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The theme of 
today’s school 
funding snack is:
• special education 

funding; and
• the tuition fund.

Remember, this is 
just a snack. Let us 
know what more 
your appetite 
requires, and we’ll 
bring more to the 
table next time!

 https://medium.com/@zrehan286/approaching-a-problem-f6d6138e70d1 

Let’s learn 
about school 

funding!

https://medium.com/@zrehan286/approaching-a-problem-f6d6138e70d1


Special 
Education 
Funding
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Special Education Funding Sources

4

Federal

• Individuals with Disabilities 
Education Act (IDEA) – federal 
funding for the education of 
children with disabilities; 
totaled $41 million in FY 2024

• Impact Aid – federal funding 
for federally-connected 
children whose families live or 
work on nontaxable federal 
land (tribal land, forest land, 
national parks, military bases, 
etc.); totaled $96 million in FY 
2024

• Medicaid Reimbursements

State

• State General Fund – the 
special education allowable 
cost payment is based on 
current year ANB and an 
inflationary increase (since HB 
46 in 2021); totaled $40.6 
million in FY 2024

Local

• District general fund, 
including required local 
matching funds

• Local property tax levies in 
the tuition fund (SB 191, 2013)

What we are focusing on!
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There are two parts to the school funding 
formula:  

We have a formula to establish a district’s general 
fund budget limits (left) and a formula for how a 

district’s adopted budget is funded (right). 

 See the School District General Fund Interactive Tool to look 
at these district general fund charts by school district.

The Funding Formula
Remember – the special education allowable cost 
payment is a component of the district general fund 
formula, both in establishing budget limits and as a 
funding source for the adopted budget

https://app.powerbigov.us/view?r=eyJrIjoiOTYzYmU0MTEtZDg4Ny00OGIzLTk1YmItNzRlYjMyM2VjMDUyIiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9&pageName=ReportSection081dd3b90c1c7e1cbe05
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Divvying out the State Special Education Allowable Cost 
Payment to Districts and Co-ops

Component Distribution % of total
Sp Ed 
approp

Instructional Block Grant (IBG)
ANB (about 
$150/ANB) 52.5% $21.3 million

Related Services Block Grant 
(RSBG)

ANB (about 
$50/ANB) 17.5% $7.1 million

Reimbursement for 
Disproportionate Costs

Complex; high-cost 
students 25% $10.2 million

Co-op Admin and Travel ANB, FTE, mileage 5% $2.0 million

Total State Special Education 
Approp HB 2 100% $40.6 million

The Block Grants are paid on ALL ANB, 
not just special education students.

If about 1 in 10 students require special 
education, then the state payments for 
the IBG and RSBG provide about $2,000 

in additional funding per special ed 
student. The local match and federal 
funds add to this and bring the total 
amount of additional funds to about 

$4,000. While this may be adequate for 
the differential costs for a student with 
mild disabilities, the costs for a student 

with moderate or severe disabilities may 
greatly exceed this amount.
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IBG, 52.5%

RSBG, 17.5%

Disp Cost, 25%

Coop, 
5%

Non-co-op 
District

Co-op

District

Other sources of district 
SpEd funding:
• District General Fund 

and other funds
• Federal IDEA funding
• SB 191 permissive levy 

in the tuition fund

Co-op “dues” 
from districts

Divvying out the State Special Education Allowable Cost 
Payment to Districts and Co-ops

District

District



Special Education Expenditures – Local Match 
Requirement and Reversion

• Local match – districts must spend at least $1 for every $3 of IBG and RSBG received.

• The amount of state funding for the IBG and RSBG plus the local match requirement is the 
“minimum amount of special education expenditures to avoid reversion” – this is akin to the 
federal “maintenance of effort” requirement under IDEA.

• If a district does not expend the minimum amount on special education in a fiscal year, the 
districts special education payment in the following year is reduced in the subsequent year by 
the shortage amount. This is known as reversion.
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Special Education – Disproportionate Cost Payment

• 25% of the Special Education Allowable Cost Payment is devoted to the Disproportionate Cost 
Reimbursement (about $10 M in FY 24)

• It is based on high special education allowable cost expenditures 2 years prior

• It pays 40 cents on the dollar for special ed expenditures above an annually calculated 
threshold

• This threshold level has risen dramatically as growth in special education expenditures has 
outpaced the state payment
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Special Education – Disproportionate Cost Payment
(circa 2005 with a threshold of 130%)
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General Fund Special
Ed Expenditures

Local Funding
Sources
State Funding
Sources

D
ol

la
rs

40% State Funding
60% Local Funding

Minimum expenditures
to avoid reversion

Disproportionate
cost threshold

(expressed as a % of the reversion)

3:1 Match

Thank you OPI for 
the graphic!



Special Education – Disproportionate Cost Payment 
Threshold Level History
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Special Education – Disproportionate Cost Payment
(circa 2025 with a threshold of 300%)
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General Fund Special
Ed Expenditures

Local Funding
Sources
State Funding
Sources

D
ol

la
rs

40% State Funding
60% Local Funding

Minimum expenditures
to avoid reversion

Disproportionate
cost threshold

(expressed as a % of the reversion)

3:1 Match



Special Education – Disproportionate Cost Payment
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General Fund Special Ed Expenditures

Local Funding
Sources
State Funding
Sources

D
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*Assume all districts in 
this example have the 

same ANB
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The total statewide 
disproportionate cost payment 
(~$10M) is fixed at 25% of the 
legislative special ed allocation, 
which hasn’t changed much over 
the last few decades (although 
the K-12 BASE Aid inflationary 
increases also now apply to 
SPED). As the total costs have 
grown, the disproportionate cost 
payment has not grown as 
quickly, so the threshold has 
increased accordingly.



Special Education – Disproportionate Cost Payment

14

General Fund Special Ed Expenditures

Local Funding
Sources
State Funding
Sources
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*Assume all districts in 
this example have the 

same ANB
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The total statewide 
disproportionate cost payment 
(~$10M) is fixed at 25% of the 
legislative special ed allocation, 
which hasn’t changed much over 
the last few decades (although 
the K-12 BASE Aid inflationary 
increases also now apply to 
SPED). As the total costs have 
grown, the disproportionate cost 
payment has not grown as 
quickly, so the threshold has 
increased accordingly.
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Montana’s special education 
identification rate has increased over the 
last decade from about 11.7% to about 
14.5%. This mirrors a nationwide trend, 
and Montana is still under the national 
average.

Identification rates by disability category 
vary. Developmental delay and autism 
are two categories with growth in the 
last decade.

https://edunomicslab.org/special-education-spending/ 
https://archive.legmt.gov/content/Committees/Interim/2025-
2026/EDIC/Sept-9-2025/2025-SPED-report.pdf 

https://edunomicslab.org/special-education-spending/
https://archive.legmt.gov/content/Committees/Interim/2025-2026/EDIC/Sept-9-2025/2025-SPED-report.pdf
https://archive.legmt.gov/content/Committees/Interim/2025-2026/EDIC/Sept-9-2025/2025-SPED-report.pdf


The Tuition 
Fund
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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
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Retirement 
Fund

Building 
Fund

Miscellaneous 
Programs Fund

Impact 
Aid Fund

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

School District Funds – in relative proportion to revenue for FY 2024



The Tuition 
Fund - 

Revenues
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The tuition fund is used to pay tuition for a student who attends 
school outside the student's district of residence and for certain in-
district student IEP special education costs

• 20-5-324, MCA
• Funded through a permissive 

district property tax levy

 See the Tuition Fund 
Brochure and the School 
District General Fund 
Interactive Tool to learn 
more.

https://archive.legmt.gov/bills/mca/title_0200/chapter_0050/part_0030/section_0240/0200-0050-0030-0240.html
https://archive.legmt.gov/content/Publications/fiscal/2025-Biennium/Special-Topics/School-Funding/Tuition-Fund-one-pager-March2024.pdf
https://archive.legmt.gov/content/Publications/fiscal/2025-Biennium/Special-Topics/School-Funding/Tuition-Fund-one-pager-March2024.pdf
https://app.powerbigov.us/view?r=eyJrIjoiOTYzYmU0MTEtZDg4Ny00OGIzLTk1YmItNzRlYjMyM2VjMDUyIiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9&pageName=ReportSection081dd3b90c1c7e1cbe05
https://app.powerbigov.us/view?r=eyJrIjoiOTYzYmU0MTEtZDg4Ny00OGIzLTk1YmItNzRlYjMyM2VjMDUyIiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9&pageName=ReportSection081dd3b90c1c7e1cbe05
https://app.powerbigov.us/view?r=eyJrIjoiOTYzYmU0MTEtZDg4Ny00OGIzLTk1YmItNzRlYjMyM2VjMDUyIiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9&pageName=ReportSection081dd3b90c1c7e1cbe05


The Tuition 
Fund – 

Expenditures
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The tuition fund is used to pay tuition for a student who attends 
school outside the student's district of residence and for certain in-
district student IEP special education costs

• 20-5-324, MCA
• The use of the tuition fund 

for special education costs 
has grown since SB 191 
passed in 2013

 See the Tuition Fund 
Brochure and the School 
District General Fund 
Interactive Tool to learn 
more.

SPED costs

https://archive.legmt.gov/bills/mca/title_0200/chapter_0050/part_0030/section_0240/0200-0050-0030-0240.html
https://archive.legmt.gov/content/Publications/fiscal/2025-Biennium/Special-Topics/School-Funding/Tuition-Fund-one-pager-March2024.pdf
https://archive.legmt.gov/content/Publications/fiscal/2025-Biennium/Special-Topics/School-Funding/Tuition-Fund-one-pager-March2024.pdf
https://app.powerbigov.us/view?r=eyJrIjoiOTYzYmU0MTEtZDg4Ny00OGIzLTk1YmItNzRlYjMyM2VjMDUyIiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9&pageName=ReportSection081dd3b90c1c7e1cbe05
https://app.powerbigov.us/view?r=eyJrIjoiOTYzYmU0MTEtZDg4Ny00OGIzLTk1YmItNzRlYjMyM2VjMDUyIiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9&pageName=ReportSection081dd3b90c1c7e1cbe05
https://app.powerbigov.us/view?r=eyJrIjoiOTYzYmU0MTEtZDg4Ny00OGIzLTk1YmItNzRlYjMyM2VjMDUyIiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9&pageName=ReportSection081dd3b90c1c7e1cbe05


20HB 203; 2023 Session

House Bill No. 203 (2023; Bedey)

Significant changes to out-of-district attendance and tuition laws:
• Limited the reasons districts could refuse to accept out-of-

district students
• Eliminated parents paying tuition
• Required tuition payments from district of residence to district of 

attendance
• Payment amount is based on the percentage of local 

property taxes supporting the general fund budget (both 
BASE and overBASE levies) in each district, not to exceed 
35.3%, multiplied by the per-ANB entitlement amount plus 
the per-ANB amounts of the sp ed block grants. Payment 
amount is the lower of the two districts’ calculated amount. 
The FY 25 rates (paid in FY 26) range from $0 to $2,300 for an 
elementary student or $2,900 for a middle school or high 
school student. See chart with payment amounts here.

• Required state-level reporting of out-of-district attendance for 
the first time. The first report was presented to the Education 
Interim Committee in September and displays the high-volume 
of out-of-district attendance (10,754 students statewide) and 
that some districts export more of their resident students to 
neighboring districts than are educated in district.
• Over 100 districts "export" 25% or more of their resident 

students and nearly 50 districts export 50% or more

https://opi.mt.gov/LinkClick.aspx?fileticket=wjglGPmQuYo%3d&portalid=182
https://archive.legmt.gov/content/Committees/Interim/2025-2026/EDIC/1.Other/Reports/OutofDistrictTuitionLegReportfor2025.pdf


Countywide 
BASE Property  

Tax

21HB 156; 2025 Session

Fund Balance 
Reappropriated

Current Law HB 156

Non-Levy Over-BASE District A 

BASE Funding 
Requirement

District B 

BASE Funding 
Requirement

District D

BASE Funding 
Requirement

District C 

BASE Funding Requirement

The funding needs for 
all districts in a county 
are pooled in the same 

manner that school 
retirement costs are 

pooled now.

Countywide 
BASE
GTB

(state funded)

Countywide BASE 
funding support 
(including State 

GTB for low-
wealth counties)

District E
BASE Funding 
Requirement

Then, in low-wealth 
counties, state GTB lowers 
property taxes to equalize.

BASE Non-Levy
Some of the non-
levy revenue in 
the BASE area 
remains there, 

while some of it 
can now be 

devoted to the 
over-BASE area

HB 156 takes effect 
in FY 2027

TUITION IMPACT: Because district BASE 
levies are eliminated, tuition payments will 
be based on the % of over-BASE taxes only. 
This will reduce tuition payments 
significantly but not eliminate them. About 
350 districts have over-BASE levies (over 
$200 M statewide).
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22HB 156; 2025 Session
0.00

10.00

20.00

30.00

40.00

50.00

60.00

M
ill

s

BASE Mills - Current Law

Despite enhanced equalization of BASE mills in 
recent years (through increases in state BASE 
GTB aid) there is still some variation between 
districts and sometimes between districts in 
the same county. BASE mills generally range 
from 0-60 mills

Equalizing BASE mills countywide will result 
in identical BASE levies among school 
districts within counties and improve 
equalization. Countywide BASE mills are 
estimated to range from 9-37 mills



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:
Pad McCracken, Legislative Services Division, pad.mccracken@legmt.gov
Laura Sankey-Keip, Legislative Services Division, laura.sankeykeip@legmt.gov
Julia Pattin, Legislative Fiscal Division, julia.pattin@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:pad.mccracken@legmt.gov
mailto:laura.sankeykeip@legmt.gov
mailto:julia.pattin@legmt.gov
mailto:rebecca.brown@legmt.gov
mailto:katharine.johnson@legmt.gov


Questions?
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