
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
51st LEGISLATURE - REGULAR SESSION 

SELECT COMMITTEE ON EDUCATION FUNDING 

Call to Order: By Chairman Ray Peck, on March 14, 1989, at 4:00 
p.m. 

ROLL CALL 

Members Present: All members were present. 

Members Excused: None 

Members Absent: None 

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

Discussion: Transportation 
Rep. Kadas stated that $17.8 million in what we define as 

allowable transportation costs covers transporting children 
three miles away from the school. Right now the state funds 
one-third of that $17.8 million or $6.2 million. See 
Exhibit 1. 

He stated that OPI should distribute the equalized funds to 
the general fund of the districts. The school could use the 
funds however they wanted. If they didn't want to spend it 
all on transportation they wouldn't have to, and if they 
wanted to spend more money on transportation they could use 
part of their foundation program for that or raise 
additional millage. See Exhibit 1. 

Rep. Peck asked Ms. Merrill if funding was different for 
elementary and high schools? Ms. Merrill stated yes. For 
the elementary, the state pays one-third and the county pays 
one-third and the individual district pays one-third of the 
reimbursement schedule. In the high schools, the county 
pays two-thirds of the amount and the school district pays 
one-third. 

Rep. Kadas stated that the bottom line is that we are already 
appropriating $6.2 million so we would not have to 
appropriate another $17.8. 

Rep. Eudaily asked Rep. Kadas if transportation is listed at 
$28.4 million which is actual expenditures for FY 1988? 
Rep. Kadas said that was correct. 

Rep. Eudaily asked if the allowable transportation costs are 
$17.8 million, are we looking at a difference of roughly $11 
million? What expenditures does that $11 million cover that 
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are not allowable? Rep. Kadas stated primarily that $11 
million is for districts busing within the three mile limit. 

Rep. Kadas stated that he is suggesting that the state reimburse 
the scheduled amount, which is only for students that are 
outside the three miles. The $11 million is still a current 
cost for school districts and that $11 million should go 
into the base amount that we decide needs to be equalized to 
whatever percentage we equalize. He said he is not saying 
to ignore that $11 million now that we have taken care of 
the $17 million: that $11 million still is part of the big 
picture. 

Rep. Eudaily stated that if that is above allowable cost, that is 
an option the district has chosen. We can't say we are 
going to pick it up even though it isn't allowable cost. 

Rep. Kadas asked Rep. Eudaily if he is suggesting that we take 
that $11 million out of the base and treat it like it never 
happened? Rep. Eudaily stated that the committee needs to 
take a look at that because that is the districts choice how 
they want to use that if they are above allowable cost. 

Rep. Kadas discussed Exhibit 2 regarding a permissive equalized 
program. 

Rep. Eudaily asked Rep. Kadas how he arrived at the 117% cap? 
Rep. Kadas stated that you take the amount that is 
equalized, 85% or the $414 million, and add to that the 
total possible permissive equalized which is $73 million and 
that gives you $487 and 17% above that would be the cap. 

Rep. Eudaily asked Rep. Kadas if equalizing $73 million through 
15% permissive areas depends upon everybody levying that 
15%? Rep. Kadas stated that if every district in the state, 
levied the 22 permissive mills elementary, or the 14 mills 
if they are high school, then the total expenditure would be 
$73 million. You will find that it will probably be around 
$40 million if everyone tries to fund their current 
expenditures. 

Rep. Kadas presented Exhibits 3 and 4. 

Rep. Eudaily asked Rep. Kadas if we were backing out the current 
special education allowable costs we wouldn't back out $33 
million? Rep. Kadas stated that if we backed out FY 88 
costs it would be $27 million, since we have agreed to fund 
$33 million then we should back that out. That is the same 
assumption for transportation, that we would fund the whole 
$17.8 million. 

Rep. Gilbert asked Rep. Kadas that if we are going to use FY 88 
actuals, why should we be injecting FY 89 proposed budgets 
into the formula? Rep. Kadas stated that the top part is FY 
88 actual, that is, we are building the base on actual 
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expenditures. After you get past the top paragraph, that is 
where you start moving money around. We are still operating 
off of that FY 88 base, but we have to start equalizing some 
funds and so we have to put new dollars here and there. 

Ms. Quinlan stated that the permissive dollar amounts are 
equalized to $18 per mill per elementary student and $43 per 
mill per high school student. 

Rep. Kadas stated that you get the permissive millage by taking 
the total taxable value of a district, dividing by $1000 and 
dividing that by the number of ANB so you get the number of 
dollars that a mill will raise per ANB and the statewide 
average for elementary districts is $18. For high school 
districts it is $43. If you are below $18 you are a poor 
district, if you are above $18 you are a wealthy district. 
If you are below $18 you will get additional state money on 
the permissive mills, if you are above $18, you are going to 
get recaptured on for the permissive mills. It is the best 
measure of district wealth that we have. 

Rep. Glaser presented Exhibits 5 and 6. 

Rep. Kadas asked Rep. Glaser why he didn't include 
transportation? Rep. Glaser stated that transportation is 
too big a problem to equalize now. 

Rep. Kadas asked Rep. Glaser, on the retirement amount for 
special education you carne to that amount by taking the 
salary amount and multiplying that by a benefit factor? 
Rep. Glaser stated that the auditors did that in concert 
with OPI. 

Rep. Kadas asked Rep. Glaser that for PL 874 and special 
education, how did you get to those numbers? Rep. Glaser 
stated that the special education money was $24 million 
according to the auditors. PL 874 money was $18 million. 

Rep. Kadas asked Rep. Glaser that on the PL 874 money, how do you 
know that all of that money carne from general fund budgets 
of districts. Rep. Glaser stated that they took it out of 
the general fund from the OPI expenditure reports. 

Rep. Kadas stated that because special education is already 
equalized by a state payment, the rationale for pulling that 
out is that it is already equalized. For PL 874, you are 
saying it doesn't need to be equalized because it comes in 
over the caps anyway. Rep. Glaser stated that it is true on 
the PL 874 money, on the special education money the 
rationale in pulling out was we are going to fund it at a 
high level somewhere else. 

Rep. Kadas presented Exhibit 7. 

Rep. Peck asked Mr. Groepper in all of these graphs, do you have 
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special levies included? Mr. Groepper stated that OPI did 
the general fund expenditures less special education to get 
the average per ANB. 

Rep. Peck stated that we aren't really seeing a comparison as to 
need and schedules, we are seeing in comparison of district 
expenditures in the schedule categories. Mr. Groepper 
stated that it is a comparison of the general fund 
expenditures so when you talk about need, it doesn't address 
need in all the areas outside the general fund such as 
special education, transportation, etc. 

Rep. Glaser stated that he proposes that the committee fund FY 88 
actual general fund expenditures, retirement less special 
education retirement, comprehensive insurance less the PL 
874 component and add it to the schedules and then fund that 
new schedule at 90%, 95% and 100% or where we can afford to 
fund it. We should design caps at a percentage of 1988 
actual expenditures per category and include the PL 874 
money in that. 

Rep. Peck asked Rep. Glaser is he was saying rather than one cap 
applied to all, you would have a difference cap for each 
category. Rep. Glaser stated that the same percentage cap 
would apply to all of the schedules all the way up the line. 

Rep. Peck asked Rep. Glaser if he will put $4.3 million into 
special education funding for retirement. Rep. Glaser said 
that is correct, it would have to be removed from the $52.7 
million. It wouldn't go into the base for the schedules. 
It would go into special education as an allowable cost. 

ADJOURNMENT 

Adjournment At: 5:00 p.m. 
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C:XHIBIT __ ' __ 

DATE .3:-ft-81 
HB ______ ._ 

NOTES ON AMENDING ANB TO ENROLLMENT COUNT METHOD 

In HB 575, Kadas, the definition of ANB was amended to reflect 
the enrollment-driven calculations for ANB in 20-9-311. 

Amending in the new method (enrollment count) this way avoids 
making amendments to over 900 references to ANB. In a search of 
the codes of other states, it was discovered that definitions of 
ADM (average daily membership), ADA (average daily attendance), 
and ANB (average number belonging) have for the most part become 
indistinguishable as specific methods of counting students for 

.• funding purposes. The terms may have had a specific meaning at 
one time, but it looks like other states have done what is done 
in HB 575 and that is change the definition and method, but not 
the term. 

Generally, the terms mean the following, according to several 
sources from Education Commission of the States: 

ADA means "actual average daily attendance through a certain 
number of days, such as the first 100." Only those at school on 
those days are counted and may result counts less than enrollment 
counts. 

ADM means "the total enrollment of students for each day of the 
school year, divided by the number of school days." 

ANB means "the total enrollment of each student for each day of 
the school year, divided by a constant other than the number of 
actual school days." Such is the case in Montana, where the 
divisor is lBO, resulting in the possibility of a value greater 
than 1 for each student. Only one other state has retained this 
method. 

The method used in HB 575 does not met any of these definitions. 
It is simpliest to think of ANB in HB 575 as an enrollment-driven 
method that results in funding total number of students, not the 
total days of school. This establishes a more "equitable" way of 
distributing school funding. 

The following provisions accomplish this method: 

Section • 
"20-1-101. 

context clearly 
apply: 

Section 20-1-101, MCA, is amended to read: 
Definitions. As used in this title, unless the 

indicates otherwise, the following definitions 

(1) "Agricultural experiment station" means the 
agricultural experiment station established at Montana state 
university. 

(2) "Average number belonging" or "ANB" shall mCa-A means 
the average number of regularly enrolled, full-time pupils 
attending the public schools of a district for each school day of 
the school year used, as calculated under the provisions of 20-9-
311. 



.. 

(3) "The board of public education" is the board created by 
Article X, section 9, subsection (3), of the 1972 Montana 
constitution and 2-15-1507. 

(4) "Board of regents" means the board of regents of higher 
education created by Article X, section 9,· subsection (2), of the 
1972 Montana constitution and 2-15-1505. 

(5) "Commissioner" means the commissioner of higher 
education created by Article X, section 9, subsection (2), of the 
1972 Montana constitution and 2-15-1506. 

(6) "County superintendent" means the county government 
official who is the school officer of the county. 

Section. Section 20-9-311, MCA, is amended to read: 
"20-9-311. Calculation of average number belonging (ANB) • 

(1) Average number belonging shall be oomputed by determining the 
total of the ag~ate days of a~lldanoe by regularly enrolled, 
full-time pupils during the ou~~ehool fisoal year plus the 
aggregate days of a9senee by regul-arl'l enrolled, full-time pupils 
during the ourrent sohool fisoal year and by dividing suoh total 
by ISO. Hor.le 'Jer, ' .. 'hen a sohool distriot has apprm,lal to operate 
less than ISO sohool days under ~O-9-B04, such total shall be 
oaloulated in aooordanoe with the provisions of JO-9-S0§. 
Attendanoe for a part of a morning session or a part of an 
afternoon session by a pupil shall be oounted as attendanoe for 
one-half day. In oaloulating the ANa for pupils enrolled in a 
program established under ~0-1-111 prior to January 1, 1914, or 
pursuant to JO-1-111(l), atteAdanoe at or absenoe from a regular 
session of the program for at least J hours of either a morning 
or an afternoon session ~.·ill be oounted as one-half of a day 
attended or absent as the oase may be. If a variance has been 
granted as provided in 20-1-302, ANB will be computed in a manner 
prescribed by the superintendent of public instruction, but in no 
case shall the ANB exceed one-half for each kindergarten pupil. 
When any pupil has been absent, with or without excuse, for more 
than 10 consecutive school days, including pupil-instruction
related days, his absenoe after the lOth day of absenoe shall not 
be inoluded in the aggregate days of absenoe and his the pupil's 
enrollment in the school shall not be considered in ~ 
oaloulation of the average number belonging until he resumes 
attendanoe at sohoe* an enrollment count provided for in 
subsection (2) that is taken on a day following the pupil's 10th 
day of absence. 

(2) The average number belonging (ANB) for the current 
school fiscal year must be calculated by: 

(a) taking a count of regUlarly enrolled, full-time pupils 
on the first school day of each month beginning in october 
through March of the current school fiscal year; 

(b) dividing the sum of the six pupil enrollment counts by 
6. 
~ ill If a student spends less than half his time in the 

regular program and the balance of his time in school in the 
special education program, he SAa±~ is considered a full-time 
special pupil but shall may not be considered regularly enrolled 
for ANB purposes. If a student spends half or more of his time in 
school in the regular program and the balance of his time in the 
special education program, he s~-be is considered regularly 



enrolled for ANB purposes. 
~ l!l The average number belonging of the regularly 

enrolled, full-time pupils for the public schools of a district 
must be based on the aggregate of all the regularly enrolled, 
full-time pupils attending the schools of ~he district, except 
~ when: 

(a) a school of the district is located more than 3 miles 
beyond the incorporated limits of a city or town or from another 
school of the district, all of the regularly enrolled, full-time 
pupils of the school must be calculated individually for ANB 
purposes; 

(b) a junior high school has been approved and accredited 
as a junior high school, all of the regularly enrolled, full-time 

.• pupils of the junior high school shall be is considered as high 
school district pupils for ANB purposes; --

(c) a middle school has been approved and accredited, in 
which case pupils below the 7th grade shall be is considered 
elementary school pupils for ANB purposes and the 7th and 8th 
grade pupils shall be is considered high school pupils for ANB 
purposes; or 

(d) a school has not been accredited by the board of public 
education, the regularly enrolled, full-time pupils attending the 
nonaccredited school sha±± may not be eligible for average number 
belonging calculation purposes, nor will an average number 
belonging for the nonaccredited school be used in determining the 
foundation program for SYGA the district. 

f4+ ~ When 11th or IJth grade stYdents are regylarly 
enrolled on a part-time basis, high sohools may oaloYlate tRe ANR 
to inolude an "eqYivalent ANQ" for those stydents. An "equivalent 
ANB" must be calculated for pupils enrolled in a kindergarten 
program established under 20-7-117 or any other approved part
time school program. The method for calculating an equivalent 
ANB sRall must be determined in a manner prescribed by the 
superintendent of public instruction. " 

This last section includes changes from the HB 575 version to 
account for student absenses on enrollment count days. 

PIR days could be added into the funding formula by adding 1/180 
of the ANB funding for a school for each FIR day approved. 



School Funding Proposal 
13-Mar-89 

Expenditure Base to be EqlHlli zed 
.1987-1988 School District Trustee n .. ports 

.. 

.. 

.. 

.. 

General Fund 
Retirement 
Comprehensive Insurance 
Transportation 
Bus Reserve 
Non-operating 

Total Expenditure Base 

Direct State Appropriation 
Allowable Special Education Costs 
Allowable Transportation Costs 

Total Direct Appropriation 

Foundation and Retirement 

Equalization tfech;mism 

$33.862 
17.821 

$445.851 
52.724 
10.620 
28.436 

1.860 
0.029 

$539.520 

$51. 683 

$487.837 
------------------

85 % equalized through schedlJles & retirement $414.661 
15 % equalized through permissive 73.176 

Total Foundation and Permissive $487.837 
------------------

-

.. 

EXHIBIT. __ 2-_ ....... _ 
DATE. "-li -fJ 
HB ____________ __ 
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MEMORANDUM 

To: Scott Seacat 

From: Jim Gillett, Wayne Kedish, Vickie Rauser 

Date: March 10, 1989 

Re: Amendments to SB 203, gray copy, 

You requested that we prepare suggested amendments to SB 203, gray 
copy, to mitigate the effects that under collection of County 
Equalization Aid revenue may have on school districts ability to 
fund their foundation program budget. The suggested amendments are 
as follows: 

Page 80, following line 17. 

Insert: "(c) If revenue from the basic levy prescribed 
by this section, when combined with the other revenues 
from subsection (2) of this section, is insufficient to 
fully fund the percentage determined in 20-9-347(1)(b), 
and the county is eligible for an apportionment of state 
equalization aid as provided in 20-9-347(1) (c), the 
county superintendent shall notify the superintendent 
of public instruction of the deficiency. The 
Superintendent of Public Instruction shall increase the 
state equalization aid payments to the schools in the 
affected county to offset the deficiency. In no case 
shall payments under this subsection allow a county to 
receive foundation program funding in excess of the 
amounts provided by law." 

Page 83, following line 7. 

Insert: "(c) If revenue from the basic levy prescribed 
by this section, when combined with the other revenues 
from subsection (2) of this section, is insufficient to 
fully fund the percentage determined in 20-9-347(1)(b), 
and the county is eligible for an apportionment of state 
equalization aid as provided in 20-9-347(1) (c), the 
county superintendent shall notify the superintendent 
of public instruction of the deficiency. The 
Superintendent of Public Instruction shall increase the 
state equalization aid payments to the schools in the 
affected county to offset the deficiency. In no case 
shall payments under this subsection allow a county to 
receive foundation program funding in excess of the 
amounts provided by law." 


