
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATIVE - REGULAR SESSION 

SELECT COMMITTEE ON EDUCATION FUNDING 

Call to Order: By Chairman Peck, on January 12, 1989, at 2:30 
p.m. 

ROLL CALL 

Members Present: All members were present. 

Members Excused: None 

Members Absent: None 

Staff Present: Andrea Merrill, David Cogley, Madalyn Quinlan, 
Jeanne Flynn 

Announcements/Discussion: Rep. Peck asked the Senate if they 
were interested in a joint Education Select Committee. The 
Senate has indicated that they do not wish to do that. The 
Senate is limited to only 50 members, to create committees 
such an assignment would be beyond membership ability. 

There was discussion with the Speaker, John Vincent, and 
Chairman Schye of the House Education Committee as to how 
this committee will operate. All of the foundation program 
bills could be referred to this committee. Once this 
committee arrives at a bill or a number of bills that could 
address the problem the bills then go to the regular House 
Education Committee with recommendations. 

The Select Committee may not meet every Tuesday and Thursday 
but it is still undecided. Basically, meetings will be on 
the call of the Chair. 

Pros and Cons of Proceeding with Legislation Prior to Supreme 
Court Decision on Public School Funding. 
Nancy Keenan, State Superintendent of Public Instruction stated 

that on January 10, she filed a statement of her position 
with the Supreme Court as she will be one of the parties 
appealing the Loble decision. She believes there is a 
serious problem of inequity in the present Montana system of 
funding in public schools. (See Exhibit 1) 

Governor Stephens said he was informed of this meeting by 
Chairman Peck, and Vice Chairman Eudaily and at that time 
they extended an invitation to attend this meeting. He 
wants to lend credence to the importance of the work that 
the Select Committee has before them. Every legislator will 
agree that the proper funding of education is the essential 
issue of this session. It will consume a lot of energy, 
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time, and a good portion of the state budget as it always 
does, so it is indeed a top priority. The Governor's Office 
will extend every cooperation in the deliberation of a very 
difficult assignment. 

Beda Lovitt, attorney, Office of Public Instruction, said that 
she had not prepared any type of response to the technical 
aspects of the question as discussed with the Chairman 
previously. She reiterated what Miss Keenan had said about 
a statement filed with the Supreme Court. 

Rep. Peck asked Beda Lovitt if she could give a professional 
guess as to when a response might come from the Supreme 
Court, based on the fact that the oral arguments will be 
January 13. Beda Lovitt stated that she didn't think there 
is a professional guess on the timing of Supreme Court's 
decision. In watching the Court, she would imagine that if 
the Court decided to expedite the procedural steps that they 
must go through in preparing a decision, one might be 
available in 60 or 90 days at the very earliest. The Court 
does control that, so it could be earlier. 

Ms. Keenan said her office would cooperate in every effort they 
can to solve the problem since it is a major issue facing 
Montana. She thinks that parties can get together and get 
the issue solved this legislative session. 

Robert Anderson, Montana School Board Association stated that his 
association has not been involved with the lawsuits at this 
point because they have a by-law that says that when they 
have member districts on both sides of a matter of 
litigation, they cannot be involved. Common sense dictates 
to us that we be prepared to move forward once the Supreme 
Court has made some kind of decision. Also many parties 
have been covering the ins-and-outs of a new foundation 
program and are really prepared to do that. The educational 
community is very more together on those issues than we've 
never been. 

Rep. Kadas wanted to know what his exact response was to Rep. 
Peck's question about whether the committee should endeavor 
to find a solution prior to a Supreme Court decision. Mr. 
Anderson said he would be prepared to offer some kind of a 
solution once that decision is rendered. 

Rep. Kadas asked whether he believed that the Legislature ought 
to wait until the Supreme Court actually makes a decision 
before a final solution is found. Mr. Anderson said that 
the problem is that the elementary and secondary schools 
can't wait for a decision two or three years from now so the 
legislature should prepare to act as quickly as possible as 
they find out what the Supreme Court will do. 

Rep. Peck said he was looking for a more legal presentation as to 
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the pros and cons of the committee going ahead prior to the 
Supreme Court decision. 

Mr. Anderson said he thought the legislature has authority to go 
ahead regardless of what the Supreme Court says. The 
Supreme Court decision may modify the District Court 
decision or what the legislature does, but there is nothing 
that legally that prohibits the legislature from acting. 

Chip Erdmann, Local Control Coalition stated that his group's 
involvement in the funding solution is to make sure that 
Whatever funding solution is arrived at does not 
disproportionally impact small districts. He thinks it is 
only prudent that the legislature go ahead and devise a 
solution. In response to Representative Kadas' specific 
question, no one can predict when the Supreme is going to 
act. 

Rep. Peck asked whether action would stop at the Supreme Court 
level if the legislature decides a school funding plan that 
is agreed to by all parties. Mr. Erdmann said if both 
parties petition the court to dismiss the action, the 
Supreme Court might dismiss it. 

Rep. Peck asked whether the District Court decision would then 
stand as an effective law of the State of Montana. Mr. 
Erdmann said it would for the system that was in effect at 
that time. The question would remain that a new system could 
be tested if there was some uncertainty or unhappiness about 
that. 

Rep. Peck asked if the fact that the District Court held that 
education is a fundamental right would have great 
importance on the obligations of the State of Montana. Mr. 
Erdmann said obviously it does. Education is not a 
fundamental right under the Federal Constitution, but it may 
be under the Montana Constitution. 

Rep. Eudaily asked if it would be very likely that the plaintiff 
schools, if the legislature goes ahead and presents a new 
program, would be willing to drop the lawsuit without first 
seeing how a new plan is going to work out. Mr. Erdmann 
said anything he would say in that area would be pure 
speculation. The court gave the legislature time to respond 
and the parties agreed to postpone the commencement of the 
trial in the hopes that something could be put together on 
the legislative basis last session, and that didn't happen. 

Greg Petesch stated that the biggest reason for the legislature 
acting at this time would be that the legislature would be 
fulfilling its policymaking function and properly 
maintaining the separation of powers of the branches of 
government. The possibility of not acting would allow the 
judiciary to become the policymaking branch. Judge Loble 
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retained jurisdiction of the decision. 

Rep. Harrington asked what would happen if the legislature did 
act and it did not comply with the ruling. 

Mr. Petesch said that is a possibility, depending on the 
magnitude of the changes the legislature makes. The new 
funding mechanism could be relitigated. 

Rep. Kadas asked what the Court's position is after the Committee 
has enacted a new program. Judge Loble maintained 
jurisdiction. If the Supreme Court turned it back to Loble 
and Loble felt that the legislative resolution was not 
satisfactory, could he force the legislature into a special 
session or some other action, or even provide a decision 
himself at that time. Mr. Petesch said the normal procedure 
when a case is appealed from a District Court, is that Court 
loses jurisdiction. The Supreme Court, by making an 
ultimate ruling on this plan, could remand the case back to 
Judge Loble. If the case were remanded to Judge Loble for 
continuing jurisdiction, he would have to have some 
evidential hearings regarding a new plan that he would put 
into place to determine if it met the mandates of the 
Supreme Court decision? 

Rep. Glaser stated that Judge Loble said that he would retain 
jurisdiction over the solution. If the Supreme Court agreed 
with the Loble decision, would he still have jurisdiction 
over the solution, and if he did then couldn't he then 
analyze and either approve or disapprove our solution? Mr. 
Petesch said that is a possibility. Judge Loble's retention 
of jurisdiction is somewhat unusual in that it had an 
October 1, 1989 date in it. There is no basis for that date 
anywhere in law accept that is a general effective date of 
legislation, unless the legislation provides otherwise. So 
if you put a funding system in place, if the Supreme Court 
remands the solution to him under that retention 
jurisdiction, his jurisdiction expires under his own order 
on October 1. 

Rick Bartos, attorney, Governor's Office said judicial 
intervention in school funding cases is not new in the 
United States. In his opinion, it should not prevent the 
Legislature from moving forward, regardless of what the 
judiciary is doing in terms of reviewing the legal issues 
and legal concepts involved. The District Court has found 
education in Montana to be a fundamental right. With that, 
we apply a strict scrutiny analysis, which is a heightened 
analysis under Constitutional Law. 

Rep. Peck stated that in your research in this lawsuit, Mr. 
Bartos, have you examined many other states and what is the 
history generally speaking in those other states? Do they 
satisfy the Court on their initial attempt or is it an 
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ongoing thing? Mr. Bartos said the first attempt by the 
legislature generally does not satisfy the Court. It 
offends a particular party or it may offend a party who was 
not an original party in the lawsuit. Once you have 
judicial intervention in school funding cases, you begin a 
long history of judicial intervention. 

Alan Nicholson, Chairman, Board of Public Education said the 
legislature should proceed. One reason would be that it is 
the right thing to do, we have had time enough to reflect on 
this issue and to realize that it probably inappropriate for 
students to be going to school in districts with such 
disproportionate abilities to raise money to provide 
education. This solution can't go forward without some tax 
reform. ' 

Pat Melby, lobbyist for the plaintiff school districts said that 
he feels feel quite strongly that the legislature should go 
ahead with seeking a new funding system regardless of the 
existence of litigation, not whether or not there will be a 
decision or what that decision. The present system has 
serious flaws. 

Rep. Kadas asked whether the plaintiff schools are willing to 
work for a settlement of the suit prior to an actual 
decision by the Court. 

Mr. Melby said that whatever this legislature does, it cannot 
solve all equalization problems. It would be impossible and 
improper to say if they could arrive at an equalization 
system for all components of education. I don't think we can 
agree to a settlement of the entire law suit based on what 
the legislature does. We can go to Judge Loble and say that 
we feel that this meets the requirements of our state 
Constitution. 

Jim Goetz, attorney for the plaintiff school districts said if 
the legislature came up with a solution, the plaintiff 
districts might drop the lawsuit. He has never been in a 
lawsuit where there wasn't room for settlement. If the 
legislature could come up with an adequate solution, I think 
that if it were satisfactory to the plaintiff districts, 
that would resolve the question. If the legislature will 
resolve the question before the Supreme Court acts, then the 
plaintiff districts would be very cooperative in trying to 
settle. We are talking here about the main problem which 
is equalization of the general fund. The Judge agreed 
virtually with all of the positions raised by the 
plaintiff's, but these positions in his view were positions 
that are consistent with the public interest in the State of 
Montana. For example, the District Judge did not dictate a 
specific remedy to the problem, but said it's up to the 
legislature to work out the specific solution. He was 
deferential to the legislative branch and properly so; this 
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is the body that has the capabilities to implement this 
specific remedy. You should welcome that kind of lee way 
because it gives you room to work and implement the various 
complex policy factors. 

Rep. Kadas said that we are in the process of adopting our 
transmittal deadlines, such as a revenue transmittal 
deadline and an appropriations transmittal deadline. It is 
very unlikely that the Court would have a solution by mid
March. The Court won't have its decision until Mayor June, 
long after we have gone home. In that case, the question 
Mr. Melby raises in particular is what about transportation, 
what about capital expenditures. If the legislature works 
out a bill that resolves most of the other problems and 
isn't able to resolve those, but agrees to study those, how 
far is that going to go towards meeting the plaintiffs 
requirement for a settlement. 

Mr. Goetz stated that he thinks the plaintiffs are not 
unreasonable, Judge Loble is not unreasonable, nor is the 
Supreme Court unreasonable. If there is meaningful progress 
by this legislature particularly on the general fund 
disequalization problem, and there is meaningful promise 
toward a long run solution, and a realistic promise that the 
others are going to be worked on, he thinks that Judge Loble 
would be receptive to a petition that would extend the 
October 1, 1989 deadline. I think he would be particularly 
receptive if the plaintiffs joined in a motion saying there 
has been an effort to resolve this problem and please give 
us more time to work on the fine points. 

Rep. Grinde asked if he felt that this Committee and the 
legislative branch has their back to the wall? Who is going 
to determine whether we have solved the problem? Mr. Goetz 
said Judge Loble has reserved jurisdiction, so ultimately it 
is a judicial supervision question. 

Rep. Grinde asked if the legislature takes certain steps to solve 
this problem, would the plaintiff be responsive to dropping 
the litigation. If the Committee doesn't go in the 
direction you want us to go, you can keep the litigation 
progressing. Mr. Goetz said he doesn't see at this point 
any percentage in petitioning the Supreme Court to hold off. 

Rep. Eudaily asked if the legislature were able to come up with 
some plan that most of the schools thought was good, but the 
rest didn't, would you penalize the others. 

Mr. Goetz said that the plaintiffs don't have a clear rule for 
that, but just from a strict legal point I view each of the 
plaintiffs as separate entities. If we had even a single 
district that wanted to continue the litigation presumably 
we might, but this is a major lawsuit and very few districts 
could afford to continue the litigation on their own. 
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Rep. Harrington asked how many years has this been building, how 
many legislative sessions. Mr. Goetz stated that some of 
the best evidence we had in the trial were reports of this 
body, documenting the problems of inequities. This problem 
has been with us and with the legislature and recognized by 
the legislature and Superintendent of Public Instruction and 
the Board of Public Education since 1962 and it hasn't been 
resolved and the problem hasn't really changed much either. 

Rep. Gilbert asked if it would be better for us to wait until the 
Supreme Court made its decision to see where we stand? Mr. 
Goetz said that Judge Loble was right in leaving some room 
for the legislature to implement a solution, and if the 
State asks for clarifications, the legislature should have 
that leeway. 

Rep. Peck asked if Mr. Goetz thinks this legislature, perhaps 
this Committee, could ask the Judge for further 
clarification? Mr. Goetz replied no. 

Rep. Glazer asked if Mr. Goetz thought that where we are today is 
because of the legislative indecision. Mr. Goetz Replied, 
yes, the legislature hasn't resolved the problem. 

Rep. Eudaily stated one thing to be decided is whether we are 
talking only about state contributed money or overall 
budgets which include the state contributed money. 

Mr. Goetz stated that we are talking about the whole range. We 
are talking about retirement, the voted levies, and all of 
the factors in the decision of the Court and Judge Loble. 

Terry Minow, Montana Federation of Teachers asked the Committee 
to address the issue of quality of education funding at this 
point. The MFT feels that the current system of education 
funding is unfair. 

John Vincent, Speaker of the House stated that he wants the 
legislature to act on this critical question. He thinks 
that the Committee will be able to do this. As Speaker, he 
is ready to commit further resources to the effort to do 
everything and anything the Committee can to make as much 
progress on this issue as it can. 

Reports on Funding Studies/Proposals 
Rep. Peck asked Rep. Kadas if he had legislation that would 

pursue the solution. 

Rep. Kadas said he has the unproofed draft of the Governor's 
Advisory Council's proposal and the proposal will come in 
two bills, one involving unification of districts and the 
other involving equalization. 
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Rep. Peck said he would like to get bills in front of the Select 
Committee so they can get into the more formal stages of 
activity. 

Andrea Merrill, Legislative Council said that all of the bill 
drafts that she knows of are assigned to Dave Cogley and 
herself. She said that they work on the bills as they come 
in, and are doing what they can with the bills as 
information becomes available. 

Rep. Peck asked Ms. Merrill if she could give any time lines on 
these particular requests. 

Ms. Merrill said it would take about a week to go through the 
bill draft system, because there is editing and proofing. 
As soon as they get the information on the bills the Council 
expedites them. 

Rep. Peck asked Ray Shackleford what the major contents of the 
Governor's proposals are. 

Ray Shackleford said that he wouldn't have any problems providing 
the Committee with that as the proposals are firmed up. 

Rep. Peck said that if the Governor decided to veto a legislative 
solution, it would probably be impossible for the 
legislature to override the veto. 

Speaker Vincent stated that he thinks that is correct. He thinks 
that the committee should assume that this Select Committee, 
the full Education Committee, the House, and the Senate need 
to arrive at a consensus. 

Rep. Eudaily asked if there was a problem with certain bills 
being cited for introduction in the Senate rather than in 
the House. How available are those bills to us on this 
Select Committee to really take any action on if the bills 
are still in the other house, where they might even be 
killed before the Committee gets a chance to work with them? 

Speaker Vincent stated that he doesn't think there is a problem 
in that the Committee does not need possession of an actual 
bill to review it. What is in a bill would not be any 
secret. 

Rep. Eudaily said that if the legislature had one single item, 
such as equalized retirement, and the Senate would take 
action to kill that, could we use any part of that in our 
deliberation? 

Speaker Vincent said that if there were a single bill that did 
the same thing that there would be a problem, but if that 
feature were incorporated in a broad plan, there would not 
be a problem. 
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Ms. Keenan said perhaps I can clarify a few things as to what 
bills are out. There is the Legislative Finance Committee's 
proposal which Senator Regan will carry, which will be 
introduced through the Senate. You have the Governor's 
Advisory Council proposals, that Rep. Kadas is carrying 
You have a separate proposal, which is Senator Nathe's 
proposal, from the Montana school administrators. Rep. 
Glaser is working extensively on legislation. You have many 
options that are offered to you. When she refers to the 
educational community she means the MEA, MFT, the Indian 
Impact Aid Schools, the Board of Public Education, the 
Montana School Boards Association, School Administrators of 
Montana, Local Control Coalition, members of the plaintiff 
districts. Those groups have met and discussed points they 
did agree on and points they did not. You are going to see 
data come out of the Office of Public Instruction that is 
reflective of what is happening in your schools in Montana. 
Enrollment, number of students, what it is costing per child 
in what district, and how it effects you if we raise 
mandatory mills or if we don't raise mandatory mills. 

Rep. Peck asked Mr. Glaser if he could tell the Committee where 
he is in terms of the drafting his proposal. 

Rep. Glaser said that one thing is holding the plan up, and that 
is compiling reliable data in one place that everyone can 
use. 

Ms. Keenan said that is the inconsistency and disparity you are 
seeing in the different proposals. They are using different 
base years. What the Office of Public Instruction proposes 
to offer you is a base year, the most recent data we have, 
which happens to be 1987. 

Wayne Kedish, Legislative Auditors Office said that we have been 
looking at the data base provided by Mr. Shackleford when he 
was with OPI, and we are trying to determine where the 
numbers came from. We have found some inconsistencies for 
several data bases. 

Ms. Keenan said OP! will work with the Legislative Auditor and 
with the budget office to come up with a base year. The 
numbers will come out of my office as agreed. 

Rep. Peck said that is an extremely important point. 

Rep. Eudaily asked if it would be too early to ask you to provide 
the Committee with the points of consensus that you have 
reached so we don't have to go over this same area? Nancy 
Keenan said she would. 

Rep. Kadas said he hopes that all groups involved can sit down 
and find the differences in the data bases, and come to some 
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agreement. He wants everyone to be able to use that same 
base. 

Sandy Whitney, staff, Legislative Fiscal Analysts' Office (LFA) 
said for the past year she has been analyzing data to 
determine what it actually costs to operate public schools 
in Montana. (See Exhibit 2) 

Madalyn Quinlan, LFA said the Finance Committee proposal 
continues to rely on a foundation program and a voted levy, 
but it eliminates the permissive levy. It adds as part of 
the voted levy a power equalized portion. The proposal 
funds the foundation program, and then applies a 125% 
expenditure cap as a way of limiting the disparity that can 
occur between school districts. (See Exhibit 3) 

Rep. Peck asked if that was contained in the draft proposal 
requested by Senator Regan. Madalyn Quinlan said yes in 
terms of the resources that are available from our office, 
we have information on taxable valuations by school 
districts and the mills that are levied by each district for 
various funds. We also have reports on twenty other states 
school funding. 

Eric Feaver, Montana Education Association said he submitted a 
report on school funding and the consensus of how it solved 
the problem. 

Rep. Peck asked Mr. Feaver if they developed independent data in 
his office. Mr. Feaver said we are as current as the Office 
of Public Instruction. 

Bob Richards, Superintendent of Miles City School System, eastern 
Montana School Administrators said the draft proposal would 
include comprehensive insurance within the general fund. It 
would provide a statewide levy to fund 90% of teacher 
retirement costs. In order for that to occur another 
portion of the bill would exclude the requirements from 
Initiative 105 in return for the levy that would be required 
to fund 90% of the retirement fund. It would also allocate 
lottery money which is now used for retirement fund to the 
state equalization fund. Another portion of the bill would 
put a cap of 20% on general fund reserves. The bill would 
provide for 12 foundation payments to be made to the 
receiving counties, with the first payment being 20% of the 
total amount. Tuition payments between the districts would 
be eliminated with the possible exception of tuition 
payments involving special education students. 

Rep. Eudaily asked if he was including insurance in your general 
fund budget and does that include all kinds of insurance 
such as fire and liability? Mr. Richards said yes, it would 
be the current comprehensive insurance fund that we have 
now. 



Future Agendas 

HOUSE SELECT COMMITTEE ON EDUCATION FUNDING 
January 12, 1989 

Page 11 of 11 

Subsequent meetings may be called Tuesdays and Thursdays. 

Rep. Kadas said he thinks it would be helpful to have an overview 
of the various revenue options available. 

ADJOURNMENT 

Adjournment At: 5:20 p.m. 

~~k' Chairman 

RP/jf 

1004.min 
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IN THE SUPREME COURT OF THE STATE OF MJ!\'TANA 
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HELENA ELEMENTARY SCHOOL 
DISTRICT NO. 1 AND HIGH SCHOOL 
DISTRICT NO. 1 OF LENIS & CLARK 
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STATEMENT OF POSITION 
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EA.YS-LODGE POLE ELEMENTARY SCHOOL ) 
DISTRICT NO. 5 a AND HIGH SCHOOL ) 
DISTRICT NO. 50, BLAINE COUNTY: ) 
e t al. ) 

) 

Appellants, Intervenors- ) 
Defendants. ) 

----------------------------------) 
On November 8, 1988, Nancy Keenan was duly elected to th

l
; 

Office of Superintendent of Public Instruction for the State 0_ 

Monta!1a and was installed in that position on January 2, 19891 

replacing former Superintendent of Public Instruction EG 

Argenbright. By virtue of succeeding to that office, Nancl 

Keenan is automatically substituted as 

de:endan t/appellan t in the above-captioned laws ui t. 

25(d) (1) M.R.Civ.P. 

The State of Montana is an additional defendant 

a part·.· 

See RUlli 

separa tely 

represented by able counsel from the Off ice of the !vlontaniJ 

v.!hile Superin tendent Keenan unders tands At torney General. that 

J ... ;:/' 

an this appeal will go forv.srd, with or without her approval, 

while she does not wish to interfere with the due course of thll 

appeal, she does not wan t the Cour t to have the impres s ion tha t 

she supports or otherwise acquiesces in any action by thel 

Appellants which would result in overturning District Judce 

Loble's decision. Because she took office only on January ~,I 
1989, and because the oral argument is scheduled for January 13'1 
1989, she is filing this statement of her position. The exigency 

of the matter does not allow adequate time for the filing of ail 

formal brief and she in no way desires to postpone the Januan' -i 
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13, 1989, hearing date or to otherwise interfere with a speed:; 

judicial resolution of the appeal. 

For-:r.er Superintendent Argenbright actively participated i:: 

the defense of this action in the State District Court anc 

actively participated in and supported the appeal. However, 

Superi:1tendent Keenan's position is directly contrary to tha~ 

taken by former Superin tenden t Argenbr igh t. It is her posi tio:: 

that t:-.ere is a serious problem of inequity extant in the present 

Monta."1a system of fu!:.ding its public schools, that the inequity 

stems 2.argely from tr.e happenstance of whether a child resides i:: 

a sc~ocl district with a high or low tax base, and that these 

ineq~:'ties result in a serious deprivation of equality 0= 

educatio:1al opportunity. Superintendent Keenan feels that it is 

he r res;:on s ib il i ty to work, along wi th the r~on tana Leg isla t ur e, 

to',vard a solution to this long-recognized problem. 

This serious problem has been thoroughly documented in Judge 

Loble's opinion and, as that opinion reflects, the problem has 

been documented and recognized for many years by both the 

executive and legislative branches of Hontana state government, 

incluc.:'r.g several of SUperintendent Keenan's predecessors. See, 

~., School Foundation Cowmittee, ~ Report to the Thirty-Eight~ 

Legislative }I,.ssembly, p. 4 (1962), Plaintiffs' Exhibit 6; 1o10ntana 

Legislative Council, School Foundation Program, p. 8 (1972), 

PIa int':"i is , Exhibit 8; Board of Public Education, Basic Qualit,.

Education, pp. 46, 47 (1975), Plaintiffs' Exhibit 100B; Joint 
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Subcommittee on Educatlon,· Montana School Finance: ~ Question 

Equity, p. 9 (1982), Plaintiffs' Exhibit 101; Report of Dr. 

George Bandy to the Superintendent of Public Instruction (1980)1 

Financing the Public Schools of r1ontana, Plaintiffs' Exhibit 102
rJ 

p. 37; D. Colburg (Superintendent of Public Instruction), Part 1. 

A Study of Basic Educational Program Funding Methodology i4I 
Montana, Section VI, Conclusion No.2, Plaintiffs' Exhibit 8A; 

and statement of former Su~rintendent Ed Argenbright of Januaril 

::e 1::::r:1e:;r:::::icatt c:~:~:c:i:::::S F::d~::tN:~s~O:~ :- 1:::1 
pp. 39-44. ';1 

II 
Superintendent Keenan believes the 1972 Montana 

Constitution, both through the equal protection clause, Art. II,I 
section 4, and through the education article, Art. X, mandates 

the Legislature to guarantee equality of Educational cpportunityl 

and that such mandate has not been met by the Legislative branchl 

in the past. Su~rintendent Keenan's position is that e:lucation 

18 is a fundamental right of the school children of the State ofl 

19 

20 

21 

22 

23 

24 

25 

Montana, and any deprivation of equality of educational 

opportunity must be carefully scrutinized by the Court. Inl 

taking this pOSition, Superintendent Keenan agrees with thea 

PIa in ti f fs , the Indian Impac t 1-.id In tervening Defendan ts, the 

110ntana Board of Public Education, and the Montana Educationi 

As socia tion and di sagrees \vi th the sugges tion to the con trary 

taken by forrr~r Superintendent Argenbright's attorneys at the I 
trial court. 
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Superintendent Keenan is also of the position that t~= 

courts have an appropriate role in the enforcement of tha~ 

constitutional manda teo While the courts have an appropr ia t= 

role in the enforceIT.ent of the general constitutional norms, thE 

question of provision of a specific remedy is best left to t::E 

Legislative branch. In this regard, Superintendent Keena=-_ 

endorses the language of the frruuers of the Montana Constitutio~ 

which appear in the Canmittee Canr..ents accompanying the Majorit::-

Proposal on Article X, section 1, set forth in the Respondents' 

Br i ef a t p. 85: 

The final sentence in Section 1 provides a vital 
mandate to the Legislature for the support of the public 
school system. The committee feels that a strong 
directive is necessary to ensure the support of the 
public elementary and secondary school system. The 
Darticular tvpe of financina svstem is a matter proDerlv 
ie:t to le~atT-. .re determInation, but- the :::unda::".~ntai 
pr:nciples ~Don which such a svstem is based are matters . - --- -- _. - --
of a constitutional nature. The Committee specifies 
three tenets of a school system: (1) that taxation for 
such a system be equitab:!.y apportioned; (2) that the 
schJol funds be distr5J:::luted in an equal manner; and (3) 
that the funds supplied be sufficient to insure full 
funding of the system. 

The first two of these principles follow from the 
meaning "equal erlucational opportunity." Two aspects of 
equal opportunity have been emphasized in the judicial 
decisions: equality of tax burden for the support of 
education and equality of distribution of educational 
funds. A wide variety of particular scrool financing 
plans, from a wholly state-financed program to a plan 
for substantial redistricting, have been suggested to 
meet these criteria. The selection of which plan best 
suits the situation in Montana is a matter for the 
leaislatUre to decid~ The Constitutional lanouaoe 
soiely establIshed norms for the evaluation of¥su~h 
plans. 
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/ pp. (emphasis Committee Comments, 725 • 724 , 

Superintendent Keenan feels that District Judge Loble 

added)1 

prope rl y 

confined his judicial authority to constitutional interpretatio91 

and to a declaration of unconstitutionality of the present syste:::-. 

and properly deferred to the Legislative branch fo=1 

implementation of a remedy, consistent with 

constitutional principles of separation of powers 

traditiona:"1 

of the three 

governmental branches. She specifically endorses the language ofi 

Judge Loble at p. 16 of his Opinion which is as follows: 

Solutions to the problems inherent in Hontana's scmol 
finance system are not simple. However, they can be 
solved. It would be presumptuous of me to order 
specific remedies at this time. Those solutions must 
await careful study by the Legislature with the 
assistance of administrators, state executives, and 
other professionals. 

In conclusion, Superintendent Keenan respectfully request=:: 

that this Court recognize the time constraints that prevent he=1 

from more extensive participa tion in this rna tter before the Court ~I 

and that the Court consider her vie"/s as the chief e::1ucatior: iI 

officer of the State of r·10ntana. She additionally submits thatl 

an expeditious resolution of this appeal will be in the bes t 

interests of the school children of the State of Montana~ 

RE SPECTFULLY SUB\lITTED th is (Q--t:1 day of Jan ua ry, 1989 

. ;1 
II 
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Beda J. Lovitt 
State of Montana 
Office of Public Instruction 
Room 106, State Capitol 
Helena, MT 59620 
(4 a 6 ) 4 4 4 -4 4 0 2 

Attorney for the State Superintendent of Public Instruction 

IN THE SUPREHE COURT OF THE STATE OF M):t.'TANA 
Cause No. 88-381 

******************* 

HELENA ELEMENTARY SCHOOL 
DISTRICT NO. 1 AND HIGH SCHOOL 
DISTRICT NO. 1 OF LE~nS & CLARK 
COUNTY: BILLINGS ELENENI'ARY 
DISTRICT NO. 2 AND HIGH 
SCHOOL DISTRICT NO. 2 OF 
YELLOWSTONE COUNTY; et ale 

Respondent s, PIa in tif fs, 

and 

MOl'-J"TANA EDUCATION ASSOCIATION: 
et ale 

Respondents, Intervenors
Plaintiffs, 

vs. 

THE STATE OF M)NTANA; and 
THE MONTANA BOARD OF PUBLIC 
EDUCATION; and the MONI'ANA 
SUPERINTENDENT OF PUBLIC 
IN STRUCT ION, 

Appellants and Defendants, 

and 

C.J. HOLJE, BERNT WARD and 
ROBERT FREDERICH on behalf of 
the residents and taxpayers of 
Sheridan County, Montana, and 
all 0 thers simila rly si tuat ed, 

Appellants, Intervenors
Defendan ts, 

and 

1 

) 
) 
) 
) 
) 
) 
) 
) 

1ST JtJ"DICIAL 
DISTRI CT COURT 
LEWIS & CLARK COUNTY 
ADV 85-370 

)MOTION FOR LEAVE TO FILE 
) "STATEMENT OF POSITI~F 
) SUPERINTENDENT OF PUBLIC
) INSTRUCTION NANCY KEENAN" 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
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HAYS-LODGE POLE ELEMENTARY SCHOOL ) 
DISTRICT NO. 50 AND HIGH SCHOOL ) 
DISTRICT NO. 50, BLAINE COUNTY; ) 
et ale ) 

) 
Appellants, Intervenors- ) 
Defendants. ) 

----------------------------------) 
COMES NOW Beda J. Lovitt, attorney for Superintendent of 

;:::' j" Public Instruction Nancy Keenan, and moves, pursuant to Rule 2 < 

~l.R.App.P. for leave of the Court to file a Statement of positio~ 

of Superintendent of Public Instruction Nancy Keenan (attached). 

The undersigned counsel has contacted all counsel to the case ancii 

informed them of the filing of such statement. 

The grounds for this motion are as follows: 

1. Superintendent of Public Instruction Nancy Keenan wasJ 

duly elected to the post of Superintendent of Public Instructior

for the State of Nontana by general election on November 8, 1988,1 

and was duly installed in that position on January 2, 1989. 

2. Because the oral argument is scheduled in this matter~ 
for January 13, 1989, she and her counsel do not have adequatel 

time in which to prepare a br ief, nor would such br ief be timel y~ 
in accordance with the Rules of Appellate procedure.1 

Nevertheless, it is important that the Court be aware of her 

posi t ion on this case, since she is chief educa tion of f ic er of l 
23 the State of l..f.ontana, and since her position is direC~y. contrary~:. 

to the position taken by her predecessor and the POSltlon taken l 
24 

25 
by the State of Montana, represented by the Off ice of Attorney ~ 

General, on the present appeal. 

2 



3. The filing of such statement will serve the purpose 0= 
1 

notifying the Court of the position of Superintendent Keenar:, 
2 

without having the effect of interfering with the schedule, 
3 

including oral argument, of the appeal, or with the expeditio1.!s 
4 

5, 
resolution of the appeal, which is of paramount importance. 

6 
For these reasons, it is respectfully requested that t~e 

7 
Court grant leave for the filing of the state of position. . 

RESPECTFULLY SUR'-lITTED this 
8 .~-:::::: 

9 

10 1 Attorney fer P KSENA:'J, 
SUPERIhTENDEN OF PUBLIC n~sTRucrION 

11 

12 

13 1 

11 
14 

II 15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3 
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IN THE SUPREME COURT OF THE STATE OF ['!ONTANA 
Cause No. 88-381 

******************* 

HELENA ELEMENTARY SCHOOL 
DISTRICT NO. 1 AND HIGH SCHOOL 
DISTRICT NO. 1 OF LEWIS & CLARK 
COUNTY; BILLINGS ELE~1ENTARY 
DISTRICT NO. 2 AND HIGH 
SCHOOL DISTRICT NO. 2 OF 
YELLOT:J'STONE COUNTY; e tal. 

Respondents, PIa in tif fs, 

and 

l·10lv"TANA EDUCATION ASSOCIATION; 
et al. 

Respondents, Intervenors
PIa in tiffs, 

vs. 

THE STATE OF MONI'ANA; and 
THE !-IONTANA BOARD OF PUBLIC 

. EDUCATION; and the MJNTANA 
SUPERINTENDENT OF PUBLIC 
IN ST R U CT 10 N , 

~ 

~pellants and Defendants, 

and 

C.J. HOLJE, BERNT WARD and 
ROBERT FREDERICH on behalf of 
the residents and taxpayers of 
Sheridan County, Montana, and 
all others similarly situated, 

Appellants, Intervenors
Defendants, 

and 

HAYS-LODGE POLE ELEMENTARY SCHOOL 
DISTRICT NO. 50 AND HIGH SCHOOL 
DISTRICT NO. 50, BLAINE COUNTY; 
et al. 

J..ppellan t s, Inte rvenors
Defendan ts. 

1 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

1ST JUDICIAL 
DISTRICT COURT ~ 

LE'~'lIS & CL.z\RK COD ~?:1;:~ 
ADV 85-370 i 

ORDER 



1 Upon applica:_:ln of Superintendent of Public Inst:uc:.: 

2 Nancy Keenan, and C:-':)od cause appear ing therefor, 

3 IT IS HEREBY ORDERED that the "Statement of Positio~ 

4 Superintendent of :··..:.blic Instruction Nancy Keenan" be rece:-.. 

5 and filed with th::· Court and tha t the Cle rk is hereby di !"ec:. 

6 to ac compl i sh same 

7 

8 

9 

DATED this day of January, 1989 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

cc: James H. Goet: 
Clay R. Smith 
Rick Bartos 
W. William Le2pnart 
Loren O'Toole 
Donald A. Gar~ity 
Ben Hilley 
Terry G. Spea~' 

Charles E. Erc:ann 
Bruce tv. Moen:. 

2 

JEA?~ A. TURNAGE 
Chief Justice 
~.ontana Supreme Court 
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Beda J. Lovitt 
state of Montana 

I 

i 

I 

Office of Public Instruction 
Room 106, State Capitol 
Helena, MT 59620 
(4 0 6) 44 4 -4 4 02 

Attorney for the State Superintendent of Public Instruction 

IN THE SUPREME COURT OF THE STATE OF MONTANA 
Cause No. 88-381 

******************* 

HELENA ELEHENTARY SCnOOL 
DISTRICT NO. 1 AND HIGH SCHOOL 
DISTRICT NO. 1 OF LEWIS & CLAR~ 
COUNTY; BILLINGS ELE1vlEl\'TARY 
DISTRICT NO. 2 AND HIGH 
SCHOOL DISTRICT NO. 2 OF 
YELLmoJSTONE COUNTY; e tal. 

Respondents, Plaintiffs, 

and 

H)},j'TANA EDUCAT ION ASS OCIAT ION; 
et ale 

Respondents, Intervenors
PIa in t iff s , 

vs. 

THE STATE OF MONI'ANA; and 
THE HONTANA BOARD OF PUBLIC 
EDUCATION; and the 1vONI'ANA 
SUPERINTENDENT OF PUBLIC 
INSTRUcrION, 

Appellants and Defendants, 

and 

C.J. HOLJE, BERNT WARD and 
ROBERT FREDERICH on behalf of 
the residents and taxpayers of 
Sheridan County, Montana, and 
all others similarly situated, 

Appellant s, Inte rvenors
Def endan ts, 

and 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

'>. 
) 

1ST JUDICIAL 
DISTRICT COURT 
LEWIS & CLARK COU~~Y 
ADV 85-370 

NOTICE OF APPEARANCE 
OF COUNSEL 

I 

I 
I 
I 
I 
I 

I 

I 
I 

I 
I 
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HAYS-LODGE POLE ELENENTARY SCHOOL ) 
DISTRICT NO. 50 AND HIGH SCHOOL ) 
DISTRICT NO. 50, BLAINE COUNTY; ) 
et ale ) 

) 

Appellants, Intervenors- ) 
Defendants. ) 

----------------------------------) 
The Montana Superintendent of Public Instruction, Nanc~ 

Keenan hereby gives notice to the Clerk of this Court a~~ 

attorneys of record that she is now represented by Beda J. 

Lovitt, Chief Legal Counsel, Office of Public Instruction, Roc~. 

106, State Capitol, Helena, Nontana 59620. 

DATED this b-li day of January, 1989. 

2 

LEGAL SERVICES DIVISION 
Off ice of Publ ic Ins t ru ct ion 
Room 1 06, Staf~'Capi t 01 
Helena, Mont-an~-5-962 0/ // 

// -" /)) '\ / / /' -_._-.---
(- '/ / ... ~t/ ;/ 

BY: ~" __ ,L,.<'( ~.,.:/V 
.... '---

/ 
;/ 

/' 
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CERTIPICATE OF SERVICE 

I I hereby certify that true and accurate copies of the abo',': 
and foregoing MOTION FOR LEAVE TO FILE "STATEHENT OF POSITION ,
SUPERINTENDENT OF PUBLIC INSTRUCTION NANCY KEE~l.i\N", STATEMEI'-J'"T ... 
POSITION OF SUPERINTENDENT OF PUBLIC INSTRUCTIO;'J NANCY KEENA~ 

NOTICE OF APPEARANCE OF COUNSEL and ORDER were duly served upo::-, 
each of-the follow ing counsel of record by depos}. !ii,n g sam91 
postage prepaid, in the United States mail this ~~ day qa 
January, 1989: 

James H. Goetz 
Goe tz, I...:adden & Dunn, P. C. 
35 North Grand 
Bozeman, MT 59715 

Clay R. Smith 
Assistant Attorney General 
Justice Building 
215 North Sanders 
Helena, lvIT 59620 

R i cha rd p. Ba r t 0 s 
Chief Counsel 
Of f ice of the Gove mor 
Sta te Capi tol 
Helena, MT 59620 

W. William Leaphart 
Leaphart Law Firm 
1 North Last Chance Gulch #6 
Helena, MT 59601 

Loren O'Toole 
209 North Hain 
Plentywood, HT 59254 

and 
Donald A. Garrity 
1313 Eleventh Avenue 
Helena, MT 59601 

Ben Hilley 
Hilley & Lor ing 
P • 0 • Box 1 3 19 
Bigfork, MT 59911 

Terry G. Spear 
Crowley, Haughey, Hanson, 

Toole & Dietrich 
P • 0 • Box 2 5 2 9 
Billings, MT 59103-2529 

Attorney for Plaintiffs/ 
Respondent s HELENA 
ELE:VlENTARY SCHOOL DISTRICT 
NO.1, e t al. 

Attorney for Defendants 
r·D:1\"1' ANA S UPE R!}''TE!'-:DENT 
OF PUBLIC INST?,UCTION 
a =-,d THE STATE O? :·IONI' ANA 

;'.ttorney for De.fendant 
~·lO?:TA!-;A ro;',:El C? PUBLIC 

At torneys for In ter'J"enors
De:endants, C. J. :-IOLJE, 
BER?~T ~'JARD and R03ERT 
FREDERICH, et al.; and all 
others similarly situated 

Attorney for Intervenors
PIa in ti f f s, HO 1\"1' ANA EDUC
TIO~ ASSOCIATION, et ale 

Attorney for Inter'J"enors
Defendants, HAYS-LODGE POLE 
ELE~ENTARY SCHOOL DISTRICT 
NO. 50 AND HIGH SCHOOL 
DISTRICT NO. 50, BLAINE 
COU?lTY, et al.; and the 
.i\SSOCIATION OF I?mIAN IMPACT 
SCHOOLS OF ~·DrJrAl':A 
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Charles E. Erdmann 
Erdmann & Wright 
P.o. Box 5418 
Helena, MT 59604 

Bruce Hoerer 
1 South Montana Avenue 
Helena, MT 59601 

/1' 
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/1 . . Attorney for ~~~cus Curiae 
LOCAL CO:NTRO:" 

Attorney for ~~~cus Curiae 
MONTANA SCHOO:" 3JARDS 
ASSOCIATION 

Llnda V. Brandon 
Paral egal As s is ta:: t 
Office of Public I::s~ruction 



Topic: Education Finance 

"Montana's Public School Funding and Delivery System." by Madalyn 
Quinlan (November 19, 1987). 

"Designing a Public School Funding System," by Madalyn Quinlan 
(November 19, 1987). 

"Public School Funding Systems in Montana, Idaho, North Dakota. 
South Dakota, Wyoming, and Washington," by Madalyn Quinlan (April 
4, 1988). 

"Funding the Accreditation Standards Proposed by Project Excel
lence," by Madalyn Quinlan (June 23, 1988). 

"Options for Funding Insurance and Retirement Costs in School Dis
trict Budgets," by Madalyn Quinlan (August 16, 1988). 

"Options for Equitably Funding a Basic Education," by Madalyn 
Quinlan (October 26, 1988) 

Topic: PL- 874 Federal Impact Aid 

"General Fund Expenditures of PL-874 Districts," by Madalyn 
Quinlan (January 21, 1988). 

"Equalization of Federal Impact Aid (P. L. 81-874) by Madalyn Quinlan 
(May 13, 1988). 

Topic: Definition of a Basic System of Quality Education 

"Will Accreditation Standards Define a Basic System of Quality Educa
tion?" by Curt Nichols (May 13, 1988). 

Topic: Pro~!e·-;s Reports 

"Progress of the K -12 Subcommittee and Points of Consensus," by 
Curt Nichols (August 19, 1988). 

( 



EXH'BIT __ ~_· ..... 2..__. __ 
DAT£1 hnuaty 12,; 1% 
HB. _____ _ 

REPORTS PRESENTED TO THE K-12 SUBCOMMITTEE 
by the Legislative Fiscal Analyst Staff 

Topic: Cost of Educational Components 

"Description of Methodology Used for 63 Percent," by Sandy Whitney 
(November 20, 1988). 

"Cost of Accreditation Standards Study," by Sandy Whitney (Novem
ber 13, 1987). 

"Survey Sample Size for K-12 Education Questionnaire," by Sandy 
Whitney (November 19, 1987). 

"Schools Eliminated in Survey," by Sandy Whitney (November 19, 
1987). 

"Education Survey," by Sandy Whitney (January 19, 1988).. (Results 
of a survey designed to verify information reported on fall reports 
and to obtain personnel information from 48 school districts.) 

"Issues Important in Determining a Model to Arrive at a Cost of 
Meeting the Accreditation Standards," by Sandy Whitney (January 21, 
1988). 

"Cost Meeting the Current Accreditation Standards," by Sandy 
Whitney (April 4, 1988). 

"Cost of Complying with Current Accreditation Standards Based on 
District Average Salaries," by Sandy Whitney (May 11, 1988). 

"Additional Information on Costs of Education," by Sandy Whitney 
(June 23, 1988). (Addresses the cost of extracurricular and co-cur
ricular programs, beginning salaries by school size, and average 
salaries in a five-state region). 

"Costs of Complying With Proposed Accreditation Standards," by 
Sandy Whitney (June 23, 1988). 

"K-12 Teacher Salaries," by Sandy Whitney (August 19, 1988). 

"K -12 Teacher Salaries: Use of Salary Schedules," by Sandy Whitney 
(September 17, 1988) 

"Determination of a Cost Schedule and Estimation of the Costs of the 
Schedule," by Sandy Whitney and Madalyn Quinlan (October 19, 1988) 

"Teachers Excluded From the Cost Reports," by Sandy Whitney 
(October 21, 1988) 

"Calculated Costs of Complying With the Proposed Accreditation 
Standards - Fiscal Year 1986," by Sandy Whitney (October 24, 1988) 



EXHIBIT ___ 3~_~ 
DATE T - 12 -Efl 
HBt1-____ -

December 28, 1988 

Members of the 51st Legislature: 

This is the final report on funding K-12 education 
accreditation standards. It is presented in compUance with 
House Joint Resolution Number 16 of the 50th Legislature which 
directed this committee to "further develop the cost components 
of the existing and proposed accreditation standards and 
eValuate the state financing method for providing a basic 
education in the pubUc schools." The report is based on input 
received from a spectrum of sources including Board of PubUc 
Education, educators, administrators, and fellow legislators. 

Ray Peck, Chairman 
Legislative Finance Committee 



LEGISLATIVE FINANCE COMMITTEE MEMBERS 
50th LEGISLATURE 

Senator Matt Himsl 
Vice -Chairman 

Senator Pete Story 
Senator Jack Hafley 
Senator George McCallum 
Senator Pat Regan 
Senator Fred Van Valkenburg 

Representative Ray Peck 
Chairman 

Representative Francis Bardanouve 
Representative Ron Miller 
Representative John Mercer 
Representative Harold Poulsen 
Representative Cal Winslow 



FINAL REPORT 

THE COST OF COMPLYING WITH PUBLIC SCHOOL ACCREDITATION 
STANDARDS AND A METHOD OF EQUITABLY FUNDING THESE COSTS 

As Required By 

House Joint Resolution Number 16 

of the 50th Legislature 

Legislative Finance Committee 
Helena, Montana 
December, 1988 



PREFACE 

This report documents the findings of the Legislative Finance 

Committee in its study of the cost of complying with existing and proposed 

accreditation standards and a method to equitably fund those costs. The 

study is the result of legislative concern expressed through House Joint 

Resolution Number Sixteen of the Fiftieth Legislature. 

The Legislative Finance Committee is a twelve-member, bipartisan, 

joint committee of the Senate and the House of Representatives. It was 

created in 1975 as a permanent committee to oversee, study, and review 

financial matters of the state that are relevant to issues of pollcy and 

statewide importance. The committee appoints and employs the Legislative 

Fiscal Analyst who provides staff support for the committee. Eight of 

twelve members of the Legislative Finance Committee are selected from 

appropriation committees of the legislature. 
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remaining 15 percent would be unequalized. 7) Those districts whose 

budgets exceed 125 percent of scheduled amount will be allowed rour years 

in which to make equal reductions in their budgets to bring them within 

the expenditure limitation. 8) P. L. 81-874 funds will be Included as 

resources for equalization. The committee did not make any finding in 

regards to what revenue sources should be used to finance the additional 

cost of equaUzation that results from implementation of this plan. 

The purpose of this report is four-fold. First, the report presents a 

cost schedule which incorporates the committee decisions. Second, the 

cost of meeting the proposed accreditation standards plus retirement are 

estimated by district for fiscal 1988. Third, innation-adjusted costs are 

estimated for fiscal years 1990, 1991, and 1992, based on the phase-in 

schedule proposed by the Board of Public Education. Fourth, the 

equalization plan for funding public education is presented. 

SCHEDULE OF COSTS 

The calculated schedule presented in this report is based on fiscal 

1988 component costs for regular and vocational education and on full 

implementation of the proposed accreditation standards. 

Programs required to comply with the Accreditation Standards 

The coat of complying with the accreditation standards includes a 

portion of the expenditures from the general and retirement funds. The 

included expenditures are those expenditures for regular and vocational 

programs which are defined by the Accreditation Standards and Montana 

statute. As shown in Table 1, fiscal 1988 expenditures for the cost 

components of the general fund programs which are a part of this study 

are $384 mflUon or nearly 87 percent of the total general fund 
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INTRODUCTION 

House Joint Resolution 16, passed by the 50th Legislature, requJred 

in Section 2(b) that "the Legislative Finance Committee further develop the 

cost components of the existing and proposed accreditation standards and 

evaluate the state financing method for providing a basic education in the 

public schools." To that end, the K-12 Education Subcommittee of the 

Legislative Finance Committee has spent the last year hearing 25 reports 

discussing the cost and financing of education. (List in Appendix B) 

The Legislative Finance Committee has considered the report of its 

K-12 subcommittee and has made the following decisions. 1) The 

quantitative portions of the Board of Public Education's proposed accredi

tation standards, as amended and as phased in, will be used as the cost 

basis in the development of the equallzation schedules. 2) Retirement 

costs will be included In the general fund and covered by the general 

equallzation plan while comprehensive insurance, transportation, building, 

and debt service costs will not be included In the general equallzation plan 

at this time. 3) A new dimension will be added to the equallzation plan to 

allow consideration of teacher experience levels in determining the district 

equallzation funding. 4) The current system of funding special education 

will be continued for the present. 5) Equallzation aid distribution, other 

than for apeclal education, wf1l be based on ANB. 6) The cost of 

providing education will be equallzed by setting the foundation at 100 

percent of the scheduled cost of complying with proposed accreditation 

standards with retirement, and allowing districts to spend up to 25 percent 

over this amount with a vote. The first 10 percent of the voted 25 

percent would be power equalized at $100 per ANB per mill. The 
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Comprehensive insurance fund expenditures of $5.7 million for other 

insurance have been excluded. 

Component Costs of Complying with Accreditation Standards 

The components of education which would be required by either the 

standards or statute under both the current and the proposed standards 

are listed in Table 2. 

Table 2 
Calculated Cost of Each Educational Component for 

Current and Proposed Standards - Fiscal 1988 
(Millions) 

Cc:aponent Currant Std. Pr!:!!o.ed Std. Difference 

Su,erintendent. t 6.151 t 5.912 tIO.Z39) 

Di.t. and au.ine •• A~in. "'.401 .... 419 O.Ola 

Princi,ala 1t.l79 16.997 "'.ala 

Teacber. 168.095 175.766 7.671 

Aide. 0.000 3.573 3.573 

CcNn.elor. "'.Z61 10.705 6.444 

Librarian. 5.503 8.953 3.450 

Seeretarie. 6.149 9.186 Z.337 

T .. ,orary Salarie. 3.Z11 3.31Z 0.101 

Benefit. 4I.8Z9 55.359 6.530 

Library Katerial. 1.658 Z.8M 1.146 

Books and Sup,11 •• 16.8811 16.8811 0.00 

Plant Co.t. 61.353 61.353 0.00 

Otber Qan. F .... Co.t. 10.798 10.798 0.00 

State Tn.la t350.176 t386.0Z5 $15.149 ======== =====-== ==a=== •• 

;.: Duferance 

13.a9) 

0.41 

39.56 

.... 56 

151.Z3 

62." 
34.12 

3.1S 

13.37 

".IZ 

0.00 

0.00 

~ 

10.Z4 == •• == 

The first column of numbers contains the calculated cost of complying 

with the current accreditation standards for each component. The 

calculated cost of each component under the proposed standards is listed 

in the second column . The third column contains the diCferences In 

millions of dollars, by component, between the current and the proposed 

-4-



expenditures. The $58.5 million general fund expenditures shown in Table 

1 excluded from this study are $13.4 million Cor extracurricular programs, 

$2.8 mllUon for enterprise programs, $1.8 mllUon Cor miscellaneous 

programs, and $30.9 million Cor special education. In addition, 

expenditures of $9.6 mllUon Crom within the regular and vocational 

programs, mainly for purchase of land and buildings, construction, and 

_major equipment, has been excluded. 

Table 1 
Cost of all School Programs Relating to Basic Education 

Fiscal 1986 

Progr_. Progr_. Total Expend. Percent 
Expenditllre Inclllded in Exclllded trOll tor K-IZ Included In 

~ Cost Stlldy Cost Stlldy Education Co.t Stlldy 

General Fllnd $384,435,833 $ 58.537.021 $~Z.97Z,854 86.79 
Transportation -0- Z8.935,684 Z8,935,684 0.00 
BII. Depreciation -0- 3,137,906 3,137,906 0.00 
Sc:bool Food -0- 17.851.831 17.851,831 0.00 
Tuition -0- 1,077,793 1.077.793 0.00 
Retire.ent 44.634,796 5,893.170 50.5Z7.966 88.34 
"i.cellaneoll. -o- Il • 77Z .551 11,77Z,551 0.00 
COlI,. In.llrance 1,692.300 5.675,110 7,367.~10 2Z.97 
Adlilt Edllcation -0- 1,984,7Z5 1.984.7Z5 0.00 
Debt Svc. and Bllildin, -0- 64,913,456 64,913,456 0.00 
All Other -0- 45,406,IZ9 45,406,129 0.00 

Total $430,762,929 $245,185,376 $675,948,305 63.73 ============= ===.:.:=:::: == •• =======- •••••• 

The cost of retirement benefits for personnel included in this study 

are $44.8 1II010n, or 88 percent of the total retirement fund. Retirement 

expendituree of $5.9 million have been excluded from consideration as a 

cost component of this study. These benefits were paid for personnel in 

special education, extracurricular programs, and food service programs 

which are not a part of the basic education as defined by this study. The 

expenditures from the comprehensive insurance fund are $1.7 million for 

worker's compensation for regular and vocational programs. 
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the propoaecl standards require more personnel in all categories except 

superintend8Dta. For example, the proposed standards require 261.8 FTE 

more counselors than do the current standards. 

Table 4 compares the actual cost of library materials, books and 

supplies, plant costs, and other general fund costs to those which are 

calculated under both the current and proposed standards. As can be 

seen In the table, the calculated costs for all but library materials are the 

same for both the current and proposed standards. 

Table 4 
Comparison of Actual Costs for Library Materials, Books and Supplies, 

Plant Costs and Other General Fund Costs with Costs Calculated 
to Comply with Current and Proposed Standards - Fiscal 1988 

(MWlons) 

Curr.nt l Chang. Propo.ed l Chang. % a.an,. 
eaMfoq Actual Standard. Actual/Curr. Standard. Curr/Prop Actual/Prop 

Library Material. 3.151 1.658 147.38' Z.8~ ".n (11.01) 

Book. a Suppli •• 19.3Z1 16.888 112.591 16.888 0.00 IIZ.59' 
Plant Coat. 63.510 61.353 13,(.0 ) 61.353 0.00 ( 3.40. 

~.r O.F. Co.t. 15.879 10.798 13Z.00. 10.798 0.00 (32.00' 

For library materials the calculation of costs for the proposed 

standards would result in costs 69 percent higher than would the 

calculation of costs for the current standards. The calculated costs of the 

proposed standards for library materials would be 11 percent less than the 

amount act1ally spent in fiscal 1986. 

The Funding Schedule 

The costs of complying with the proposed standards were calculated 

for each district, using elementary and high school teacher salaries equal 

to 70 percent of the statewide average. Those calculated costs were then 

divided by the fiscal 1988 average number belonging (ANB) to determine 
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standards and the fourth column shows the percentage changes In costs 

between the current and the proposed standards. 

Table 3 shows the actual FTE administrators and certHied employees 

compared to the FTE calculated ror the current and the proposed stan-

dards. 

Table 3 
Comparison or Actual FTE with FTE Required Under Current and 

Proposed Standards - Fiscal 1988 

------FTE------ - - - - - FTE Coapari.on - - - - -
Current Propo.ecI Actual Actual Current 

&ploye •• ~ Standard. Sbndllrd. to Current to Propoaed to Propo.ed 

Superintendent. 155.3 151.5 lU.O 13.1) C 13.3' C 9.5' 
Principala 459.6 335.0 ~7~.0 C 12~.6' 1~.~ 139.0 

Teacher. 8,654.0- 7,547.5 7,895.5 11.106.5 , 1751.5' 341.0 

CO\Inaelora 311.7 157.2 419.0 1161.5 J 100.3 261.1 

Libnriana 325.2 Z37.3 398.9 117.9' 73.7 161.6 

As can be seen In the fourth column of the table, the number of 

personnel required by the current standards is less than the actual 

numbers In all categories. For example, there were 3.8 more FTE 

superintendents and 1,108.5 FTE more teachers than were required by the 

current standards in fiscal 1988. 

Actual personnel are compared in column 5 of Table 3 to the 

personnel necessary to comply with the proposed standards. For example, 

100.3 FTE more counselors and 758.5 fewer FTE teachers will be required 

by the proposed standards than actually employed. 

The personnel requirements for complying with the current standards 

are compared to the personnel requirements of complying with the proposed 

standards In the last column of Table 3. As can be seen In this column, 
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level of the teachers in each district was determined, allowing each district 

to be a.ssf&JMd to one of three experience categories. Finally, the base 

schedule was multiplied by the (actor (or teacher experience to determine a 

total funding estimate for each district. Each of these steps is discussed 

Individually in the following sections of this report. 

Teacher Experience Level 

The estimated experience level o( the teachers in each district was 

determined through analysis of fiscal 1988 experience data from the Teach

er Retirement System fUes. Total credited experience, less military expe

rience, was determined for all regular and vocational teachers in each 

district. The number of teachers having one year, two years, and up to 

30 or more years experience was determined by district. Districts were 

then class.illed In one of three categories, depending upon the experience 

level of their teachers, as shown In Table 8. 

DIstrict 
Category 

1 
2 
3 

Table 8 
Percent of Teachers by Experience Category 

Fiscal 1988 

- - - - - - - Experience Level of Teachers - - - - - - -
3 yrs. or Less 4 to 6 yrs. More than 7 yrs. 

85-100\ 
0-84\ 
0-35\ 

0-35\ 
35-100\ 
0-35\ 

0-35\ 
0-84\ 

65-100\ 

Category 1 districts had teaching staffs which were the least experi

enced. Sixty five percent or more of category 1 teachers had three years 

or less experience. Districts in category 2 had more than 35 percent of 

their teachers in the mid-range of experience. Category 3 contains dis

tricts with the most experienced teachers. All districts which had 85 
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the calculated. cost per ANB for each district. The resulting amount per 

ANB would have been necessary for fiscal 1988 if all districts had 85 

percent or more of their teachers with three years or less experience. 

The calculated costs per ANB were graphed and a curve was fitted 

mathematically to determine a schedule of payments per ANB. These 

amounts were then put into schedule format as shown in Table 5. A base 

. amount is added to a specified amount per ANB to calculate the total 

funding for each district. 

ANB 

1-15 
18-22 
23-40 
41-60 
61-88 
89-200 
201+ 

0-50 
51-85 
88-110 

111-205 
208+ 

Table 5 
Schedules for Determining Funding 

(FY88 Full Implementation of Standards) 

Base Amount 

$ 31,025 
33,000 
60,000 
74,000 

138,000 
265,000 
372,000 

$190,000 
258,000 
298,000 
398,000 
550,000 

Additional Amount 
Per ANB 

Multiplied by ANB 

Elemen tary - - - - - - - - - - - - - - -

+ 
+ 
+ 
+ 
+ 
+ 
+ 

$ 132 per ANB 
3,960 for each ANB over 15 

777 for each ANB over 22 
3,205 for each ANB over 40 
4,433 for each ANB over 60 

972 for each ANB over 88 
1,672 for each ANB over 200 

High School - - - - - - - - - - - - - -

+ 
+ 
+ 
+ 
+ 

$1,360 per ANB 
1,094 for each ANB over 50 
4,000 for each ANB over 85 
1,830 for each ANB over 110 
2,048 for each ANB over 205 

Calculating Each District's Foundation Amount 

Equalization amounts were determined lor each district through the 

use of three steps. First, the base amount was determined for each 

district, using the Table 5 schedules. Second, the estimated experience 
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teachers who have more experience. The total Cunding which would have 

been necesary to fund all districts in fiscal 1986 is $388.9 milUon. 

Table 7 also compares the estimated cost in column 4 to the actual 

fiscal 1986 maximum general fund without a vote in column 5. As can be 

seen for Lima High School on the first line, the estimated cost would be 

$259,094, compared to the actual scheduled amount of $207,346. The 

estimated amount is 125 percent of the scheduled amount allowed without a 

vote in fiscal 1986. 

The final two columns of Table 7 show the actual costs for the educa

tional components necessary to comply with the proposed accreditation 

standards. Using Lima as the example, actual costs for fiscal 1986 for 

these components were $211,482. The estimated cost is 122.5 percent of 

this amount, as shown in the last column. The actual cost excluded 

expenditures for extra-curricular, enterprise, and miscellaneous programs; 

expenditures Cor special education; and expenditures for land, building 

construction, and major eq uipmen t. 

This table illustrates two points. First, virtually all districts. would 

receive more funding under the proposed schedule than the maximum 

general fund without a vote in fiscal 1986. For the districts illustrated in 

this table, the estimated cost ranged from 125 to 167 percent of the 

maximum ,_eral fund without a vote. Second, the estimated cost from the 

calculated 8Chedules would provide varying percentages of actual costs. 

Some districts, such as Lima, will require substantially more dollars than 

they actually spent in fiscal 1986, Just to comply with the proposed 

accreditation standards. DIstricts such as Big Sandy and Bigfork would 

require approximately the actual costs. Other districts, such as Chinook 

and Havre high schools, would require less than actual expenditures under 
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percent or more of their teaching staff at an experience level of more than 

seven years were assigned to category 3. 

Districts with teachers in category 1 would have no increase in fund

ing above the base schedule. Category 2 districts would receive the base 

schedule increased by 16 percent because they have teachers in the mId

range of experience. Category 3 districts would receive the base schedule 

increased by 27 percent because they have teachers at the higher experi

ence levels. Therefore, the base schedule is adjusted by the multiplier 

for the teacher experience increment. 

Total Cost Level 

The final step in estimating the total cost level for each district is to 

multiply the base schedule by 1. 0, 1.16, or 1. 27, depending upon the 

teacher e~perience category which Is applicable to the district. 

Table 7 
Total Calculated Funding Compared to 
Current Schedules and to Actual Costs 

Fiscal 1986 

E.t ••• E.t ••• 
High Sch. Total a. •• Exp.1' Total Eat Fiacal 86 l of Actual FY Xof 
Diatl'ict Ale Coat ltult! eo.t ttSFNOY ttGFMOY 86 eoat. Acnal 

Liaa 51 • 259.094 1.00 • 259.094 • 207.346 125.0 • 211.48Z 122.5 
Big Sandy 109 392.000 I.Z7 ~97.840 298.599 166.7 502.354 99.1 
Chinook 1M 519,880 1.16 603,061 447,665 134.7 705.937 85 •• 

Bigfork 34J 828.528 1.16 961.09! 711.~! 135.1 9Z8.as. 103.5 
H.v" ~ 1,717,360 1.27 2.181.0.7 1.529.075 1~2.6 2.31 •• 099 94.3 

As illustrated in Table 7, the scheduled amount for any particular 

number of ANB differs according to the size of the district and the expe

rience level of the teachers. Lima High School would be allocated 

$259,094, while Big Sandy High School would receive an estimated 

$497,840. Big Sandy would receive a higher amount because it has more 
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Table 8 
Estimated Total Cost of Complying with the Accredltation Standards 

Through Fiscal 1994 

FYS6 Eat. Cost Yearly Coapollnded Tot. Cost of 
n.,.l Total FY Percent of Prop. Stu. Percent Inflation Proposed Stds. 

Y .. I' 1986 • :t.,l.ented I in .UUon •• Inflation tfdti,Uer I in .UUon •• 

1986 .381,.95,696 90.00 $350.0 a. .. Base n50.0 

1990 381,.95,696 91.15 354.5 ".71- J, lZ_5 398.6 

1991 381,.95,696 91.15 354.5 5.31* 1.1MZ 419 .• 

1992 381,.95,696 96.95 377.0 5.1S- 1.Z45Z 469.5 
1995 381,.95,696 96,95 377.0 IVA 
19M 381,.95,'" 100.00 388.9 IVA 

• Estiaded CPI 

The first column of Table 8 shows the total estimated cost to fully 

Implement the proposed standards in fiscal 1988 dollars. The second 

column shows the estimated percentage of the costs which would be phased 

in in fiscal years 1990 through 1994. It has been estimated that the initial 

Implementation of the proposed standards would represent the implementa

tion of 90.00 percent of the calculated costs of compHance. The implemen

tation would be 91.15 percent complete in fiscal years 1990 and 1991, 98.95 

percent complete in fiscal years 1992 and 1993, and would be 100 percent 

complete in fiscal 1994. The third column shows the estimated cost in 

fiscal 1988 dollars which would be necessary for each year of the phase-in 

of the proposed standards. The fourth column shows the percentage 

adjustment In the fiscal 1988 dollars which would be necessary to account 

for Inflation. The fifth column shows the compounded amount for Infiation 

which must be multipUed by the fiscal 1988 dollars In column 3. Finally, 

the last column estimates the number of actual dollars which would be 

necessary to rund the calculated schedules in each or the indicated fiscal 

years. As can be seen in the last column, the calculated schedules will 
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the calculated schedule. They actually spent more In fiscal 1988 than 

would have been required to comply with the proposed standards. 

Phased-in Cost Estimates 

The cost estimates presented here are based on the assumptions that: 

1) the cost increases should be phased-in as the proposed standards are 

phased-in; 2) costs should be adjusted for innation; and 3) neither the 

changing proportion of teachers in each experience category in succeeding 

fiscal years nor the yearly ANB differences will significantly afrect the 

total costs in the next biennium. 

Adjustments ror Phase- In and Inflation 

The Board of PubUc Education has chosen a phase-in process by 

which most of the quantitative portions of the proposed standards will be 

implemented in fiscal 1992 and fiscal 1994. Since the proposed schedule 

has been calculated on the basis or rull implementation at riscal 1988 costs, 

the costs must also be phased in and then adjusted for innation. Table 8 

summarizes the estimated funding which will be necessary for all districts 

to comply with the proposed standards in fiscal years 1990, 1991, and 

1992. The funding schedules ror 1990 through 1992 using the phase-in 

and inflation estimates contained in Table 8 are found in Appendix C. 
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unequaUzed levies. However, the state obligation in fiscal 1990 would not 

be greater than the obligation created by the Cully implemented formula. 

In designing the public school finance system, the legislature balance 

a number of factors and competing goals. These factors are reviewed in 

the following pages. 

Student and Taxpayer Equity 

Equity is defined as the equal treatment of equals and the unequal 

treatment of unequals. Student equity is achieved when variations in per 

pupU expenditures are due solely to educationally relevant cost differen

tials. Educationally relevant cost dIlferentials include additional funding 

for handicapped, bilingual, economically disadvantaged, and gilted and 

talented chDdren, and for costs associated with sparsity and density of 

population.. cost of living, and special socioeconomic characteristics within 

a district. 

Taxpayer equity requires that the ability to generate revenues for 

public schools not be a function of local wealth. Taxpayer equity occurs 

through equallzation of district revenues so that districts are able to 

provide equivalent levels of school services at equivalent tax rates. Under 

an equitable system, variations in tax burdens among districts reDect the 

quality of the school programs that district taxpayers have chosen. In 

this report, taxpayer equity is evaluated in terms of the variation in mill 

rates paid by districts to fund schools. 

When fully implemented, the plan equalizes 88 percent of school 

district revenues, thus providing for a high degree of taxpayer equity. 

Expenditures per pupU cannot vary by more than 25 percent among 

districts except for educationally relevant reasons. However, to the 

extent that greater taxpayer equity exists, student equity may be im-
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require estimated funding of $398.8 million in fiscal 1990 and $419.8 milUon 

in fiscal Iltl. 

Equalization Plan 

In order to increase the equity provided to students and taxpayers 

under the new school funding system, the funding proposed in this report 

will fully equalize the maximum general fund budget without a vote (the 

cost of the proposed standards) and apply an expenditure cap of 125 

percent of the maximum general fund budget without a vote. 

The proposed equalization plan will equalize at least 88 percent of the 

total school district general fund expenditure level by setting the 

foundation amount at 100 percent of the maximum general fund schedules 

and allowing districts to spend up to 125 percent above the scheduled 

amount. The first 10 percent above the schedules would be equalized; the 

last 15 percent would be unequallzed. 

The implementation of the proposed equallzation plan will be phased-In 

over a four year period so as to reduce the disruptions to the existing 

school system. The 125 percent expenditure cap Is fully implemented In 

the 1992-1993 school year. The expenditure limitation in fiscal years 1990 

through 1993 Is phased-In In equal increments over the four year period. 

For example, If a district's 1989 expenditures are 205 percent of its 

funding aa developed under the proposed schedules, the 80 percent excess 

would be reduced to 185 percent In fiscal 1990 J to 185 percent In fiscal 

1991, to 145 percent In fiscal 1992, and to 125 percent In fiscal 1993. 

During the four year phase-in, the state share of pubUc school costs 

would be the same as when the system Is fully implemented. Districts 

would generate the additional revenues above the schedules through 
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Equalization of P. L. 874 Funds 

In dMlcnfng a new rundJng system, ~o concerns exist relative to 

P.L. 874 funds. The first concern is preserving the local contribution 

rate which determines how much rederal runding each district receives. 

The second concern is designing a system that allows P. L. 874 runds to be 

equalized. 

The 88 percent equalization of revenues provided Is Ukely to allow the 

state to meet the federal wealth neutrality test for equalization or P. L. 874 

funds. Using fiscal 1988 as the base, the 88 percent of non-exempt P. L. 

874 funds available ror equalization totals $10.3 mJllion. The level of P.L. 

874 funding is Ukely to fall because local contribution rates will tall. The 

increased level of state rundJng provided will result in lower local 

contribution rates in the P. L. 874 districts. 

Fiscal 1990 School District Costs 

The general fund cost of meeting the proposed accreditation stan

dards, includJng retirement, is estimated to be $398.6 mJllion for fiscal 

1990. Included in these costs are instructional, administrative, librarian, 

counselor, plant, books and supplies, employee benefits, retirement, and 

other costs. Not included in these costs are comprehensive insurance, 

debt service, transportation, bus reserves, and special education. 

In tlaea1 1990, the first year of implementation ot the equalization 

plan, maxtJnm school district general fund expenditures could be as high 

as $525.0 million. This represents a potential increase of $28.1 million in 

general fund and retirement expenditures from the fiscal 1988 level. 

However, it is unUkely that districts wfll increase their general lund 

expenditures by this amount. The estimated range of general fund expen-
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proved. When funds are more equalized, districts are provided with a 

greater mc.ative to spend at higher levels, knowing that district levies 

will be matched by state dollars. 

Local Control 

The concept of local control implies that local school boards make 

decisions regarding educational programming, teacher hiring and compen

sation, administrative policies, school building construction, transportation, 

and the level of district expenditures. Any statewide funding program 

which attempts to achieve student and taxpayer equity through expendi

ture and/or revenue caps will also limit the access of districts to local 

wealth. Equalization plans improve the access of poorer districts to school 

funding, thus expanding their budgetary choices. These same plans 

restrict ~e access of wealthier districts to their local property tax bases. 

The result is that local control is limited to the extent that program ofter

ings, the hiring and compensation of teachers, administrative policies, 

building construction, transportation, and other district expenditures are 

limited by budgetary restrictions. 

Controlling Educational Costs 

The proposed public school finance system contains features which 

control tba state's share of school costs. The system guarantees a 

foundatloa program amount but does not allow unlimited equalized levies 

and therefore, does not place an unlimited financial obligation on the state. 

Equalized mill levies give property-poor districts, which receive a high 

percentage of state funds from equaUzed mills, an incentive to set high 

mill levies in order to benefit from state funds. The limit of equalization 

to 10 percent above the foundation amount Umlts the state's obUgation. 
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Scheduled Amount 

0-25\ Over-schedule 
Equalized 
Unequalized 

+25\ (}ver-schedule 
Unequallzed 

Table 9 
Cost of Public School Funding 

Fiscal Years 1990 and 1991 
(MiWons) 

Fiscal 
1990 

$ 35.52 
44.29 

29.07 

$398.81 

Total Over-schedule $108.88 

l~gI!tl Total Funding 

Equallzed Percentage (\) 85.5\ 

Funding the State Share of PubUc School Costa 

Fiscal 
1991 

$ 37.41 
48.64 

17 .47 

$419.77 

$101.52 

I~;I!;I 

87. '1\ 

Under the present structure, the foUowing sources of revenue are 

available to the state for public school equalization in the 1991 biennium: 

1) IncUvidual income tax (31.8\) 
2) Corporate license tax (25\) 
3) Coal severance tax (3.8\) 
4) Common school Interest and Income 
5) U.S. JDfneral royalties (100\) 
8) Bd.1Ioation trust interest (87.5\) 
7) _;.01 county levy 
8) DIller county equalization funds 
9) Net lottery revenues 

The estimated revenues, based on a cursory review of revenue trends 

avallable from all of these sources for fiscal 1990, wUl total $262.9 mllUon. 

P.L. 87t monies are not included under the equallzaUon plan in (Iscal 

years 1990 and 1991 because the state Is unlikely to meet the federal test 

-18-



dUures of school districts in fiscal 1990 Is $500-507.5 milUon based upon 

the followinC assumptions: 

1) Districts which are already spending more than 125 percent of the 

fiscal 1990 cost of meeting the accreditation standards will be brought 

down In four equal Increments to 125 percent of the foundation amount. 

2) Districts which are spending between 100 percent and 125 percent 

of the cost meeting the accreditation standards will continue to spend at 

their present levels. 

3) Districts that are spending less than 100 percent of the proposed 

cost of meeting the accreditation standards will be brought up to 100 

percent of the scheduled amount. 

The $500 milUon figure would result if the mid-range of school dIa

tricts, those spending between 100 and 125 percent of the cost of the 

foundation program, fund their 1989-1990 budgets at the 1987-1988 level. 

If all districts increased their budgets by 5 percent from the 1987-1988 

school year to the 1989-1990 school year, whlle spending at least the 

foundation amount and no more than the 125 percent of the schedules, the 

fiscal 1990 general fund expenditure level would be $507.5 milUon. 

Cost to the State and to the DIstricts 

Table 9 shows estimated school district general fund expenditures for 

fiscal yeant 1990 and 1991. General fund expenditures include regular and 

vocational programs plus retirement costs. This definition is consistent 

with the definition of general fund expenditures used to develop the 

foundation schedules. The calculations are based upon a flve percent 

increase in school district budgets between fiscal 1988 and fiscal 1990 and 

a 5.31 percent increase from fiscal 1990 to fiscal 1991. 

-17-



more than $1001 ANB per mID will be recaptured by the state. The calcu

lations in Table 10 are based on tax year 1988 taxable valuations. The 

statewide taxable valuation fen from $1.993 billion in tax year 1981 to 

$1.942 billion in tax year 1988. Therefore, a higher level of state support 

would be required to guarantee $1001 ANB per mll1 in fiscal 1989 than in 

fiscal 1988. 

The calculation at the bottom of Table 10 indicates the statewide mills 

that would be required if the current funds dedicated to pubUc school 

support were continued and additional equalization costs were supported 

through statewide property tax levies. If the additional funds were to be 

generated by a mixture of statewide property tax levies and other sources, 

$1.94 milllon would need to be raised for each statewide mill replaced or 

$188.88 mWlon would be needed if additional statewide mills were levied. 

Table 10 
State Share of Public School Funding 

Fiscal 1990 

Foundation Cost 
Currently Available 

Additional Cost 

(Millions) 

Equalized Revenues above Foundation 
($1001 ANB/Mill) 

Additional Foundation and Equallzed 

Additional Mills to Generate State Share 
Additional Foundation 
EquaHzed Revenues 

Total Additional MUls 

-20-

Option B 

$398.81 
282.88 

$135.13 

$ 30.93 

Illt!tl 

70 
18 
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tor equaUsation of these funds unW the new equalization plan is fully 

Implemented III fiscal 1993. 

State Share of School Funding 

The funding is based on total school expenditures of $507.49 million 

in fiscal 1990 and $521. 29 million in fiscal 1991. The present funding 

structure uses a foundation program, a permissive program, and 

unequalized district revenues. The proposed equalization plan is modeled 

after the present structure, but sets the foundation amount at the cost of 

complying with accreditation standards plus retirement and replaces the 

permissive with "power-equalized" voted levies. Power-equalizing 

guarantees that one mill will generate a minimum level of dollars per stu

dent. Power-equalizing without a recapture provision is similar In concept 

to the pr~sent permissive levy. If a recapture provision is attached to a 

power-equalized mill levy, a district raises a fixed amount of revenue per 

student per mill, no more, no less. The state would subsidize those 

districts that cannot generate the guaranteed amount and recapture from 

those districts that generate more than the guaranteed amount per pupU. 

Without the recapture provision, the state share Is hJgher at each level of 

guaranteed revenues and the costs increase at an increasing rate. At a 

guarantee level of $100 per student per mill, 330 out of 379 operating 

elemental7 __ cUstricts would be subsidized; these districts contain 98 percent 

of all elementary students. 

In determining the state share of the cost, a power-equalized mill 

with recapture has been used. Table 10 shows the state share of school 

costs In fiscal 1990. The state share of equalized revenues Is calculated 

on the assumption that the state guarantees that one mill will raise 

$lOO/ANB per mill, no more, no less. The revenues of districts rafsing 

-19-



Table 11 
Impact of Funding on 28 Sample Districts 

Fiscal 1990 

Actual - - - Funding Proposal - - -
Fiscal 1988 1990 Gen. Fund 1990 Gen. Fund 

GF + Retire Levies w/out Levies with 
Districts Levies Inflation Inflation 

Elementary 

Butte 184.48 181.03 181.03 
Great Falls 137.88 105.92 121.19 
Helena 132.24 114.87 119.19 
Lewistown 125.23 118.80 123.58 
Missoula 122.01 118.80 118.60 
Bozeman 113.58 124.38 124.38 
Kalispell 107.61 119.79 119.79 
BDlings 102.17 110.85 110.85 
Havre 95.37 104.58 104.89 
Laurel 80.34 83.28 89.99 
Hamilton 75.92 82.89 88.22 
Ronan 58.21 83.42 83.42 
Sidney 51.28 88.04 92.48 
Colstrip - 43.03 90.51 90.51 

Secondary 

Butte 93.54 79.24 79.24 
Helena 83.31 82.94 82.94 
Great Falls 78.89 72.83 73.84 
MIssoula 78.83 77.59 77.59 
Kalispell 71.38 74.38 74.38 
Bozeman 68.19 71.94 71.94 
Havre 53.13 60.71 63.13 
Laurel 50.38 54.56 59.05 
Billings 48.88 59.83 64.48 
Hamilton 47.36 49.88 49.88 
Lewistown 35.09 49.88 51.07 
Ronan 33.81 52.28 52.69 
Sidney 30.49 57.55 58.48 
Colstrip 22.85 55.28 55.85 

CONCLUSION 

This report presents the estimate of the cost of meeting accreditation 

standards proposed by the Board of PubUc Education and a plan for 

-22-



The state share of equalized revenues above the foundation is $30.93 

miWon and the district share is $4.59 miWon for a total of $35.52 m.ill1on of 

equalized revenues above the foundation in fiscal 1990. 

Table 11 shows the impact of the equalization plan on the mill levies 

of 28 sample districts it additional costs are funded through statewide mill 

levies. The table compares fiscal 1988 general fund and retirement levies 

to the mills that would be levied in fiscal 1990 with and without inflation in 

school district budgets. The fiscal 1988 mill levies include the basic 

county levies of 28 mills for elementary districts and 17 mills for high 

school districts. A comparison of the second and third columns of 

numbers in Table 11 shows the effect of Infiation on school district 

budgets. M111 levies are projected to increase for this reason, even it no 

changes are made in the school funding formula. For example, in order to 

fund Its projected level of fiscal 1990 expenditures, without any changes in 

the school funding formula, Great Falls elementary district would have to 

increase its mill levy by 15.27, Helena elementary by 4.32 mills, and 

Lewistown elementary by 4.78 mills. Great Falls high school district would 

see an increase of 1. 01 mills; Havre High School, 2.42 mills; Laurel High 

School, 4. 49 mills; and BUlIngs High School t 4.85 mills. 

-21-



, 
equalizing the cost of the proposed accreditation standards. Table 12 

summarizes the significant features of the plan in comparison to the 

current equalization program. 

Table 12 
Comparison of Proposed Equalization Plan 

and the Current System 

1) Equalization of General 
Fund and Retirement Revenues 

2) Ratio of High-to-Low Among 
Sample District Mill Levies (FY90) 

Elementary 
Secondary 

3) Allowable Variation in Per Pupil 
Expenditures 

4) Meets Federal Test for Equalization 
of Y.L. 874 Funds 

5) Fiscal 1990 Cost (Millions) 

State Share 
District Share 

6) Local Control 
Limit on General Fund 
Budget 

*When fully implemented 

CN3: rs: LEGLTR 

-23-

Current 

56% 

4.29 
4.13 

Unlimited 

No 

$523.87 

262.88 
252.71 

Foundation 
guaranteed, 
no upper 

limit. 

Subcommittee 

88%* 

1. 78 
1.67 

25% 

Yes 

$507.49 

429.54 
77.95 

100-125 percent 
of the cost of 
the standards 
plus retirement. 



Pryor Elementary, Wyola Elementary, Dixon Elementary, and Ft. Peck 

Elementary would need to levy high mill rates in order to cover their 

projected level of expenditures for fiscal 1990. In order to avoid mill 

levies of 200 mills or greater, it is likely that these districts would choose 

to reduce their budgets by more than the amount required by the phase-in 

of the expenditure cap in fiscal 1990. If so, their projected mill rates 

would fall rapidly with relatively small reductions in their general fund 

budgets. 



APPENDIX A 

Appendix A shows estimated general fund expenditures for regular 

and vocational programs and retirement expenditures in fiscal 1988 for each 

school district. The appendix also shows the proposed level of funding 

under the foundation program and projected general fund expenditures (or 

regular and vocational programs plus retirement for fiscal 1990. Expendi

tures are projected to increase for those districts that are spending at 

least the foundation amount but have not reached the expenditure cap. 

The column entitled "FY 1988 General Fund and Retirement Levy" includes 

the mandatory county levies of 28 mills for elementary districts and 17 

mills for high school districts, county retirement levies, and district 

general fund levies for fiscal 1988. The last three columns show the 

components of total district general fund levies under the proposed equal

ization plan that would result if the additional equalization costs of this 

plan were met through statewide property tax levies. To the extent these 

costs were met through other sources of revenue, the tax rates for all 

districts would be lower. Every elementary district would have a 

mandatory levy of 81. 32 mills; every high school district would have a 

mandatory levy of 49.68 mills. The power-equalized mill levy funds 

district general fund expenditures between 100 and 110 percent of the 

foundation amount. The unequalized levy funds district expenditures 

above 110 percent of the foundation amount. The expenditures covered by 

the levies shown in the column entitled "FY 1988 General Fund and 

Retirement Levy" are comparable to the expenditures covered by the "Total 

Mill Levy" under the proposed fiscal 1990 funding plan. 

Several districts show total fiscal 1990 general fund levies greater 

than 200 mills. These districts are P. L. 874 districts which have small tax 

bases relative to the number of students in the district. Districts such as 
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Topic: Education Finance 

"Montana's Public School Funding and Delivery System," by Madalyn 
Quinlan (November 19, 1987). . 

"Designing a Public School Funding System," by Madalyn Quinlan 
(November 19, 1987). 

"Public School Funding Systems in Montana, Idaho, North Dakota, 
South Dakota, Wyoming, and Washington," by Madalyn Quinlan (April 
4, 1988). 

"Funding the Accreditation Standards Proposed by Project Excel
lence," by Madalyn Quinlan (June 23, 1988). 

"Options for Funding Insurance and Retirement Costs in School Dis
trict Budgets," by Madalyn Quinlan (August 16, 1988). 

"Options for Equitably Funding a Basic Education," by Madalyn 
Quinlan (October 26, 1988) 

Topic: PL-874 Federal Impact Aid 

"General Fund Expenditures of PL-874 Districts," by Madalyn 
Quinlan (January 21, 1988). 

"Equalization of Federal Impact Aid (P.L. 81-874) by Madalyn Quinlan 
(May.13, 1988). 

Topic: Definition of a Basic System of Quality Education 

"Will Accreditation Standards Define a Basic System of Quality Educa
tion?" by Curt Nichols (May 13, 1988). 

Topic: Progress Reports 

"Progress of the K-12 Subcommittee and Points of Consensus," by 
Curt Nichols (August 19, 1988). 



APPENDIX B 

REPORTS PRESENTED TO THE K -12 SUBCOMMITTEE 
by the Legislative Fiscal Analyst Staff 

Topic: Cost of Educational Components 

"Description of Methodology .Used for 63 Percent," by Sandy Whitney 
(November 20, 1988). 

"Cost of Accreditation Standards Study," by Sandy Whitney (Novem
ber 13, 1987). 

"Survey Sample Size for K-12 Education Questionnaire," by Sandy 
Whitney (November 19, 1987). 

"Schools Eliminated in Survey," by Sandy Whitney (November 19, 
1987). 

"Education Survey," by Sandy Whitney (January 19, 1988). (Results 
of a survey designed to verify information reported on fall reports 
and to obtain personnel information from 48 school districts.) 

"Issues Important in Determining a Model to Arrive at a Cost of 
Meeting the Accreditation Standards," by Sandy Whitney (January 21, 
1988). 

"Cost Meeting the Current Accreditation Standards, " by Sandy 
Whitney (April 4, 1988). 

"Cost of Complying with Current Accreditation Standards Based on 
District Average Salaries," by Sandy Whitney (May 11, 1988). 

"Additional Information on Costs of Education," by Sandy Whitney 
(June 23, 1988). (Addresses the cost of extracurricular and co-cur
ricular programs, beginning salaries by school size, and average 
salaries in a five-state region). 

"Costs of Complying With Proposed Accreditation Standards," by 
Sandy Whitney (June 23, 1988). 

"K -12 Teacher Salaries," by Sandy Whitney (August 19, 1988). 

"K-12 Teacher Salaries: Use of Salary Schedules," by Sandy Whitney 
(September 17, 1988) 

"Determination of a Cost Schedule and Estimation of the Costs of the 
Schedule," by Sandy Whitney and Madalyn Quinlan (October 19, 1988) 

"Teachers Excluded From the Cost Reports, " by Sandy Whitney 
(October 21, 1988) 

"Calculated Costs of Complying With the Proposed Accreditation 
Standards - Fiscal Year 1986," by Sandy Whitney (October 24, 1988) 

"K -12 Education Subcommittee Report on House Joint Resolution 16," 
by K-12 Education Subcommittee (November 11, 1988) 
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ANB Base 

Elementary 

1-15 $ 31,801 
16-22 33,825 ' 
23-40 61,500 
41-60 75,850 
61-88 141,450 
89-200 271,625 
200 + 381,300 

Secondary 
0-50 $194,750 

51-85 264,450 
86-110 303,400 

111-205 405,900 
206 + 563,750 

"I Increase Factor 

APPENDIX C 

Appendix C 
Proposed Equalization Schedules 
Fiscal Years 1990 through 1992 

Additional Base Additional 

$ 135 $ 33,476 $ 142 
4,059 35,607 4,273 

796 64,740 838 
3,285 79,846 3,458_ 
4,544 148,902 4,783 

996 285,935 1,049 
1,714 401,388 1,804 

$1,394 $205,010 $1,467 
1,121 278,382 1,180 
4,100 319,384 4,316 
1,671 427,284 1,759 
2,099 593,450 2,210 

1.025 1.079 

Base Additional 

$ 37,447 $ 159 
39,831 4,780 
72,420 938 
89,318 3,868 

166,566 5,351 
319,855 1,173 
449,004 2,018 

$229,330 $1,642 
311,406 1,320 
357,272 4,828 
477,972 1,967 
663,850 2,472 

1.207 
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