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Multiple entities share governance
for K-12 education in Montana

s
The Legislature The Superintendent of The Board of Public School District Trustees
Public Instruction Education

Provides a basic system of free Has duties as provided by law Exercises general supervision over The supervision and control of
quality public schools, and funds Serves as an ex-officio non-voting the public school system and such schools in each school district shall
and distributes the state share to remlEr el Bemrd o Bulilic other public educational institutions be vested in a board of trustees to

the school districts in an equitable B as assigned by law be elected as provided by law

manner
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?School funding is constitutionally required

Montana Constitution (Article X, Part X, Section 1)

Section 1. Educational goals and duties.

(1) It is the goal of the people to establish a system of education which will develop the full educational potential of
each person. Equality of educational opportunity is guaranteed to each person of the state.

(2)The state recognizes the distinct and unique cultural heritage of the American Indians and is committed in its educational
goals to the preservation of their cultural integrity.

(3)The legislature shall provide a basic system of free quality public elementary and secondary schools. The legislature may
provide such other educational institutions, public libraries, and educational programs as it deems desirable. It
shall fund and distribute in an equitable manner to the school districts the state's share of the cost of

the basic elementary and secondary school system.



https://leg.mt.gov/bills/mca/title_0000/article_0100/part_0010/section_0010/0000-0100-0010-0010.html

?School funding is constitutionally required

Per 20-9-309, MCA, the legislature shall:
(a) determine the costs of providing the basic system of free quality public elementary and secondary schools;

(b) establish a funding formula that:

(i) is based on the definition of a basic system of free quality public elementary and secondary schools and reflects the costs associated with providing
that system as determined in subsection (4)(a);

(ii) allows the legislature to adjust the funding formula based on the educationally relevant factors identified in this section;

(iii) is self-executing and includes a mechanism for annual inflationary adjustments;

(iv) is based on state laws;

(v) is based on federal education laws consistent with Montana's constitution and laws; and

(vi) distributes to school districts in an equitable manner the state's share of the costs of the basic system of free quality public elementary and secondary
schools; and

(c) consolidate the budgetary fund structure to create the number and types of funds necessary to provide school districts with the greatest budgetary
flexibility while ensuring accountability and efficiency.



https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0090/0200-0090-0030-0090.html

-’T-\ Equality vs. Equity

Equity is about fairness. In the right-hand picture,
resources are allocated equitably in varying amounts in
order to provide equality of opportunity.

Similarly in Montana's school funding formula, resources are

allocated based on need in varying amounts to reflect two

realities:

1) Children (and schools/districts) require varying amounts
of resources to develop their educational potentials; and

2) Districts have varying capacities to generate local
revenue.

Montana's funding formula takes both kinds of need into
consideration to ensure students across the state have
quality schools. In this sense, equitable distribution of
funding helps ensure the "equality of educational
opportunity" guaranteed in Montana's constitution.
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1989 Helena Elementary Unequal spending per HB 28 Increased state share
\ v. State pupil means unequal (1989 special . Created GTB payments
educational opportunity; session) . Created statewide equalization
\ property poor districts property tax levy of 40 mills;
(Equity) were spending less (and increased existing county
- often levying more mills) equalization mills to 55 mills
(new total = 95 mills)
Lawsuits filed HB 667 (1993) = Eliminated existing Foundation
CO u rt ca ses contending HB 28 Program
had not fixed . Created new formula with BASE
disparities (minimum) and maximum

budgets, basic and per-ANB
entitlements
. GTB for debt service

Columbia Falls v. Funding inadequate; basic ~ SB 424 (2003) * (Annual inflationary adjustments

and changes

to Montana

State | system of quality school to BE and per-ANB were added in
not defined; must fund 2003 during litigation)
o Art X, Section 1(2) of the SB 152 (2005) = Defined basic system
K- 1 2 F I n a n c e (Adequacy) Montana Constitution SB 525 (2005) = Created Quality Schools Interim
(preservation of tribes’ Committee (QSIC)
cultural integrity) SB1 . Created 4 new fully state-funded
(2005 special payments: QE; at-risk, IEFA,
session following American Indian Achievement
QsIc) Gap
Columbia Falls v. Legislature has made Various . Increased GTB ratio; provided
State good faith effort to funding for facilities
address concerns
regarding adequacy
6
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How
Property

Taxes
Work




How Property Taxes are Calculated ﬁ

_ Taxable
Value

Decided by
Department school districts,
Legislature of Revenue cities, counties,
certifies SIDs, voters, and

Legislature

County
Treasurer bills,

Department

of Revenue collects, and

distributes

For example, a home with $500,000 value at 95 mills:
= Taxable Value = Assessed Value x Tax Rate = $500,000 x 1.35% = $6,750

= Value of One Mill = Taxable Value x m = $6,750 x M— $6.75

= Property Tax Bill = Value of 1 Mill x # of Mills = $6.75 x 95 = $641.23




Property Class Determines Tax Rate

—

EB Agricultural land 2.16%
- Non-qualified agricultural land 15.12%

Residential 1.35% on land and structures
under $1.5M
1.89% on structure value over
$1.5M
B Commercial 1.89%
Business personal property First $1M exempt

Next $6M, 1.5%
Above $6M, 3%
EB Non-electric generating property of electric utilities, pipelines  12%

EFI Railroad and airline property 3.06% in 2023
“ Electric generating property, telecommunications utilities 6%
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What is a mill?

Unit of measuring property taxes owed
»0One tenth of a penny of taxable value

How are mill levies set?

State Local
« Mills set in state law: * Authority in state law,
. Up to 95 mills for mills set IOcaIIy
state equalization « Permissive vs. voted
« 6 mills for university - Required or =
system formulaic (schools
only)

« Up to 1.5 mills for vo-
tech (certain
counties)
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School Funding & Property Tax Revenue Flow

« County treasurers bill and collect property taxes
« Half due November 30t and May 31st

Payments are made to school districts over 11 months, August to June. Because
of revenue flow timing issues, the state general fund carries the load early in the
cycle, despite being the 3 source of school funding.

($450M in FY 2024) ($425M in FY 2024) ($56M in FY 2024)

Steadier throughout year from  Primarily in December/january February, June, and July

income and other taxes and May/June from DNRC for state trust
Revenue Flow with property tax payments lands and interest
(3 source) (2" source) (1st source)
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Key School Funding and Property Tax Statutes

Section Catchline/Nutshell MCA

Procedure for calculating levy.
This section establishes limits on increases in property taxes but exempts school district levies. The application of 15-10-420 to the 95 mills has been the 15-10-420
subject of much debate and a recent MT Supreme Court Decision.

Mill levy election.

This section describes the voting requirements for imposing a new mill levy or increasing an existing mill levy or exceeding the limit in 15-10-420. Includes
requirements describing how money will be used, the durational limit of the levy, and estimated property tax impacts on homes valued at $100K, $300K, 15-10-425
and $600K. This section is referenced and applies to the following school district levy elections in Title 20: the general fund over-BASE levy, the voted

building reserve levies, and the technology levy. School district bond elections have their own requirements described in Title 20, chapter 9, part 4.

Basic county tax for elementary equalization and other revenue for county equalization of elementary BASE funding program.

This section describes the 33-mill levy and how the funds are treated and used. 20-9:331
Basic county tax for high school equalization and other revenue for county equalization of high school BASE funding program. 20-9-333
This section describes the 22-mill levy and how the funds are treated and used. -
State equalization aid levy. 20-9-360
This section describes the 40-mill levy and how the funds are used for state equalization aid. -
Definition of and revenue for state equalization aid. 20-9-343
This section defines "state equalization aid" as the necessary revenue for GTB aid, BASE aid, and state debt service assistance. -
School equalization and property tax reduction account -- uses.

This is the section created by HB 587 establishing what is known as the SEPTR Account which receives revenue from the 95 mills. When that revenue 20-9-336
increases year-to-year, a portion of that increase is used to calculate increases in various equalization mechanisms to lower property taxes. The first -
mechanism is countywide school retirement GTB.

Definitions.

This section is the keystone for three guaranteed tax base (GTB) aid mechanisms in Montana school funding: BASE GTB for the district general fund, debt

service assistance, and retirement GTB (to support countywide school retirement levies). This section is where the multipliers for these three 20-9-366

mechanisms reside. The Legislature has increased the BASE GTB multipliers in recent years, decreasing reliance on local property taxes. The calculation in
the SEPTR account described above will do similar for county retirement GTB if revenue from the 95 mills continues to increase. The GTB calculations can
be found in the sections following 20-9-366.
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https://leg.mt.gov/bills/mca/title_0150/chapter_0100/part_0040/section_0200/0150-0100-0040-0200.html
https://leg.mt.gov/bills/mca/title_0150/chapter_0100/part_0040/section_0250/0150-0100-0040-0250.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0310/0200-0090-0030-0310.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0330/0200-0090-0030-0330.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0600/0200-0090-0030-0600.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0430/0200-0090-0030-0430.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0360/0200-0090-0030-0360.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0660/0200-0090-0030-0660.html

GTB aid equalizes districts’ revenue-generating capacity by providing a state GTB aid
subsidy for districts with less property tax wealth to bring their revenue-generating
capacity (based on the district GTB ratio) to a guaranteed amount

Changing the GTB ratio
changes the guaranteed
amount, which makes
more/fewer districts eligible
for GTB aid and changes
the amount of GTB aid
received by eligible districts.

e t

|
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School District
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Guaranteed
Tax Base
(GTB) Aid

A district's revenue-generating capacity is measured as a ratio of the district’s
property wealth (taxable value) to its local funding needs and costs (sometimes
ANB, but in our district general fund formula, the GTB area).

LEGISLATIVE

m SERVICES
DIVISION

T )

LEGISLATIVE
FISCAL DIVISION



GTB provides support for low tax value and/or high student areas. When
combined with the school funding formula, this promotes base level
equal opportunities for students across Montana.

For example: for FY 2025, Ennis K-12 and Superior K-12 school districts have relatively
comparable enrollment (ANB), and Superior K-12 receives GTB aid while Ennis K-12 does not:

School District Taxable GTB BASE Levy | Mill Value | Number
Value Revenue of Mills
Ennis K-12 444 $329.2M SO $1,301,205 $329,236 3.95

Superior K-12 341 S6.6M $823,775 $236,148 $6,638 35.57
This is due to the difference in tax bases for the districts.

G u a ra n teed The number of mills it would take to raise $1.0 million for those two districts WITHOUT GTB
are calculated below:

School District Taxable GTB Levy Mill Value | Number
Tax Base ~ [=wster e (o g, e SO

(GTB) Aid Ennis K-12 444 $329.2M S0 $1,000,000 $329,236 3.04

Superior K-12 341 $6.6M SO $1,000,000 $6,638  150.65

It would take Superior K-12 150.65 mills to collect $1.0 million in FY 2025, while Ennis K-12
would need only 3.04 mills to do the same. GTB aid helps equalizes the tax burden for
education between different areas.
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Funding
Sources
for K-12

Education:

Federal




K-12 Revenue; \

13% of K-12 revenue came from the federal government in FY 2024
(excluding federal COVID funds*)

*These numbers do not include federal COVID relief ESSER funds, since they were a one-time source of funding for the state and school districts

= Impact Aid Funding - 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

= School Food Funding - federal funding for school lunches from the U.S. Department of
Agriculture (USDA); totaled $55 million in FY 2024

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

= Title | Funding - federal funding for schools with high percentages of low-income students;
totaled $87 million in FY 2024
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K-12 Revenue: State §

41% of K-12 revenue came from state sources in FY 2024 (excluding federal COVID funds)

State General Fund
3rd and Final Source of State
School Funding (ultimate backfill)
(update: HB 587; 2023 - no longer
receives revenue from the 95 mills)

chool Equalization an
Property Tax
Reduction Account (SEPTR)

2nd Source of State
School Funding (new: HB 587; 2023)

Receives revenue through a
variety of taxes, with individual
income tax being the largest
source

Receives revenue from the 95 mills
(the 95 mills do not support the full amount of K-12
funding)

Guarantee Account
1st Source of State
School Funding (unchanged)

Beginning in FY 2026, 55% of any increase in the revenue
from the 95 mills over the prior year’s revenue will be
used to increase various equalization mechanisms
within the school funding formula and lower property
taxes

Receives earnings off the Common
School Permanent Trust and
revenue generated on the state
common school trust lands

HB 2 General Fund Appropriation
~$450M in FY24
(School funding is appropriated
from the general fund in HB 2 as
always, but will require less
general fund due to the
movement of the 95 mills to
SEPTR)

Statutory Appropriation
~$64M in FY24

HB 2 State Special Revenue Appropriation
~$430M in FY24

> See the Guarantee
Account Brochure for
more information

State sources of school funding total approximately $1.0 billion for FY 2024 and

include:
$880 million for BASE Aid > In addition to county retirement GTB support, the state also
$12 million for state transportation reimbursements contributes approximately $50 million annually from the state
$12 million for major maintenance aid general fund directly to the teachers retirement system (TRS) and
public employees retirement system (PERS)

$15 million for debt service assistance
e’LEGlSli;TWE
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https://archive.legmt.gov/content/Publications/fiscal/2025-Biennium/Special-Topics/Guarantee-Fund-2024.pdf
https://archive.legmt.gov/content/Publications/fiscal/2025-Biennium/Special-Topics/Guarantee-Fund-2024.pdf

Fy 2024 Guarantee Account Collections
£ Millions

$45.338 @
Leases, Bonuses & Timber Sales
Grazing - $15.233
Apgricultural — 517 665
Ol & Gas Leases — 50508
il & Gas Bonuses — 51.531
Timber Sales — §5.140

The
Guarantee

$38.42 ()
Mineral lties & Right-of-W
0il Royalties = $15 452
Coal Royalties — $18.927
Gas Royalties — $1.254
Other Royalties — 5831
Right-of- Way — $1.448

Account Mo 1
| Jmmm“; | Common Schools Permanent Trust
\ \ 7
. . 1.954 School Technology Ti Fi
This state special revenue account 2 . /
receives earnings off the Common g 1 oo el i
School Permanent Trust and [ $0.440 Shod Tem invesiments
revenue generated on the state J
common school trust lands. When ot 531-?.?3 ®)
: : : Interest and Income -
more revenue is available in the Avaiiable for Distribution L
guarantee account, less revenue D e
from the other two sources is less adinis¥aton costs i runsiers) Key
required, and vice versa. The 95% ] Gommon Schoo
guarantee account receives ssa672 | terest & Income
i illi Common Schools
approximately $50 million each P fimon Se
year, but the amount can vary. e Revenue
$64.463 State Accounts
| $0.601- Comman School Land Bank Guarantee Account . o

Source: Guarantee Account Brochure
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https://archive.legmt.gov/content/Publications/fiscal/2025-Biennium/Special-Topics/Guarantee-Fund-2024.pdf

The SEPTR

Account

HB 587, 2023
Session

A

T ) |
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This NEW state special revenue account (HB 587, 2023 session) receives

revenue from the 95 mill statewide school equalization property tax levy.
The SEPTR account will bring in approximately $510 million each year of
the 2027 biennium.

All revenue generated by the state-wide 95-mill levy is returned to
school districts per law.

The 95-mill revenue Fiscal 2025
: : State Federal
IS approprlated to General Special Special Propri-
schoolsin HB 2 Fund Revenue Revenue etary Other Total
(the main state
funding bill):
OFFICE OF SUPERINTENDENT OF PUBLIC INSTRUCTION (35010)
2. Distribution to Public Schools (09)
0 750,000 155,735 391 0 0 156,485 391

494 822 497 0 0 0 030,351,497
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New SEPTR Account
(School Equalization and

statewide equalization levies, with
55% of increased revenue over
prior year triggering a reduction in
local property taxes through
equalization mechanisms

means that the remaining increase can be

2nd Source of State School Funding; used to fund annual increases in the

any remaining state obligation existing K-12 formula. This maintains a o ‘
comes from the balance between property tax and other l
general fund

taxes in the state general fund (largely
This portion of the law is already in income) in funding K-12. V/\
effect (as of July 1, 2023) :
The SEPTR account also helps maintain a balance between /] /N
Historically, during Montana budget shortfalls K-12 costs l

state and local funding for K-12.
have shifted onto local taxpayers.
If there is a reduction in revenue (not just mills)
When K-12 leans harder on local property taxes, the more brought in by the 95 mills from the prior year, o
o
e @

the Legislature’s constitutional duty to “distribute [K-12 BASE GTB and are
funding] in an equitable manner” can be questioned. “dialed down" by the full amount of the decrease,
shifting costs back onto local taxpayers

8@ a5
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This portion of the law is effective
beginning in FY 2025 (“hard coded” increase)
and FY 2026 (“dialing” mechanism)

Property Tax Reduction) [ Each equalization mechanism is “dialed up” until the
' il ratio of state to local revenue reaches approximately
Receives revenue from the 95 mill E 70:30 (debt service 20:80) then the revenue increase

from the 95 mills flows to next mechanism

—» 55% of AEES — mﬁ |
Utilizing a portion of the 95 mill increase

Increase
countywide
school

to lower
county
property taxes

Increase state
major
maintenance
aid
to lower school
district
property taxes

Increase

to lower school
district
property taxes
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How the SEPTR
“dial"” affects
funding for FY
2025

*FY 2025 is estimated
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FY 2025*

Retire Fund

m BASE General Fund & Retirement
Levies

B State General Fund (primarily
income tax)

m State Levy (95 mills)

Guarantee Account

As the 95 mills bring in more revenuh
the SEPTR “dial” calculation (based on
that increase in the 95 mills) bumps

$33M of the offset state general fund
contribution for FY 2025
and then
55% of the offset state general fund
contribution from FY 2026 onward

overflows from the district general
fund into the county retirement fund,
ensuring that a portion of increases in

revenue from the 95 mills go toward
reducing local property taxes
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The State

G e n e ra I The state general fund receives revenue through a variety of taxes,
with individual income tax being the largest source. (Approximately
Fu nd $500 million for FY 2025)
Fiscal 2025
State Federal
The state genera| General Special Special Propri-
. Fund Revenue Revenue etary Other Total
, fund revenue is
Following the guarantee appropriated to
account and the SEPTR account’ SChOOlS.in HB 2 OFFICE OF SUPERINTENDENT OF PUBLIC INSTRUCTION (35010)
the State general fu nd IS the (the Mmain state 2. Distribution to Public Schools (09)
third and final source to meet funding bill): 0 Ts0on 15573530 0 0 1s6dss 3l
the state’s obligation of school
funding distributed to local s f' 2 o

school districts (and counties
through county retirement
GTB).
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K-12 Revenue;

42% of K-12 revenue came from local sources in FY 2024
(excluding federal COVID funds)

= County and local school district property tax levies - including required levies, voted
mills, and permissive (non-voted) levies by the school districts. All county taxpayers also
support countywide school retirement costs and certain transportation costs through
permissive countywide levies; totaled $682 million in FY 2024

= Local non-levy revenue (NLR) - NLR includes certain natural resource revenues and tuition
payments; totaled $31 million in FY 2024

= Fund balance reappropriated - the difference between the end-of-year fund balance and
the amount reserved for operations. It must be used to fund the next year’s budget. The
maximum amount of fund balance that may be reappropriated to the general fund budget is
limited to 15.0% of the ensuing year’s maximum general fund budget; totaled $291 million in
FY 2024
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General
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The Funding Formula Tota WA

Statewide Total Budget ADOPTED
The Office of Public Instruction distributes state District General Fund Hsa > I
and federal funding to school districts over the Total BASE Budget $1,083.1 M oweause Lowszaaw | [21rBASENCE
course of the year, using the school funding About 80% of Max Budget | SO /
formula (for the district general fund). SASE S
Montana has about 400 school districts serving ST
roughly 150,000 students. In school funding, we | i
use an enrollment metric called Average Number (4)  perana(ioo%) S pecial Educaton
Belonging (ANB) when to talk about a district's SRR i Alowable Cost

Reappropriated

enrollment.
BASE Non-Levy $11.0 M @

There are 2 parts to the school funding

formula:
Direct State Aid =

Basic Entitlements (1 Se3s M Drect oAl | — | o7 aNs
We have a formula to establish a district's general ) () Eniements
. . Basic Entitlements (80%)
fund budget limits (left) and a formula for how a -
1 1t 1 1 $57.8 M ecial Education

district’'s adopted budget is funded (right). special Eaucation (140%) @ STva Eprate rrrprrET=— SR

I o Payment 100%
> Seethe to look Five Stat:-tlgsﬁrfdh;d (100%) o Five Statz-sFE:Ed"::rd{10m-':i.} = o Components 100%

o State Funded

at these district general fund charts by school district.

SERVICES
\_DIVISION

FISCAL DIVISIO|

"LEGIS]i:TWE



https://app.powerbigov.us/view?r=eyJrIjoiNWQ1MGZmYjAtOGYwNC00YWUwLTlmNmItNGM3MTMzM2UzM2Y1IiwidCI6IjVmYzM1Mjk4LTQyMTEtNDA1NC04Njc4LWIzMjgxYzM5NzI2NyJ9

FY 2025
Statewide Total
District General Fund

Total MAX
Budget
$1,348.7 M

Per ANB Entitlement- Average Number Eelonging
- A per-ANB dollar amount driven by the greater of

Total BASE Budget $1,083.1 M the prior year's enroliment or a 3-year average. U

About 80% of Max Budget
@ Basic Entitlement - A set amount per district based

BASE

o
F-9

Per ANB (80%)

:) Per ANB (100%)

51,1985 M

$958.8 M

e
w )

Basic Entitlements (80%)

$57.8M s

Special Education (140%)

566.5 M

(2
$66.5M A

Five State-Funded (100%)

Basic Entitlements (100%)

Special Education
{175% - 200%)

Five State-Funded (100%)

on whether it is an elementary school district,
middle school district, or high school district.
Districts with higher enrollment are eligible for
additional basic entitlement “increments.”

Special Education Payment - an amount per ANB
regardless of the count of special education
students. Portions of the special education
appropriation go to cooperatives and to
reimbursements for high-cost students.

Five State-Funded Components

1. Quality Educator Payment - A per-FTE
payment for teachers and other licensed
professionals

2. At Risk Payment - A payment to schools o
address at-risk students; or students who are
affected by an environment that negatively impacts
performance and threatens the likelihood of
promotion or graduation

3. Indian Education For All Payment - A per-ANB
payment to fund the state's constitutional
commitment to the preservation of American Indian
cultural integrity

4. American Indian Achievement Gap Payment
- A per-American Indian student payment for the
purpose of closing the performance gap that exists
between American Indian students and non-Indian
students

5. Data for Achievement - A per-ANB payment
used by school districts to pay for costs associated
with student data systems




About 96% of Max Budget

ADOPTED

Over-BASE Levy $208.3 M

Mon-Levy Over-BASE $4.6 M

Tuition 1.7 M

$5.1 M Fund Balance

Reappropriated

BASE Non-Levy $11.0 M @

| Over-BASE Area

GTB Area =
35.3% of Basic

& Per ANB
Entittements

plus 40% of
Special Education

Allowable Costs

$535.7 M Direct State Aid

()

%41_3 M Special Education

566.5 M Five State-Funded

Direct State Aid =
44 7% of Basic
and Per ANB
Entittements

Special Education
Payment 100%

Components 100%
State Funded

Any Over-BASE area of a district's adopted budget is
funded by available non-levy revenues, tuition
payments, and/or an Over-BASE levy approved by
voters.

@ * BASE Property Taxes - Local property tax
revenues

@ + GTB - Guaranteed Tax Base Aid - A state
subsidy for mill levies used to egualize
property wealth across the state. GTB aid
provides a subsidy per mill to eligible districts

@ » Fund Balance Re-appropriated - Any
excess district general fund from the
previous year

The GTE Area is funded by:

@ + BASE MNon-levy Revenue - ltems such as
interest earnings, facility rental income,
summer school, oil and gas revenues, coal
gross proceeds

@ Direct State Aid - received by every district and is
equal to 44.7 percent of the district's Per-ANB and
Basic entitlements

@ Special Education Payment - Formula funds provided
to local school districts in the form of block grants

@ Five State-Funded Components - 100% funded by
the state

Other State Funding

The legislature is also responsible for setting
rates for state participation in teacher’s
retirement, transportation, and debt service.
Formulas for those payments can be found in Title
20, Chapter 9 of the Montana Code Annotated.

Impacts to Local Districts

The legislature's role is to assure adequate
funding for a quality school system. If the
legislature needs to adjust the formula, there
could be local tax consequences. The main source
of local contribution is property taxes.

Formula for how a district’s
adopted budget is funded:

The state levy (95 mills) partially
funds the state components (the five
fully state funded components,
special education, direct state aid,
and ), but
cannot support the entire amount of
K-12 funding from the state. The
remainder of state funding comes
from the state general fund (primarily
made up of income tax).

Adopted general fund budgets are
also often supported by local
property taxes in both the BASE
(required levies) and over-BASE (voted
levies).
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School District Budgeted Funds

in relative proportion to budget size for FY 2025

All of these funds receive both property tax revenue and revenue from other sources. The property tax levies for the funds are set in different ways-
some are required levies, some are permissive levies (non-voted), and some are voted levies.

_ Adult Education Fund (permissive levy)
Retirement Fund (required levy) used for general and vocational education and for
For employer (district) contributions to the individuals 16 years of age or older who are not regularly

teacher retirement system (TRS) and the public enrolled students; can be used to supplement advanced
opportunity aid; funded through district levy

employee retirement system (PERS)*, based on
statutorily established rates; retirement benefits are
Technology Fund (voted levy)
used for the purchase, rental, repair and maintenance

paid by TRS and PERS, not districts; also for FICA and
of technology equipment, and associated technical

unemployment insurance; funded through
countywide levy with state RET GTB support

training for school district personnel; funded through
district levy and state tech payment

School District General Fund
(required levy for the BASE budget,

Building Reserve Fund voted levy for the over-BASE portion)
(blend of permissive & voted levies)
used for school major maintenance projects and
safety improvements; funded with transfers,
district levies and State Major Maintenance
Aid (GTB-like)

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; funded with district
levies and state aid, including BASE GTB aid

Tuition Fund (permissive levy)
used to pay tuition for a student who attends
school outside the student's district of
residence and for certain special education
costs; funded through district levy

(voted levy) Flexibility Fund (permissive levy)

used for technology, facility expansion, student
assessment and evaluation, curriculum development,
and certain other types of expenditures; funded
through transfers, grants, and a limited district
levy to supplement transformational learning aid

Transportation Fund (permissive levy) .. .
used for to-and-from school transportation costs including buses, Bus DepreC|at|°n Fund (permissive levy)
fuel, and drivers (not for extracurricular activities or field trips); funded used to accumulate funds for bus replacement and
with countywide and district levies and state reimbursement additional school buses; funded through district levy
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Countywide & School District Budgeted Funds

Purpose/Use

General operating costs, largely personnel

ez (o General operating costs, largely personnel
. Costs of school district (employer) contributions to
Retirement TRS and PERS

Finance building projects and maintenance; safety
and security enhancements

Debt Service To repay prlnapal, interest, and fees on
construction bonds

Costs of providing transportation (to/from school
only)

Transportation

Bus
Depreciation
Reserve

Raise funds to replace buses over time

The flexibility fund has broad uses, but the only
property tax levy is for a match of
Transformational Learning Grants

Flexibility

Finance costs of resident students attending out-
of-district; pay for certain in-district student IEP
costs

Tuition

Technology
Acquisition and
Depreciation
Fund

To acquire technology, including network access,
cloud computing, and training

Provide instruction to 16+ year olds who are not
enrolled/receiving ANB

Limited match for state Advanced Opportunity
Grants

Adult Education

District levy
Numerous state (including GTB)

District levy

State RET GTB
County levy

District levy
State Major Maintenance Aid (GTB-
like)

State debt service assistance (GTB-
like)
District levy

State on-schedule reimbursement
County on-schedule
reimbursement

District over-schedule levy

District levy

District levy

District levy

State technology payment ($1
million statewide)

District levy

Fees

District levy

e O O €ase d pe e O
o : e dle prope d Pd

most funds allow use of NLR Levy Authority

Statutory requirement

Voters (aka a voted levy)

Statutory requirement

Voters

Trustees (aka a permissive or
non-voted levy) - for Major
Maintenance Aid)

Voters (requires
supermajority based on
turnout)

Trustees

Trustees

Trustees

Trustees

Voters

Trustees

Cap/Duration if voted

Amount required to meet BASE minus state funding and NLR

Allowable over-BASE area (formula; generally MAX budget)

Estimated costs of employer contributions

Cost of projects; no longer than 20 years
For Major Maintenance Aid, formulaic cap; no more than 10 mills

The amount of bond is limited based on district taxable value;
bonds may be issued for up to 30 years

Costs of providing transportation not covered by state and county
on-schedule reimbursements

20% of bus cost per year, not to exceed 150% of cost
Up to 100% match of Transformational Learning Grant (4-year

grant)

Estimated costs of tuition

Costs of providing special education under a student's IEP not
covered by other state and federal funding

Costs of technology and varies if levy approved prior to July 1,
2013

Levies approved after July 1, 2013, have 10-year limit

Costs of adult education program

Up to 25% of Advanced Opportunity Grant

MCA

20-9-141

20-9-353

20-9-501

20-9-502

20-9-406
20-9-428
20-9-438

20-10-101
20-10-143
20-10-144

20-10-147

20-7-1602

20-5-323

20-5-324

20-9-533

20-7-705

20-7-1506



https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0010/section_0410/0200-0090-0010-0410.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0030/section_0530/0200-0090-0030-0530.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0050/section_0010/0200-0090-0050-0010.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0050/section_0020/0200-0090-0050-0020.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0060/0200-0090-0040-0060.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0280/0200-0090-0040-0280.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0040/section_0280/0200-0090-0040-0280.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0100/part_0010/section_0010/0200-0100-0010-0010.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0100/part_0010/section_0430/0200-0100-0010-0430.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0100/part_0010/section_0440/0200-0100-0010-0440.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0100/part_0010/section_0470/0200-0100-0010-0470.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0070/part_0160/section_0020/0200-0070-0160-0020.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0050/part_0030/section_0230/0200-0050-0030-0230.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0050/part_0030/section_0240/0200-0050-0030-0240.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0050/section_0330/0200-0090-0050-0330.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0070/part_0070/section_0050/0200-0070-0070-0050.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0070/part_0150/section_0060/0200-0070-0150-0060.html
https://leg.mt.gov/bills/mca/title_0200/chapter_0090/part_0010/section_0160/0200-0090-0010-0160.html
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Local Property Tax Levies:

Countywide School Mills

County-wide School Mills by Levy District - FY 2019 All County taxpayers Support

TR s o e 0 S county-wide school
retirement costs and a
portion of transportation
costs through county-wide
school levies
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County-Wide
School Mills
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I 601 - 769 *Note that the white portions of the maps are non-taxable lands
such as federal forests, state trust lands, and tribal reservations

Sources of variation:
Taxable value per student
Non-levy revenue

Cost to provide services
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https://mtrevenue.gov/publications/biennial-reports/

Sources of Variation

Taxable Value per Student

Gallatin County Madison County
41.45 countywide school mills  9.25 countywide school mills

e Taxable value = $361.6 e Taxable value = $147.0
million million
« Total ANB = 14,420 e Total ANB = 925

Gallatin County has $25,073 Madison County has $158,875
in taxable value per ANB in taxable value per ANB
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Sources of Variation

Non-levy Revenue

McCone County
43.43 countywide school mills

« Countywide school prop. tax =
$335,782

« Taxable value = $7.7 million
« Non-levy revenue (NLR) = $3,414
 Total ANB =243

Richland County
0 countywide school mills

« Countywide school prop. tax = $56.7
million
« Taxable value = $56.7 million

« Non-levy revenue (NLR) = $2.4
million

 Total ANB = 2,002

McCone County has $1,382 in county-
wide property tax per ANB and $14 in
county-wide NLR per ANB

Richland County has $0 in county-
wide property tax per ANB and $1,180
iIn county-wide NLR per ANB
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Sources of Variation

Cost to Provide Services

Garfield County Yellowstone County
76.88 countywide school mills  42.94 countywide school mills

e Collects $1,523/ANB e Collects $928/ANB
e Dollars to schools = $269,528 e Dollars to schools =
« Total ANB = 177 $22.7 million

« Total ANB = 24,412




Local Property Tax Levies:

. . Mills levied for schools include
School Districts the state levy, countywide
school mill levies, required
school district mill levies,
voted school mill levies, and
permissive (non-voted) school
mill levies.

_ Combined Elementary & High School Mills by Levy District - FY 2019

r
|

e

School District Mills
0.0

> Most school district mills
are levied for the school
district general fund, but
each district also has funds
for specific purposes

B o1-500
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B 001 - 860.0 *Note that the white portions of the maps are non-taxable lands Local decisions

CES o, A

such as federal forests, state trust lands, and tribal reservations e ATIVE
]liBION FisCA BhSIO



https://mtrevenue.gov/publications/biennial-reports/

Sources of Variation

Local Decisions

East Helena K-12 District (Lewis & Clancy Elem. & Jefferson HS
Clark) (Jefferson)
375.60 local school district mills  172.71 local school district mills

* Collects $4,663/ANB * Collects $1,943/ANB
« Taxable value = $15.8 million « Taxable value = $7.1 million
 Total ANB = 1,269  Total ANB = 628
e Debt service mills = 185.60 * Debt service mills =0
« Voted mills « Voted mills
« $2,304/ANB « $0/ANB




School Funding Resources:

https.//www.legmt.gov/Ifd/publications/
school fundlng Ilbrarv/

T Mt Property Tax
EF S e Resources:

https.//www.legmt.gov/Ifd/publications/
property-tax-library/

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
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