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What is Inflation?
Inflation – an increase in the prices of goods and services over time

Purchasing power – the amount of goods or services you can buy with a certain amount of money; also described as the 
value of money 

Nominal (current) dollars – the literal amount of money exchanged in a transaction or reported on a financial statement. 
Nominal dollars do not account for rising prices, meaning a $100 bill today has less purchasing power than $100 in 2008

Real (constant) dollars – currency values adjusted for inflation from a base year to reflect true purchasing power over time 
and to allow for accurate comparisons of economic value

If a half gallon of milk cost $1.00 in 1990 and $2.00 in 2026, the nominal price doubled 
over that time frame. Although there isn’t much difference in the price of a half gallon of 
milk in 1990 vs. 2026, what changed is the purchasing power of a dollar – you must pay 
twice as many nominal dollars today as you had to in 1990 to buy the same product.
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Statutorily Defined Inflation Factor
Per 20-9-326, MCA: 

“(1) In preparing and submitting an agency budget…the superintendent of public 
instruction shall determine the inflation factor for the basic and per-ANB entitlements, the 
data-for-achievement payment, the per-ANB amount used to calculate the total special 
education allocation in 20-9-306, and the general fund payments in 20-9-327 through 20-9-
330 in each fiscal year of the ensuing biennium. The inflation factor is calculated as follows:

(a) for the first year of the biennium, divide the consumer price index for July 1 of the prior 
calendar year by the consumer price index for July 1 of the calendar year 3 years prior to 
the prior calendar year and raise the resulting ratio to the power of one-third; and

(b) for the second year of the biennium, divide the consumer price index for July 1 of the 
current calendar year by the consumer price index for July 1 of the calendar year 3 years 
prior to the current calendar year and raise the resulting ratio to the power of one-third.

(2)(a) The present law base for the entitlements referenced in subsection (1) of this section, 
calculated under Title 17, chapter 7, part 1, must consist of any enrollment increases or 
decreases plus the inflation factor calculated pursuant to this section, not to exceed 3% in 
each year, applied to both years of the biennium.

(b) This subsection (2) does not limit the superintendent or the governor from 
recommending, or limit the legislature from adopting, inflationary adjustments other than 
those calculated in this section.”

Three-year average 
of the July 1 CPI

3% “cap” 

This calculation applies to the budget 
request submitted to the governor by 

the superintendent of public 
instruction in September of even years. 
The legislature may make adjustments 

to the OPI budget, including the 
inflationary increase for schools, 

throughout the budgeting process. 
However, the legislature has often (but 

not always) historically adopted the 
budget as proposed by the 

superintendent. 

Added in HB 266 (2025); the bill 
also added a reporting 

requirement for OPI on K-12 
inflationary increases
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Statutorily Defined Inflation Factor
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Present Law Statutory Applied Inflation for K-12 Education Components (Basic Entitlements, Per 
ANB, and State Funded Components) as compared to Growth in the Consumer Price Index (CPI)

3.0% “cap” on statutory applied inflation

Key Takeaways:
• When funded at the level of the inflation 

factor, school funding inflationary 
increases lag behind actual inflation

• The 3% “cap” limits school funding 
increases in periods of high inflation
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Inflation Reconciliation (HB 266, 2025)
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Background 
& Methods

• Columbia Falls Elem. School Dist. v. State of 
Montana (aka “Columbia Falls II”) in 2008

• Court decision on the school funding formula after 
changes made in the 2005 Special Session: “This Court 
concludes that the State is in the process of making a 
good faith effort to preserve and protect Montana's 
constitutional commitment to a sound public education 
system.”

• Examine statewide and district revenues and 
expenditures, total and per pupil, in nominal and 
real (inflation-adjusted) dollars from FY 2008 – 2025

• Base year for inflation analysis: FY 2008
• Comparing FY 2008 – 2025 nominal and real (2008 

dollars) revenues and expenditures allows us to 
ask: If we adjust for the rate of inflation, what 
would the purchasing power of our nominal 
expenditures have been in 2008?
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Measure of 
Inflation

• This analysis uses the average annual inflation 
rate of the Consumer Price Index (CPI) to adjust 
nominal school revenues and expenditures to 
real 2008 dollars

• Montana uses a three-year average of CPI in the 
inflationary calculation for the Superintendent’s 
budget request for the funding formula

• Limitation: CPI is a measure of consumer 
spending, not producer spending

• However, there is no one price index that measures 
public education costs and inflation

• The services Producer Price Index (PPI) does not 
include data on K-12 education services
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Other Price 
Measures

• Other price measures to examine school 
revenues and expenditures

• NCES Cost of Education index → identifies total 
school expenditures over time

• GDP price deflator 
• Price measures for school cost drivers

• Looking further into PPI by industry → prices of new 
school building construction, educational supplies 
and materials, energy

• Wage price indices → Employment Cost Index (BLS); 
Comparable Wage Index for Teachers (NCES)
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Enrollment Changes and Per-Pupil Calculations
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Enrollment

• Per pupil budget/expenditures/revenues depend on the enrollment metric used in the 
denominator of the calculation

• Recap from the General Fund Deep Dive presentation earlier: Budget Limitation Average Number 
Belonging (ANB) is the enrollment metric used in the funding formula 

• Student count data used in the ANB calculation (not actual ANB numbers) are used for this 
analysis, as they are actual current year enrollment numbers

Uptick in 
enrollment starts

Covid-19

Enrollment 
peak



State Mining 
Impact Fund

Miscellaneous 
Enterprise Fund

Permanent 
Endowment 

Fund

Industrial 
Arts Fund

Building 
Reserve 

Fund 

School District 
General Fund

Bus 
Depreciation 

Fund

Tuition Fund

Adult 
Education 

Fund
Technology 

Fund

Flexibility Fund

Debt 
Service 

Fund

Transportation 
Fund

10

Retirement 
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Building 
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School Food 
Services 

Fund

Student 
Extracurricular 
Activities Fund

Interlocal 
Agreement Fund

Metal Mines Tax 
Reserve Fund

Traffic Education 
Fund

Private Purpose 
Trust

Compensated 
Absence Fund

Lease-Rental 
Fund

Day Care 
Enterprise 

Fund

Budgeted Funds Non-Budgeted Funds

Big Picture: School District Funds
in relative proportion to revenue for FY 2024
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Revenue Sources: District General Fund (Statewide)
Selected funds:
General Fund
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Key Takeaways:
• State and Local (BASE) funding is required
• Local (over-BASE) funding must be approved 

by voters
• Some shifts in funding are increases for 

schools (ex: STARS Act)
• Some shifts in funding are about who pays 

and don’t increase overall funding for 
schools (ex: HB 647; 2017)
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*Building Fund is not included due to 
overlap with the Debt Service Fund

More on school 
funding revenues 
coming in April. 
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New Formula

SB 175 
(2013) 

STARS Act

HB 647 
(2017)

GTB Lag 

Screenshot taken from LFD BI data tool located here: https://www.legmt.gov/lfd/publications/school-funding-library/ 

DSA to 44.7% 
from 41.8%

“Consent 
Decree”

High 
inflation

School Funding Dashboard: Inflection Points in the District General Fund

https://www.legmt.gov/lfd/publications/school-funding-library/
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2008 BASE 
Budget:

$756,498,779

2026 real budget (2008 
dollars): $711,013,657

Enrollment steadily increased (with a 
blip down in FY 2020 due to Covid-19) 
until a peak in FY 2023, after which it 

began to declineSB 175 
(2013)

Period of high 
inflation; 

Enrollment began 
to decline

STARS Act (2025);
Statutorily applied

inflation factor is also 
slightly higher than 

actual inflation 

Estimated 
2027 real 

budget (2008 
dollars): 

$765,193,940
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2008 BASE 
Budget:
$5,276

Estimated 2027 
real budget 

(2008 dollars): 
$5,245

2025 real budget 
(2008 dollars): 

$4,571



$0.0 B

$0.2 B

$0.4 B

$0.6 B

$0.8 B

$1.0 B

$1.2 B

$1.4 B

$1.6 B

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Bu
dg

et

Fiscal Year
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2008 Adopted 
Budget:

$910,824,498

2026 real budget (2008 
dollars): $845,326,550

Enrollment steadily increased (with a 
blip down in FY 2020 due to Covid-19) 
until a peak in FY 2023, after which it 

began to declineSB 175 
(2013)

Period of high 
inflation; 

Enrollment began 
to decline

STARS Act (2025);
Statutorily applied

inflation factor is also 
slightly higher than 

actual inflation 

Estimated 
2027 real 

budget (2008 
dollars): 

$909,741,673
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2008 Adopted 
Budget:
$6,352

Estimated 2027 
real budget 

(2008 dollars): 
$6,236

2025 real budget 
(2008 dollars): 

$5,476



School 
District 

Expenditures 
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K12-Related 
Expenditures 

Included:
 Instruction
 Administration 
 Instructional materials 
 Technology
 Support Services
 Other instructional costs 
 Facilities 
 Transportation 
 Food services
 One-time-only funds (e.g. ARRA, ESSER)
Not included: 
× Adult education 
× Extra-curricular activities or school sports 
× Community and enterprise programs
× Non-educational services
× Transfers to other funds
× Other duplicative expenditures (e.g. debt service fund and building fund overlap)
× Undistributed funds
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Total K12-Related* Expenditures: Nominal and Real (2008) Dollars

Nominal
Expenditures

Real (2008)
Expenditures

2008 Constant
Dollars

22

2008 
expenditures:

$1,455,520,138

2025 real expenditures 
(2008 dollars): 
$1,392,322,435

Numerous districts passed levies for facility investments; 
enrollment steadily increased (with a blip down in FY 2020 due to 
Covid-19) until a peak in FY 2023, after which it began to declineSB 175 

(2013)

Period of high 
inflation; 

enrollment began 
to decline

Influx of ESSER 
funds

Debt Service 
Fund is not 

included due to 
overlap with the 

Building Fund
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Total K12-Related* PPE: Nominal and Real (2010) Dollars

Nominal PPE

Real (2008) PPE

2008 Constant
Dollars

23

2008 PPE:
$10,150 2025 real PPE 

(2008 dollars): 
$9,400

Numerous districts passed 
levies for facility investments

SB 175 
(2013)

Influx of ESSER 
funds

Period of high 
inflation

Debt Service 
Fund is not 

included due to 
overlap with the 

Building Fund



Selected Funds

District General 
Fund

Used for the basic 
instructional and 

operational costs of the 
district not provided for 

in another fund, 
including salaries and 
benefits (other than 
retirement) for most 

employees, 
instructional materials, 

and basic facility 
operational costs

Flexibility Fund

Used for technology, 
facility expansion, 

student assessment 
and evaluation, 

curriculum 
development, and 

certain other types of 
expenditures

Technology Fund

Used for the purchase, 
rental, repair and 
maintenance of 

technology equipment, 
and associated 

technical training for 
school district 

personnel

Tuition Fund

Used to pay tuition for 
a student who attends 

school outside the 
student's district of 
residence and for 

certain special 
education costs

Impact Aid Fund

Used for the receipt 
and expenditure of 
federal funding for 
federally-connected 

children whose families 
live or work on 

nontaxable federal land 
(tribal land, forest land, 
national parks, military 

bases, etc.); general 
support payments can 
be used in support of 

almost any school 
district function 

including facilities

Miscellaneous 
Programs Fund
Used for a variety of 

programs, grants, and 
reimbursements, 
including federal 

programs like Title I-X 
IDEA, ESSER (Covid 19 

relief funds), etc. in 
addition to some state 

programs such as 
Indian Language 
Immersion, etc.

Though not always used exclusively for instructional costs, these six funds are most 
often associated with the instructional functions of a school district:
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K12-Related Expenditures for Selected Funds*: Nominal and Real (2008) 
Dollars

Nominal
Expenditures

Real (2008)
Expenditures

2008 Constant
Dollars

25

2008 
expenditures:

$1,115,342,814

2025 real 
expenditures (2008 

dollars): 
$1,036,541,245

*Selected 
funds:
Flexibility 
Fund, 
General Fund, 
Impact Aid 
Fund, 
Miscellaneous 
Programs 
Fund, 
Technology 
Fund, 
Tuition Fund

ESSER funds

ARRA 
funds
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K12-Related PPE for Selected Funds*: Nominal and Real (2008) Dollars

Nominal
PPE

Real (2008)
PPE

2008
Constant
Dollars

*Selected 
funds:
Flexibility 
Fund, 
General Fund, 
Impact Aid 
Fund, 
Miscellaneous 
Programs 
Fund, 
Technology 
Fund, 
Tuition Fund

26

2008 PPE:
$7,778 2025 real PPE (2008 

dollars): $6,998

ARRA 
funds

ESSER 
funds

Key Takeaways:
• Increased real (2008 dollars) 

expenditures from selected instruction-
related funds associated with infusion of 
federal dollars (ARRA, ESSER)
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Student 
Centered 
Expenses 

Included:
 Instruction
 Administration 
 Instructional materials 
 Technology
 Support Services
 Other instructional costs
Not included: 
× Facilities 
× Transportation 
× Food services
× Adult education 
× Extra-curricular activities or school sports 
× Community and enterprise programs
× Non-educational services
× One-time-only funds (e.g. ARRA, ESSER)
× Transfers to other funds
× Other duplicative expenditures (e.g. debt service fund and building fund overlap)
× Undistributed funds



$0.0 B

$0.2 B

$0.4 B

$0.6 B

$0.8 B

$1.0 B

$1.2 B

$1.4 B

$1.6 B

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Ex
pe

nd
itu

re
s

Fiscal Year

Student Centered Expenditures for Selected Funds*: Nominal and Real (2008) 
Dollars

Nominal
Expenditures

Real (2008)
Expenditures

2008 Constant
Dollars

28

2008 
expenditures:
$915,287,256

2025 real 
expenditures (2008 

dollars): $852,407,900

Period of high 
inflation; 

enrollment 
began to decline

*Selected 
funds:
Flexibility 
Fund, General 
Fund, Impact 
Aid Fund, 
Miscellaneous 
Programs 
Fund, 
Technology 
Fund, 
Tuition Fund



$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

$7,000

$8,000

$9,000

$10,000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Pe
r-

Pu
pi

l E
xp

en
di

tu
re

s

Fiscal Year

Student Centered Expenditures for Selected Funds*: Nominal and Real (2008) 
Dollars

Nominal PPE

Real (2008)
PPE

2008 Constant
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2008 PPE:
$6,383

2025 real PPE 
(2008 dollars): 

$5,755

Period of high 
inflation *Selected 

funds:
Flexibility 
Fund, General 
Fund, Impact 
Aid Fund, 
Miscellaneous 
Programs 
Fund, 
Technology 
Fund, 
Tuition Fund



District General Fund

District General 
FundUsed for the basic 

instructional and operational 
costs of the district not 

provided for in another fund, 
including salaries and 
benefits (other than 
retirement) for most 

employees, instructional 
materials, and basic facility 

operational costs

Though not used 
exclusively for 

instructional costs, the 
district general fund is a 
point of focus because it 
is funded by the school 

funding formula
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District General Fund Expenditures: Nominal and Real (2008) Dollars

Nominal
Expenditures

Real (2008)
Expenditures

2008 Constant
Dollars

Selected funds:
General Fund
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2008 
expenditures:
$744,049,914

2025 real expenditures 
(2008 dollars): 
$659,739,849

Period of high 
inflation
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District General Fund PPE: Nominal and Real (2008) Dollars

Nominal PPE

Real (2008) PPE

2008 Constant
Dollars

32

2008 PPE:
$5,189 2025 real PPE (2008 

dollars): $4,454
Selected funds:
General Fund

Period of high 
inflationKey Takeaways:

• Real (2008 dollars) general fund 
expenditures are relatively close to 2008 
nominal general fund expenditures 
constant line until inflation rates began 
rising

• The STARS Act and lag of the statutorily 
applied inflation factor are projected to 
bring expenditures in real 2008 dollars 
back up to the 2008 level by FY 2027



K-12 Cost 
Drivers
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K-12 Cost 
Drivers

Included: 
 Instruction (Salaries & Benefits) – salaries and benefits categorized for teachers
 Administration – administrative costs of running schools (includes salaries and benefits for school 

administrative staff, office costs, etc.)
 Instructional materials – costs for supplies and materials related to instruction, curriculum, 

subscriptions, etc.
 Technology – costs for technology associated with K-12 instruction
 Support Services – costs for support staff (e.g. librarians, counselors, paras, etc.)
 Facilities (O&M) – daily operational and maintenance costs of facilities
 Facilities (other) – costs for capital improvements, new construction, purchase of property, debt service, 

etc. 
 Transportation – costs for busing of students to and from school (does not include extracurricular 

activities or field trips)
 Food services – costs of school breakfast and lunch programs
 Other instructional costs – non-salary-related costs associated with instruction that are not identified 

as instructional materials 
Not included: 
× Adult education 
× Extra-curricular activities or school sports 
× Community and enterprise programs
× Non-educational services
× One-time-only funds (e.g. ARRA, ESSER)
× Transfers to other funds
× Other duplicative expenditures (e.g. debt service fund and building fund overlap)
× Undistributed funds



Cost Drivers: All Expenditures, All Funds* (Statewide)
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Cost Drivers: All Expenditures, All Funds* (Bozeman Elem)
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Cost Drivers: All Expenditures, All Funds* (Trout Creek Elem)
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Cost Drivers: Selected Funds 

District General 
Fund

Used for the basic 
instructional and 

operational costs of the 
district not provided for 

in another fund, 
including salaries and 
benefits (other than 
retirement) for most 

employees, 
instructional materials, 

and basic facility 
operational costs

Flexibility Fund

Used for technology, 
facility expansion, 

student assessment 
and evaluation, 

curriculum 
development, and 

certain other types of 
expenditures

Technology Fund

Used for the purchase, 
rental, repair and 
maintenance of 

technology equipment, 
and associated 

technical training for 
school district 

personnel

Tuition Fund

Used to pay tuition for 
a student who attends 

school outside the 
student's district of 
residence and for 

certain special 
education costs

Impact Aid Fund

Used for the receipt 
and expenditure of 
federal funding for 
federally-connected 

children whose families 
live or work on 

nontaxable federal land 
(tribal land, forest land, 
national parks, military 

bases, etc.); general 
support payments can 
be used in support of 

almost any school 
district function 

including facilities

Miscellaneous 
Programs Fund
Used for a variety of 

programs, grants, and 
reimbursements, 
including federal 

programs like Title I-X 
IDEA, ESSER (Covid 19 

relief funds), etc. in 
addition to some state 

programs such as 
Indian Language 
Immersion, etc.

Though not always used exclusively for instructional costs, these six funds are most 
often associated with the instructional functions of a school district:
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**Retirement Fund is not included

*Selected funds:
Flexibility Fund, 
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Impact Aid Fund, 
Miscellaneous 
Programs Fund, 
Technology Fund, 
Tuition Fund
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Cost Drivers: Selected Funds* (Trout Creek Elem)

**Retirement Fund is not included

*Selected funds:
Flexibility Fund, 
General Fund, 
Impact Aid Fund, 
Miscellaneous 
Programs Fund, 
Technology Fund, 
Tuition Fund



District General Fund

District General 
FundUsed for the basic 

instructional and operational 
costs of the district not 

provided for in another fund, 
including salaries and 
benefits (other than 
retirement) for most 

employees, instructional 
materials, and basic facility 

operational costs

Though not used 
exclusively for 

instructional costs, the 
district general fund is a 
point of focus because it 
is funded by the school 

funding formula
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District General Funds ExpendituresCost Drivers: District General Fund (Statewide)
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*Selected fund:
District General Fund
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Cost Drivers: District General Fund (Bozeman Elem)
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*Retirement Fund is not included

*Selected fund:
District General Fund
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Cost Drivers: District General Fund (Trout Creek Elem)
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*Retirement Fund is not included

*Selected fund:
District General Fund



School Funding Resources: 
https://www.legmt.gov/lfd/publications/
school-funding-library/
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https://www.legmt.gov/lfd/publications/
property-tax-library/

Property Tax 
Resources: 

Staff Contact Info:
Julia Pattin, Legislative Fiscal Division, julia.pattin@legmt.gov
Pad McCracken, Legislative Services Division, pad.mccracken@legmt.gov
Laura Sankey-Keip, Legislative Services Division, laura.sankeykeip@legmt.gov
Becca Brown, Legislative Services Division, rebecca.brown@legmt.gov
Kate Johnson, Legislative Fiscal Division, katharine.johnson@legmt.gov

https://www.legmt.gov/lfd/publications/school-funding-library/
https://www.legmt.gov/lfd/publications/school-funding-library/
https://www.legmt.gov/lfd/publications/property-tax-library/
https://www.legmt.gov/lfd/publications/property-tax-library/
mailto:julia.pattin@legmt.gov
mailto:pad.mccracken@legmt.gov
mailto:laura.sankeykeip@legmt.gov
mailto:rebecca.brown@legmt.gov
mailto:katharine.johnson@legmt.gov


Questions?
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