeline. 14
15 And so July 1st, that's when -- that's when the 15
16 damage starts occurring. 16
17 So | respect all the work that's gone into 17
18 thisplan, | truly do, but | think it hasto be a 18
19 plan that we can be as clear as we possibly can 19
20 that the Supreme Court is going to okay. So 20
21 that's-- | don't have any problem with the other 21
22 thingsyou're cutting, that's just the sacrifice 22
23 that hasto happen, in my mind, but | truly have a 23
24 problem with the 13,000,000 that's spread across 24
25 the school districts. And if thereis any way 25
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CERTIFICATE
STATE OF KANSA
SS

COUNTY OF SHAWNEE

[, LoraJ. Appino, a Certified Court
Reporter, Commissioned as such by the
Supreme Court of the State of Kansas, and
authorized to take depositions and
administer oaths within said State pursuant
to K.S.A. 60-228, certify that the foregoing
was reported by stenographic means, which
matter was held on the date, and the time
and place set out on the title page hereof
and that the foregoing constitutes atrue
and accurate transcript of the same.

| further certify that | am not related
to any of the parties, nor am | an employee
of or related to any of the attorneys
representing the parties, and | have no
financial interest in the outcome of this
matter.

Given under my hand and seal this
26th day of June, 2016.

25 LoraJ. Appino, C.C.R. No. 0602
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01              CHAIRMAN RYCKMAN:  Good afternoon,

02    Committee.  As a reminder, we do have a

03    transcriptionist here, so please speak clearly and

04    slowly.  And I call for partisan support to remind

05    me to do the same.

06         Before we do plan on working House Bill 2001,

07    before we get into that, I want to have some time

08    to discuss some other options that have been out

09    there as far as financing.  We have both J.G. and

10    our Budget Director is here, as well, Director

11    Sullivan, to discuss these.  But before we do

12    that, I have a request for bill introduction, so

13    I'm asking Representative Henry.

14              REP. HENRY:  Thank you, Mr. Chairman.  I

15    would request that the committee adopt -- or

16    introduce the Kansas Democrat school finance

17    proposal revenue package that was presented.

18              CHAIRMAN RYCKMAN:  Second by

19    Representative Denning.  Any discussion?  All in

20    favor, say aye.  (Voice vote.)  Opposed?  (Voice

21    vote.)  Bill is introduced.

22         Any others?  Okay.  To kind of give an

23    understanding of where we are at, and then again

24    some of the ideas that we've heard that -- I know

25    I've talked to many in this room or I've talked to

�00004

01    superintendents across the state, the Budget

02    Director, our Deputy Secretary of Education, as

03    well as Mr. Scott, that I think it would be good

04    if we have some time here in a public forum to

05    discuss some of these ideas and have a full

06    vetting of what we have been hearing the last two

07    or three weeks and again late last night and this

08    morning.

09         So to kind of start with, we'll ask Mr. Scott

10    to come up and kind of give us an overview of

11    where we are at and some of the ideas that have

12    been submitted, the so-called pots of money that

13    we will be looking at.

14              MR. SCOTT:  Thank you, Mr. Chair.  We

15    have been working with a lot of people, and I

16    would say that most everything that we have has

17    been discussed with many more people.

18         There is the plan that we discussed this

19    morning.  Part of what that discussion was, was

20    around the $16,000,000 that was in the Children's

21    Initiative Fund.  The bill that the legislature

22    passed said -- indicated that would be spent in

23    2017, about $16,000,000, to pay for KPERS.  The

24    Governor vetoed that, so that then freed up that

25    $16,000,000.  We kind of talked about earlier this
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01    morning we used about 10.5 of that.  The total

02    amount of that is about $16,000,000.

03         Discussion also included TANF funding.  We

04    had discussed at one point in time about 10 point

05    -- about 10.1 million dollars.  When we back into

06    that a little bit further, about $6,000,000 of

07    that the Department for Children and Families

08    looked at that and thought that they really can

09    use $6,000,000 for some of the Four-Year-Old At-

10    Risk, so we brought that back down to 4.1 million

11    dollars.

12         There was some discussions on the Motor

13    Vehicle Modernization Fund.  That's a $4 fee that

14    are added on top of driver's licenses.  That total

15    brings in about 12.2 million dollars.  We

16    allocated about $3,000,000 of that, so there is

17    $9,000,000 that moves money from the modernization

18    fund into the state highway fund.  That's some of

19    the discussions that has been brought up.

20         There is also the Job Creation Fund.

21    Currently, that fund has about 15.4 million

22    dollars in it.  Different plans have discussed

23    using portions of the Job Creation Fund.  I'm not

24    sure that I am -- I think that's all of them that

25    I know of that we have as far as revenue sources
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01    that we've talked about.

02              CHAIRMAN RYCKMAN:  Any other revenue

03    sources that have been discussed that you've heard

04    that you want to discuss now?  Representative

05    Denning.

06              REP. DENNING:  Can I ask the Budget

07    Director, Mr. Chairman?

08              CHAIRMAN RYCKMAN:  Director Sullivan,

09    could you please come up?

10              REP. DENNING:  Thank you.  The -- Mr.

11    Scott talked about the job creation program and

12    that was identified, there is like 13, 16 -- what

13    did you say?

14              MR. SCOTT:  15.5.

15              REP.  DENNING:  15.5 million.  The bill

16    that we just introduced had used some of the

17    13,000,000, 13,000,000 for schools.  The bill that

18    we heard this morning was going to use -- take a

19    cut from every school district, a half of a

20    percent cut.  So according to our information,

21    this money is just sitting idle in the Department

22    of Commerce.  Can you explain to us why it would

23    be more advantageous to cut schools almost

24    $13,000,000 and leave funds sitting idle?  And I

25    know you had a response, so I kind of wanted to --
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01              MR. SULLIVAN:  I'll be happy to respond

02    to what the fund does.  As Mr. Scott said, there

03    is about 14 or $15,000,000 in the balance of it.

04    Of that total, about half of it has been committed

05    to binding commitments.  The Amazon One project at

06    Gardner-Edgerton was -- had an amount that was

07    committed to be paid out, in other words, to

08    secure that business to that location.

09         There was an aviation company in Wichita that

10    also was -- I don't know if it was recruitment or

11    retention -- that had a number of jobs associated

12    with it.

13         The Goodyear plant here in Shawnee County had

14    a binding commitment from it, from this pot of

15    money from the JCF.

16         There is an upcoming commitment that we made,

17    probably within the next couple of weeks, in a

18    major metropolitan area that that has been used in

19    part from this fund for the creation of new jobs.

20    So there is roughly between 7 and $8,000,000 that

21    have been committed.

22         The other part, so there will be a 7 to

23    $8,000,000 balance that is left.  We prefer not to

24    take from that because we have already eliminated

25    the annual transfer that goes to the Department of
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01    Commerce for the Job Creation Fund purpose in the

02    approved budgets for 2016 and fiscal year 2017,

03    and also reduce some of the other economic

04    development funds at the Department of Commerce,

05    with the understanding that they would have this

06    balance at the JCF, or Job Creation Fund, for the

07    next couple of years to spend down.

08         The reason -- the last thing I'll close with

09    on this question is the reason that had a balance

10    was that they were spending down a program called

11    impact bonds and they had a specific deadline or

12    timeline they had to spend for that program.  And

13    I'm not sure of the specific source of revenue

14    that goes into that particular fund at Commerce,

15    but over the last year or two they have been

16    spending down that impact bond fund because of the

17    deadline they had to spend that.  So projects they

18    normally would have to use from the Job Creation

19    Fund the last couple of years, they have been

20    using the impact bonds instead.  That source is no

21    longer there.  So they've used half of it for

22    binding commitments for a couple of projects in

23    Shawnee Mission and plan to use the remainder of

24    the balance for other projects in the next year or

25    two.
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01              REP. DENNING:  Mr. Budget Secretary, can

02    we get some of that, what you just told us, in

03    writing because I -- because I need to -- this is

04    all new information that we had never heard

05    anything about.  I mean, if we go home and say we

06    had to cut schools 13,000,000 and the trade-off

07    was -- we had funding sitting here for jobs, but

08    maybe -- we may be losing some school jobs to keep

09    these jobs.  So I just want to make sure you have

10    in writing what we got.

11              MR. SULLIVAN:  I'll send to the Committee

12    Chair or his staff from the Department of Commerce

13    or from me later this afternoon.

14              REP. DENNING:  I appreciate that

15    information to share with other members of the

16    body.

17              CHAIRMAN RYCKMAN:  Representative Lunn.

18              REP. LUNN:  Thank you, Mr. Chair.  Shawn,

19    I assume all this money that might be there for

20    job creation is going to be targeted for growth of

21    private sector jobs?

22              MR. SULLIVAN:  That is correct.

23              REP. LUNN:  And could you give me any

24    indication of what other surrounding -- I know

25    Texas has an enormous job closing, deal closing

�00010

01    fund.  How are we stacked up compared to

02    competition to be able to attract businesses?

03              MR. SULLIVAN:  I have been told by the

04    Department of Commerce that when we compare our

05    fund to other states, ours is much smaller.  I've

06    never done an empirical analysis on that, but I

07    have read some articles, literature about it from

08    national associations that would say that, as

09    well.  So my understanding is that our fund, the

10    purpose we use it for is economic development, is

11    smaller than other states.

12              REP. LUNN:  Thank you.

13              CHAIRMAN RYCKMAN:  Representative Wolfe

14    Moore.

15              REP. WOLFE MOORE:  Thank you, Mr. Chair.

16    To follow up a little bit on Representative

17    Henry's questions and remarks, I would be very

18    curious to see the actual breakdown because my

19    understanding, between the Edgerton project and

20    the major metropolitan city project, which we all

21    know where that is going and who that is, that

22    just barely consists of about a million.  I think

23    the amount that goes to the major metropolitan

24    project is between 700 and $800,000 at the top, if

25    we get all the jobs we hope to out of that, and
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01    Edgerton is not that much.  So I'm trying to -- a

02    lot of money must be going to the Wichita and the

03    Goodyear project.

04              MR. SULLIVAN:  I was told there is a

05    number of projects that have been committed to out

06    of the part of the fund, the balance that has

07    commitments.  I'll ask the Department of Commerce

08    to send over --

09              REP. WOLFE MOORE:  I would like --

10              MR. SULLIVAN:  -- as much information as

11    we can.

12              REP. WOLFE MOORE:  -- exactly how much is

13    going to every project so we know exactly how much

14    is available.  Thank you very much.

15         Thank you, Mr. Chair.

16              CHAIRMAN RYCKMAN:  Representative

17    Highland.

18              REP. HIGHLAND:  Thank you, Mr. Chair.

19         Could you give us an update on the Bioscience

20    Authority, the selling off the assets and where we

21    stand on that?

22              MR. SULLIVAN:  We have been working with

23    the Bioscience Authority staff on the sale of the

24    portfolio.  There has been some number of

25    conversations or communications between their
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01    board and their Executive Director, myself,

02    members of the Governor's staff.  So it will be

03    hopefully sometime in the next quarter.

04              REP. HIGHLAND:  Thank you.

05              CHAIRMAN RYCKMAN:  I believe, you correct

06    me if I'm wrong, that this year's budget assumes a

07    $25,000,000 proceed already?

08              MR. SULLIVAN:  The fiscal year '17 budget

09    assumes revenue from the KBA sale.

10              CHAIRMAN RYCKMAN:  Representative Henry.

11              REP. HENRY:  The -- I don't want to go

12    into a job creation hearing here, but there is

13    concern about, you know, Amazon closed in

14    Independence and then moved somewhere else and now

15    we reward them with some more funding, some more

16    commerce money.  So do you have any response to

17    that?  Is that -- do we do that all the time,

18    allow a company to close and then reward them?

19              MR. SULLIVAN:  I'm not familiar with

20    that, the Amazon specifics, but I'll go try to

21    find as much detail as what they are willing to

22    send over, include that in the information, as

23    well as the other information that you requested.

24              REP. HENRY:  Mr. Chairman, one more.  So

25    I'm still confused.  We heard we are going to
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01    leave about 8,000,000 left in extraordinary funds;

02    is that correct?  And that if other school

03    districts -- how do we -- if we have 20,000,000 in

04    requests, how do you do the 8,000,000?  What's the

05    process here, is it first come, first serve?  Or

06    how are you going to do this?

07              CHAIRMAN RYCKMAN:  Representative Henry,

08    I'll address that.  Because the way the bill is

09    drafted, just last like the last one we passed

10    that had a hold harmless in it, that when schools

11    did lose money, the one the Court's rejected, the

12    reason we are here today, this one is the same.

13    It basically gave the money to the Department of

14    Education to distribute.  It still has a provision

15    for equity.  It also has provisions for new

16    growth.

17         Now, the Johnson County superintendents have

18    suggested and our Department we spoke with would

19    follow the policy of a -- either a two to three

20    mill increase.  It would have cost two or three

21    mill increase to be eligible to refill that LOB

22    pot.  And so if we have a rural district that has

23    to raise the LOB 10, 15, they would be first on

24    the list, compared to like the district I

25    represent would not be eligible for the LOB
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01    through this fund, but they could be for new

02    growth.

03         In addition to that, I believe a condition

04    would be the average mill needs to be at 19, a

05    median mill of 19.  So if you are above 19 and you

06    have to raise it two or three, I'm not sure of the

07    exact number that was negotiated, then you could

08    come to apply for -- so it doesn't reduce that.

09    If you look in our hold harmless account, the

10    districts that lost money was around 12.  This

11    would reduce it significantly.  The larger ones

12    would not be eligible.  It would be the ones that

13    had large swings in valuations that would then

14    cause large swings in their LOB increase.

15              REP. HENRY:  Will $8,000,000 be enough,

16    Mr. Chairman?

17              CHAIRMAN RYCKMAN:  There is $8,000,000 in

18    the fund.  Any agency that comes in front of this

19    committee, we ask them that question, they answer

20    always is we want more.  I'm just saying this is

21    going to preserve the taxpayer dollars that we

22    have.

23         Any other questions for the Budget Director?

24         Representative Wolfe Moore.

25              REP. WOLFE MOORE:  Thank you, Mr. Chair.
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01    And so back to our request, by the time we get

02    that request we'll probably be done and out of

03    here, so I'll just take your word for it that

04    there is $7,000,000 worth of commitments.  So what

05    about -- did we take the other six to use for

06    schools?  That is half of that 13, just about, and

07    we would lessen the cuts to schools and that would

08    make a major difference.

09              MR. SULLIVAN:  We would prefer to remain

10    that -- to keep the balance to JCF.  Again, if we

11    would not have reduced or eliminated some of their

12    other annual funding in the budget, I probably

13    would have a different answer for you.  But

14    because we eliminated the annual transfer to the

15    JCF fund and also reduced some of the other

16    economic development programs they had, then we --

17    when I recommended that to you in January, then my

18    preference would be to keep the balance there so

19    they can use it to recruit new private sector

20    companies.

21              REP. WOLFE MOORE:  And I appreciate what

22    it's normally for, but this is probably job

23    preservation because if the worst happens and

24    schools don't open, you know, it could make a

25    pretty valid case this falls right in line with
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01    what that pot of money should be used for.  Thank

02    you, Mr. Chair.

03              CHAIRMAN RYCKMAN:  Representative

04    Ballard.

05              REP. BALLARD:  Thank you, Mr. Chairman.

06    Osawatomie, I'm asking about that because that's a

07    large chunk of money right now.  We are paying

08    $1,000,000 a month because we are no longer

09    receiving the federal funding.  Where do we stand

10    on getting our recertification back so we can get

11    our federal funding back and then we would have

12    $1,000,000 we could free up?

13              MR. SULLIVAN:  The $1,000,000 -- well, we

14    requested 11.4 million of enhancements for the

15    fiscal year 2016 budget for Osawatomie.  A portion

16    of that was for loss of fee funds and Medicare

17    money from not being certified for a portion of

18    2016.  There was not additional money requested or

19    appropriated in the fiscal year 2017 budget.  My

20    assumption is that the hospital will be

21    recertified at some point the first quarter of the

22    fiscal year.  We will have to evaluate their

23    funding sources and their federal funds, fee

24    funds, what's coming in, what's coming out prior

25    to our budget submission in January.  But to
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01    answer your question, there is not additional

02    funding that is going to Osawatomie in fiscal year

03    '17 due to the loss of the certification.

04              REP. BALLARD:  One more, please.  I read

05    recently we have a four percent reduction for like

06    Medicaid providers, which is really affecting the

07    case managers, which then goes really heavy with

08    KCARE because, as you know, I'm on the KCARE

09    oversight committee and have been wondering about

10    that.  Why was that decision made, knowing that we

11    have a real problem with just getting our

12    providers on their feet and the case managements?

13              MR. SULLIVAN:  As far as the case

14    management question, if they are home and

15    community-based service case management, I believe

16    they would have been exempted from the four

17    percent reduction, but there are others in the

18    room that may be able to answer that question

19    better than I.

20         But as far as why we made the four percent

21    reduction, we needed to make somewhere in the

22    range of $90,000,000 of reductions in order to

23    make the budget for fiscal year 2017 work, based

24    on the revenue assumptions from the CRE that we

25    had plugged in.  So we went ahead and did that
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01    with a total of about $97,000,000 of reductions.

02              REP. BALLARD:  Thank you, Mr. Chairman.

03              CHAIRMAN RYCKMAN:  Representative Hutton.

04              REP. HUTTON:  Thank you, Mr. Chair.  This

05    might be for J.G. or Shawn.  Run through the

06    modernization fund transfers.  I'm still kind of

07    cloudy on what's there, what's moving around,

08    what's been committed.  J.G.

09              MR. SCOTT:  Thank you, Mr. Chairman.  The

10    modernization fund is based on that $4 fee that's

11    added to driver's licenses.  That brings in a

12    total of about 12.2 million dollars.  In the

13    appropriation bill, there was $3,000,000 that was

14    appropriated to the Department of Revenue, to

15    Department of Commerce and --

16              MR. SULLIVAN:  Department of

17    Administration for the digital imaging fund for --

18    and also to the Department of Revenue, not

19    Commerce.

20              REP. HUTTON:  3,000,000 each or --

21              MR. SULLIVAN:  No, 3,000,000 total.

22              MR. SCOTT:  And with the remaining

23    funding, that's the 9.2 million dollars.  The 9.2

24    million dollars is transferred into the state

25    highway fund.  That was done in a transportation
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01    bill.  Once the Modernization Fund and DMV was

02    completed, it's supposed to shift over the $4 into

03    the state highway fund.  So the 9.2 million

04    dollars is scheduled to go into the State Highway

05    Fund from the modernization fund.

06              REP. HUTTON:  So that transfer hasn't

07    occurred yet?

08              MR. SCOTT:  The transfer has occurred to

09    the state highway fund.  That's sitting in the

10    state highway fund.  If you were to eliminate

11    that, it will be transferred back -- it would

12    literally be a transfer from the state highway

13    fund into the state general fund, but it will be

14    because of the modernization fund fee.

15              REP. HUTTON:  Another question.  You

16    mentioned that there was $1,000,000 that went into

17    the Department of Administration's imaging deal.

18    Isn't there -- wasn't there already a balance in

19    that, as well?

20              MR. SULLIVAN:  I believe the balance at

21    the end of this year is $400, something like that.

22              REP. HUTTON:  After the $1,000,000

23    transfer?

24              MR. SULLIVAN:  They spent the money this

25    year.  We transferred part of it, as well, the
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01    unused money for '16.  But they are scheduled to

02    get a new $1,000,000 in fiscal year 2017.

03              REP. HUTTON:  So the money that was in

04    last year's budget that they never spent, they

05    spent it this year.  As I recall, there was some

06    discussion that they had some funds that they

07    hadn't spent in that imaging fund.

08              MR. SULLIVAN:  They spent, I believe,

09    half of it in fiscal year 2016 and then I

10    transferred the other half to the state general

11    fund as part of the round of allotments that we

12    did.

13              REP. HUTTON:  So it's gone?

14              MR. SULLIVAN:  Yes.

15              REP. HUTTON:  Okay, thank you.

16              CHAIRMAN RYCKMAN:  Representative Lunn.

17    Lunn passes.

18         Any other funds of money we are looking at?

19    Representative Carpenter.

20              REP. CARPENTER:  Thank you, Mr. Chair.

21    Are we on the bill that's introduced or are we

22    on --

23              CHAIRMAN RYCKMAN:  Not yet.  I wanted to

24    get some more questions and other ideas floated.

25              REP. CARPENTER:  Well, could I get a
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01    couple clarifications from Mr. Penner?  I'd like

02    the breakdown of all the figures that you had

03    earlier, the 4.1, how they all add up.  If you

04    could get that copy.  Do you have that?  I don't

05    really need you to go over it.  I'd just like to

06    have it.

07              MR. PENNER:  Oh, you just want a --

08              CHAIRMAN RYCKMAN:  While you are here,

09    you might as well go over it as far as the

10    transfer of money.

11              MR. PENNER:  I'd be happy to.  The

12    estimated LOB cost for next year, from the state's

13    perspective, is 467,000,000, and we currently have

14    367.6 million appropriated.  And this bill

15    appropriates an additional 99.4 million.

16         The sources of that 99.4 million are, first,

17    that we eliminate the hold harmless money that

18    existed in 2655.  That is 61.8 million.  Next, the

19    0.5 percent adjustment to general state aid is

20    13,000,000.  Next, the adjustments to virtual

21    school state aid are a total of 2.8 million.  The

22    adjustment to the extraordinary need fund provides

23    7.2 million.  The TANF changes provides 4.1

24    million.  And the remaining 10.5 million comes

25    from the master settlement agreement money that
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01    was vetoed from Section 56 -- 50(C) of the Senate

02    Bill 249, the budget bill.

03              REP. CARPENTER:  Thank you, Mr. Chair.

04    Could we get copies of that?  I've had a lot of

05    questions about where it's coming from, and as old

06    as I am, I forget.

07              CHAIRMAN RYCKMAN:  And we'll have -- I'll

08    have -- J.G. will go over our runs in a little

09    bit.

10         I think we probably ought to take time to

11    take a step back and look at the snapshot in time

12    where we are now financially.  I'll ask J.G.  to

13    come up and talk about where we are at and what

14    our projected balances will be next year, and

15    maybe the Budget Director can fill in on what some

16    of our actuals are today.

17              MR. SCOTT:  Thank you, Mr. Chairman.

18    Going back to where we were prior to the special

19    session, we had an ending balance in the current

20    year of 21.5 million dollars and a projected

21    ending balance of a little over $87,000,000 in

22    2017.  So that's kind of where we started.

23         If we go back to our state general fund

24    receipts from last month, we were over $66,000,000

25    short in total receipts.  And with a $21,000,000
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01    ending balance, if that continues, and right now

02    it appears as though we are not going to make that

03    up, and it may get worse in June, we would not

04    have that $21,000,000 ending balance.  And in

05    fact, we would have to probably sweep funds for

06    some flexibility to get through the year or

07    perhaps not make some payments in the current year

08    to get through this year.  So I would anticipate,

09    you know, having very little, if any, ending

10    balance.

11         So if that's the case, our $87,000,000 ending

12    balance will be reduced because we said we had a

13    $21,000,000 beginning balance.  So if we reduce

14    that, we are down to about $66,000,000.  If we

15    have to delay some types of payments, that would

16    reduce that, you know, $66,000,000.  So when we

17    are just looking at where we are right now based

18    on the information that we have, the ending

19    balance would be substantially below, I would say

20    below the 66,000,000.  And depending on how much

21    of those gets delayed, it could be, you know, 10

22    or $15,000,000 ending balance for 2017 very

23    easily.  And that would then be, assuming that

24    revenue for 2017 would be coming in, the same type

25    of projected increase that we have originally
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01    planned.

02              CHAIRMAN RYCKMAN:  So if our revenues

03    remain constant next year and everything we know

04    now, we would have a little over $10,000,000 in

05    any of the funds that we talked about so far that

06    could be swept by the Governor to fill the gap for

07    all other programs?

08              MR. SCOTT:  For those in the current

09    year, yeah.  I mean, like some of the funds that

10    are out there mainly to be used this year to get

11    through expenditures for this year.  And if those

12    expenditures are used -- or the revenues used,

13    then they wouldn't be available for next year.

14              CHAIRMAN RYCKMAN:  So, okay.  Any other

15    questions on the big picture, where we are at and

16    how -- as we look at these funds, I think we have

17    all looked at different ways of angles, some, yes,

18    are available, but it looks like they will be

19    needed to fund the rest of the state government.

20         To Representative Ballard's comments earlier

21    about some of the Medicaid cuts, as this committee

22    has always done it looks at the entire balance of

23    the state, and not just one of our largest

24    expenditures.  That's why this bill has been kind

25    of crafted as it has in kind of the narrow scope
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01    that it has.

02         Any other questions for J.G.?  I know one

03    more thing I'd like to some information on TANF

04    that I want to clarify.  Before that,

05    Representative Finney.

06              REP. FINNEY:  Thank you, Mr. Chair.  I

07    was just wondering if you could just give us a

08    brief overview of that $900,000,000 indebtedness

09    of the State Finance Council?

10              CHAIRMAN RYCKMAN:  I don't want to get

11    too sidetracked on this, but basically the state

12    authorizes -- kind of borrows from itself to pay

13    the bills.  It's been happening for quite a few

14    years.  Yesterday, we did approve 900,000,000.

15         Any other questions?  I would like to get

16    some information on TANF here this morning that I

17    want clarified.  And Representative Carpenter,

18    question on that for Director Sullivan?

19              REP. CARPENTER:  Yes.  Shawn, could you

20    clarify the transfer from the -- to TANF from CIF

21    for me?

22              MR. SULLIVAN:  As I understand what's

23    proposed of being transferring 4.1 million dollars

24    that currently flows through the Children's

25    Initiative Fund, or CIF for short, to the Pre-K
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01    Pilot program of the Department of Education.

02         There were some statements made this morning,

03    I'll quote, that equalize school funding probably

04    will have little impact if we strip the lifelines

05    of our youngest children.  They need to enter the

06    kindergarten ready to learn.  That's a ridiculous

07    statement.  The proposal of moving 4.1 million is

08    purely record keeping.  It's using TANF, instead

09    of CIF money.  It will not change the children

10    served or the numbers served or anything like

11    that.

12              REP. CARPENTER:  Thank you.  Thank you,

13    Mr. Chairman.

14              CHAIRMAN RYCKMAN:  J.G., if you want to

15    kind of clarify too from your perspective on what

16    this does to programs.

17              MR. SCOTT:  Yeah, Mr. Chairman.  We

18    talked with the Department for Children and

19    Families and wanted to make sure that what we are

20    saying is correct, and that's what we found, as

21    well; that we can serve the same children with the

22    same services that are out there.  There would

23    just be some additional reporting that would be

24    required in order to use the TANF funding.  That's

25    what we found in our request from the Department.
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01              CHAIRMAN RYCKMAN:  Representative

02    Ballard.

03              REP. BALLARD:  I got a response to that

04    answer this morning and now it's really confusing

05    because I thought I was understanding it.  If it's

06    not going to affect that program at all, and it's

07    -- but it's still going to reduce that fund to

08    37.9, so it's going to be less than 42.  And we

09    are talking about record keeping, I understand

10    that.  So again, I would have to ask for a

11    clarification.  If we have $42,000,000 and we take

12    4.1, you say it's record keeping and the program

13    gets to stay the same - I don't have my notes from

14    this morning where I understood it - I think -- I

15    would still like to understand when you say what

16    the record keeping would be.  Are we reducing

17    those funds or not?  And once we determine that,

18    then I can ask you another question.  Are we

19    reducing the funds or will we keep 42,000,000 in

20    the Children's Initiative Fund?

21              CHAIRMAN RYCKMAN:  There was an allotment

22    that was made.  I think that's what's causing the

23    confusion.  There was additional money from TANF

24    being put into the fund.  That additional money

25    that we put into the fund is now being taken out
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01    of the fund.  I think the confusion comes from the

02    allotment of around $3,000,000 that happened prior

03    to this bill.

04              REP. BALLARD:  Okay, now, that's the

05    3,000,000, but that 3,000,000 is not the 4.1.  I

06    mean, it's not included in the that.  Am I

07    correct?

08              CHAIRMAN RYCKMAN:  Yes, 4.1 is not in the

09    fund.  4.1 is coming out of the fund.

10              REP. BALLARD:  Okay.  The way I see it,

11    if I put 4.1 in and I take 4.1 out, it's not in.

12              CHAIRMAN RYCKMAN:  That's right, and

13    nothing is going to affect it.

14              REP. BALLARD:  It does.  But for

15    reporting purposes it says TANF, but yet you say

16    it's coming out of --

17              CHAIRMAN RYCKMAN:  Maybe we'll let J.G.

18    try to explain this better than I'm failing to do.

19              MR. SCOTT:  Mr. Chairman, what we would

20    do is we would have the $42,000,000 that is in the

21    fund, in the Children's Initiative Fund.  We would

22    take 4.1 million dollars out of the Children's

23    Initiative Fund and transfer it to the state

24    general fund.  So the Children's Initiative Fund

25    is being reduced 4.1 million.
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01         What is done following that is we are

02    substituting 4.1 million dollars of TANF funding.

03    So we are increasing the amount of funding going

04    in from a different source, from the TANF fund

05    rather than Children's Initiative Fund, of 4.1

06    million dollars.  The net effect to the program on

07    this portion of it is zero.  Instead of spending

08    Children's Initiative Fund, it will be reduced,

09    but TANF funds will be included in that 4.1

10    million dollars.  So the net effect to the program

11    would be zero.  They would spend 4.1 million less

12    in TANF and 4.1 million in -- I'm sorry, they

13    would spend 4.1 million less in Children's

14    Initiative Fund and 4.1 million more in TANF.

15              REP. BALLARD:  So this is the Pre-K

16    program that we are talking about?

17              MR. SCOTT:  Right.

18              REP. BALLARD:  So they still have their

19    program, we are just going to fund it differently.

20    So you are not taking the 4.1 million and taking

21    the program?  I see you're shifting the money all

22    around, but the program is still intact, but they

23    will -- but CIF will be reduced, but you are going

24    to put the money in another way?

25              MR. SCOTT:  Correct.
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01              REP. BALLARD:  And now you wonder why I

02    was asking the question?

03              CHAIRMAN RYCKMAN:  It's a great question.

04    Thanks for asking.

05         Committee, we will hand out the runs for the

06    districts and J.G. will work through them with us.

07    So it looks something like this.

08              MR. SCOTT:  Now that everybody is up

09    there on the Children's Initiative Fund, we'll go

10    ahead.

11         And one of the documents that the Chairman

12    had requested was a summary of all the changes

13    that have happened basically to the block grant in

14    one document.  So what's -- what we have done is

15    we went through and pulled out all of the runs

16    that the Department of Education had done and just

17    picked out the differences from the block grant to

18    what is proposed here or what was included in the

19    capital outlay.  Okay?  And put it on one sheet of

20    paper.

21         So the first column you'll see, column 3, it

22    talks about general state aid, and this reflects

23    the half a percent reduction to the block grant.

24    So the proposal was to reduce one half of one

25    percent, and that totaled about $13,000,000.
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01    That's what is reflected here is that reduction by

02    school district.

03         When we put money in the block grant, we

04    identified a new formula to use.  This goes from

05    the block grant, in column 4, to the new formula

06    based on the 81.2 percentile, which is the old

07    formula.  So we went back to pre block grant.  The

08    total effect of that is an increase of about

09    $16,000,000.  This identifies all of those that

10    are being reduced and all of those that are

11    getting additional funding.  So the negative, the

12    amount that they are getting from the local option

13    budget state aid is going down.  The positive, the

14    state aid is going up.

15         Capital outlay, this is stepping back for

16    just a little bit because this is what we have as

17    our proved already.  So this isn't in the bill,

18    but this is part of what the school districts are

19    getting.  This is based on the -- once again, we

20    changed the formula in the block grant.  This is a

21    change from the block grant to what is now in the

22    approved budget, and that's in column 4.  Once

23    again, the positive, they are getting additional

24    state aide; negative, they are getting less state

25    aid.
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01         The second column 3 identifies the changes

02    for the virtual aid, and this is going to the

03    block grant.  We are being consistent on that.

04    The block grant --

05              CHAIRMAN RYCKMAN:  Can we have someone

06    shut the door please?

07              MR. SCOTT:  The virtual state aid is

08    supposed to change from $5,000 for full-time

09    students in 2016 to 5,600 in '17.  If we go back

10    to what it was before, it was at 4,045.  So in '15

11    it was 4,045, '16 it was supposed to go to 5,000

12    and in '17 it is supposed to go to 5,600.  What

13    this does is it does not increase from '16 to '17.

14    So instead of going from 5,600 -- or from 5,000 to

15    5,600, this stays at the 5,000.  So we show it as

16    a negative here because we are going back to the

17    block grant.  But when you compare to what they

18    have this year and next year, these amounts would

19    be flat depending on the number of students.

20         Then the final column we just added up all of

21    the adjustments to total the total adjustments for

22    each of the school districts based on what's

23    happened.  And it shows that when you look at it

24    in total, it's about 23.5, almost 23.6 million

25    dollars in increases that are offset by some
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01    reductions.

02              CHAIRMAN RYCKMAN:  Representative

03    Rhoades.

04              REP. RHOADES:  Thank you.  And just so I

05    understand, and I'll just use the first page so

06    it's easy for you, just to look at the top line,

07    as an example.  Am I right or am I wrong that

08    column 4, or that the LOB state aid part, that

09    money is, in the case of Marmaton Valley, 400,000.

10    That's not money that's being taken from the

11    district, that's money that's being taken from the

12    -- not the school -- not from the school operating

13    funds, but from the district itself in terms of

14    the municipality, the property tax, or am I wrong

15    about that?

16              MR. SCOTT:  It's just the opposite.

17    Actually, if it's negative, they would have been

18    getting state aid from the block grant.  And if

19    it's negative, they are not getting as much anyway

20    in the new formula -- or the old formula, if you

21    will.  So they were expecting $400,000 in state

22    aid in Marmaton Valley that they are no longer

23    receiving.  So this would actually reduce the

24    dollars that the school district is getting.

25         You might be thinking about, perhaps, Iola
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01    where they are getting $70,000 more for the school

02    district, but most of that money is going to go

03    into property tax relief for most of these because

04    of the amount of the LOB that is captured, the 30

05    or the --

06              REP. RHOADES:  And I guess that's the

07    confusing part.  So when we are talking about

08    $38,000,000, you know, in the discussion that we

09    are having, but the discussion is none of that

10    goes into the districts.  If we bring that

11    $38,000,000 in, it doesn't go to the district, it

12    goes to property tax relief, correct?

13              MR. SCOTT:  Correct.

14              REP. RHOADES:  So that's a little

15    confusing in looking at this to know.  I guess for

16    me I'm interested in knowing are you telling me

17    the total adjustment from the block grant on the

18    far right, if it's negative, it's going to mean,

19    in the case of Marmaton Valley, that their

20    operating budget is going down $410,000?

21              MR. SCOTT:  That would be my

22    understanding.

23              REP. RHOADES:  The school district?

24              MR. SCOTT:  Yes.

25              REP. RHOADES:  So that's the confusing
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01    part is knowing how the property tax component

02    figures.

03              CHAIRMAN RYCKMAN:  Can I just add, this

04    is the safe harbor option.  This is what 81.2

05    does, and the state aid for Marmaton Valley would

06    be dropped 400,000.  They would have the authority

07    to raise it back up locally and so their operating

08    budget would be -- not be affected if they chose

09    to do that.  They also do have the option at the

10    State Board of Education to petition that they fit

11    that criteria that we talked about earlier where

12    they are already above 19.  I don't have their

13    bills in front of me to know if they would or not.

14    And it would take more than two and a half mills

15    to make that difference.  But if they chose --

16    again, this is just going back to the old formula.

17    This is not what the bill that we already passed

18    did, it was voted unconstitutional.  This is what

19    the safe harbor is.

20              MR. SCOTT:  Mr. Chairman, I would say

21    that while the LOB is somewhat confusing about

22    whether they are losing money for the school

23    district or -- or additional money going into

24    property tax relief, most of the capital outlay,

25    if that is a positive number, that is money that
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01    goes into the school districts.  So that is an

02    actual increase.  So that money stays with the

03    school districts.  So all of the capital outlay

04    increase of about $23,000,000 does increase their

05    -- the funding available for those school

06    districts.

07              REP. RHOADES:  But in the case of

08    Humboldt, the second line, even though they've got

09    capital outlay of 59,000 coming in, they are still

10    losing 312?

11              MR. SCOTT:  Correct.

12              REP. RHOADES:  Thanks.  I just need to

13    understand it.

14              CHAIRMAN RYCKMAN:  Representative

15    Johnson.

16              REP. JOHNSON:  Thank you, Mr. Chairman.

17    And just following along, to make sure I have a

18    handle on it, we were looking at Marmaton Valley.

19    And if that change was made, there would be a

20    reduction which they could make up, should they

21    choose to hold themselves harmless, of that

22    400,000, if I'm reading that correctly.  If I go

23    down a little further to about, oh, two-thirds to

24    three-quarters of the way down the page to Clay

25    Center, as another example, where they would lose
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01    34 on the LOB but a piece in capital outlay and

02    virtual, would that be a situation where they

03    could not make up the entire amount through their

04    LOB if they happen to be at the cap already?

05              CHAIRMAN RYCKMAN:  I'm not certain if

06    they are at 30, 31 or 32.

07              REP. JOHNSON:  I'm not certain that the

08    are, just looking at to see if that might be

09    one --

10              CHAIRMAN RYCKMAN:  Almost everything in

11    column 4, LOB state aid, could be adjusted based

12    on going back up locally to supplant the loss of

13    state aid, either going back to 81.2.

14              REP. JOHNSON:  Thank you, Mr. Chair.

15              CHAIRMAN RYCKMAN:  Representative Kleeb.

16              REP. KLEEB:  Thank you, Mr. Chairman.

17    J.G., I just wanted to see if I'm understanding

18    this correctly.  These are Iola and Marmaton.  So

19    Iola gets LOB state aid adjustment.  They get to

20    lower their mill levy, lower their taxes?

21              MR. SCOTT:  If they are at their cap,

22    yes.

23              REP. KLEEB:  While Marmaton, they get to

24    enjoy the other side of the coin; they have to

25    raise their taxes.  This is where we have our
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01    winners or losers.  Somebody has to raise their

02    taxes because somebody else gets to lower theirs?

03              MR. SCOTT:  Yes, and that's going back to

04    the equity basis, you know, that the Court wants

05    the legislature to approve.  This would be the

06    effect of that, the change from the block grant to

07    the old 81.2 percentile formula, yes.

08              REP. KLEEB:  Thank you, Mr. Chairman.

09              CHAIRMAN RYCKMAN:  And one more factor in

10    there that you possibly couldn't show on the sheet

11    is the actual valuations of each district.  If the

12    valuations are on the way up and this number would

13    go down, the mill levy may not adjust.  Of course,

14    it could have went down if the money stayed

15    constant.  But if you're in a district, which, in

16    theory, it's not a real formula to work with, your

17    valuations went up and your student population

18    didn't change much, you collected more locally and

19    less came in from the state, and this is just

20    resetting it back prior to the block grant back to

21    the safe harbor.

22         Any other questions on the runs?

23    Representative Carpenter.

24              REP. CARPENTER:  Thank you, Mr. Chair.  I

25    don't have a question, it's more just stating how
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01    frustrating this is with the local option and the

02    mill levy, you know, because I'm not sure where

03    Humboldt is or where Marmaton, is as far as that

04    goes, but it's very hard to figure that out when

05    they could be at 25 or 30 or whatever, and we have

06    that all over the board throughout this whole

07    thing as we've seen in the past.  So it's kind of

08    confusing sometimes when you deal with that LOB

09    option.

10              CHAIRMAN RYCKMAN:  Any other discussion?

11    Representative Highland.

12              REP. HIGHLAND:  Thank you, Mr. Chair.

13    Will you explain one more time the criteria for

14    whether they can raise mills up and where they

15    fall on the scale then if they can come in and ask

16    for help?

17              CHAIRMAN RYCKMAN:  Okay.  You're talking

18    about to apply to the extraordinary needs fund

19    through the Department of Education?

20              REP. HIGHLAND:  And they have to have

21    that one or two percent.

22              CHAIRMAN RYCKMAN:  Okay, this would be a

23    policy decision, but the way this bill is drafted,

24    it allows for this LOB fluctuation to be a

25    criteria to the funds they (inaudible) decide how
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01    to handle this.  The policy would be that if you

02    are already at or above the median LOB of 19 mills

03    and it does not cost more than two and a half

04    mills to adjust, then you would qualify.

05         We could look at, you know, Shawnee Mission,

06    who graciously presented the idea, their district,

07    where they would lose -- Shawnee Mission would

08    lose 1.4 in their LOB state aid.  Now, there is a

09    possibility that their valuation has gone up and

10    so there wouldn't be a mill reduction -- or

11    increase to make that up.  I'm not certain.  But

12    let's say if it was the same, I am confident that

13    it would -- two and a half mills would be more

14    than 1.4, so they would not qualify.

15              REP. HIGHLAND:  Thank you.

16              CHAIRMAN RYCKMAN:  Any other questions?

17    Representative Hoffman.

18              REP. HOFFMAN:  Thank you, Mr. Chairman.

19    The values are based upon their last value in '15,

20    or what are these values based on as far as the

21    property tax or value of the properties?

22              CHAIRMAN RYCKMAN:  I'll let Mr. Penner

23    answer this one.

24              MR. PENNER:  So the aid amounts on this

25    are based upon the school district's assessed
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01    valuation per pupil during this year.  That was

02    always the way the formula had worked prior to the

03    block grant was that the prior year assessed

04    valuation per pupils -- assessed valuation per

05    pupil were used to determine equalization funding

06    for the following year.

07              CHAIRMAN RYCKMAN:  Anymore questions? Not

08    seeing any, Committee will begin working HB 2001.

09         Any other comments, amendments, discussion?

10    I don't see any comments or questions.

11    Representative Schwartz.

12              MS. SCHWARTZ:  Okay.  At this time then

13    if there is no further discussion, I move House

14    Bill 2001 favorable for passage.

15              CHAIRMAN RYCKMAN:  Second by

16    Representative Barker.  We will go to discussion.

17    Representative Wolfe Moore.

18              REP. WOLFE MOORE:  Thank you, Mr. Chair.

19    I know I said this earlier in the day.  My problem

20    isn't with this particular plan, my problem is

21    with using adequacy, touching adequacy to solve

22    the equity program.  And my biggest fear is that

23    the courts will say no to this, and that's really

24    a disaster.  So that's my biggest fear.  We can't

25    be sure this won't trigger a Supreme Court
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01    rejection of this plan.  And if we have to use

02    this plan, if that's the will of this group, is

03    there not a way we could chip that 13,000,000 down

04    with the job fund or something to at least make it

05    a little more palatable to the school districts.

06    I mean, I -- in my district in KCK, one of my

07    districts, if schools closed July 1st and this

08    isn't solved, we lay off 400 to 500 people, we

09    furlough those people.  We don't have special ed

10    programs in the summer; we don't have summer

11    programs; we can't do maintenance projects to

12    allow the schools to open.  Every school district

13    has to have their busses checked out by the

14    Highway Patrol, and that's a very tight timeline.

15    And so July 1st, that's when -- that's when the

16    damage starts occurring.

17         So I respect all the work that's gone into

18    this plan, I truly do, but I think it has to be a

19    plan that we can be as clear as we possibly can

20    that the Supreme Court is going to okay.  So

21    that's -- I don't have any problem with the other

22    things you're cutting, that's just the sacrifice

23    that has to happen, in my mind, but I truly have a

24    problem with the 13,000,000 that's spread across

25    the school districts.  And if there is any way
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01    that we could make that a little smaller, and I

02    would totally favor using the other 7,000,000 in

03    the Job Creation Fund to inch that down a little.

04    So maybe that makes it a little less

05    unconstitutional, I don't know, but I'm truly

06    worried about that.  Thank you, Mr. Chair.

07              CHAIRMAN RYCKMAN:  Thank you.  The

08    Supreme Court in Gannon II directed the

09    legislature to comply with Article 6 of the

10    alleged equity component in one of two ways, and

11    the first one is the safe harbor consisting of

12    funding the old LOB and the capital outlay

13    formula.  That is what we are doing here and

14    that's what we are addressing today.

15              REP. WOLFE MOORE:  And Mr. Chairman, I

16    sincerely hope you're right.  I just worry that

17    that will go another way.  Thank you very much.

18              CHAIRMAN RYCKMAN:  Any other comments? We

19    have a motion and a second.  All in favor of

20    passing HB 2001 favorably, say aye.  (Voice vote.)

21    Opposed?  (Voice vote.)  Motion -- the bill

22    passes.

23         Any other discussion before we take this up

24    to the floor.  We are adjourned.

25              (THEREUPON, the hearing concluded at
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