EXHIBIT B

DATE J 20/2.008

HB

Office Of Public Instruction ' _ 09-Loc Wcaton Ac

Program Proposed Budget
The following table summarizes the executive budget proposal for this program by vyear, type of expenditure, and source
of funding.

Program Proposed Budget
Base PL Base New Total PL Base New Total Total

Budget Adjustment Proposals Exec. Budget Adjusiment Proposals Exec. Budget  Exec. Budget

Budget Item Fiscal 2004 Fiscal 2606 Fiscal 2006 Fiscal 2006 Fiscal 2007 Fiscal 2007 Fiscal 2007 Fiscal 06-07
FTE 0.00 0.00 0.00 000 000 0.00 0.00 0.00
Operating Expenses 1.824 176 ] 2,000 176 0 2,000 4,000
|i.ocal Assistance 509,964,988 8,462,265 2,170,593 520,597,846 13,895,729 3,090,015 526,950,732 1,047,548.578
Grants 119,604,611 14,082,528 85,000 133,772,139 21,003,299 85,000 140,692,910 274,465,049
Total Costs $629,571,423 522,544,969 §2,255,593  $654,371,985 334,899,204 §3,175,015  $667.645,642  §1,322,017,627
General Fund 509,632,139 8,470,114 2255593 520,357,846 13,903,578 3175015 526,710,732 1,047,068,578
|State/0ther Special 750,000 0 0 750,000 0 4] 750,000 1,500,000
Federal Special 119,189,284 14,074,855 0 133,264,139 20,995,626 4] 140,184,910 273,449,049
Total Funds $629,571,423  §22,544,969 §2,255,593  $654,371,985 534,899,204 83,175,015 5667% $1 222i017i627

Program Description

The Local Education Activities program is used by OPI to distribute various state and federal funds to local education
agencies.

Program Highlights
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Funding
The following table shows program funding, by source, for the base year and for the 2007 biennium as recommended by

the executive.

Program Funding Table
Local Education Activiti

Base % of Base Budget % of Budget Budget % of Budget

Program Funding FY 2004 FY 2004 FY 2006 FY 2006 FY 2007 FY 2007
01100 General Fund £ 509,632,139 80.9% 520,357,846 . T79.5% $526,710,732 78.9%
02402 Traffic & Safety Education 750,000 0.1% 750,000 0.1% 750,000 0.1%
03170 Grant Clearance Discretionary 119,189,284 189% _133264.139 20.4% 140,184,910 21.0%
Grand Total $ 629,571,423 100.0% $654,371,983 100.0% § 667,645,642 100.0%

The following Figure provides a more detailed summary of the executive’s recommendations.
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Figure 3

Distribution to Schools, General Fund, State Special, and Federal Funds

Base PL Base PL Base New
Budget Adjustments Proposals Total Adjustments Praposals Total
Description 2004 Fiscal 2006 Fiscal 2006 Fiscal 2006 Fiscal 2007 Fiscal 2007 Fiscal 2007
General Fund
Direct State Aid $275,803,071 $6,061,843 $0  $281,864,914 $9,499,752 30 $285,302,823
GTB - School General Fund 102,899,850 1,733,881 122,047 104,755,778 1,534,189 228,581 105,662,620
GTB - Scheol Retirement 23,585,922 -2,067.820 0 21,518,102 -1,357,211 0 22,228,711
$chool Facility Reimbursement 8,270,735 140,558 1,000,000 9,411,293 140,558 1,000,000 9,411,293
Special Education 34,867,755 1.535,812 763,546 37,167,113 1,535,812 1,576,434 37,980,001
Transportstion 12,042,550 160,000 0 12,142,550 200,000 0 12,242 550
Instate Treatment 778,794 196,102 0 974,895 196,102 0 974,896
Secondary Vo Ed 715,000 0 285,000 1,000,000 0 285,000 1,000,000
Adult Basic Ed 275,000 0 0 275,000 0 0 275,000
Gifted & Talented 142,151 7,849 85,000 235,000 7.849 85,000 235,000
School Food 648,653 0 0 648,653 4] 0 648,653
Other 144,100 7.256 1] 151,356 §0,270 0 154,370
HB 124 Block Grants 49,458,558 134,633 2 S0213.1H L136,237 0 30,504,815
Total General Fund $509.632,139 $8.470,114 32,255,593  $520,357.846 $13.903,578 $3,175,015  §526,710,732
State Special Revenue
Traffic Safety Distribution $750,000 s $0 $750.000 50 50 £750.000
Total State Special $750,000 $0 $0 $750,000 : $0 $0 $750,000
Federal Special Revenne
Federal School Foads Programs 320,645,534 $3,700,000 50 $24,355,534 $6,150,000 30 $26,805,534
ESEA - Title 1 41,837,295 500,000 0 42,337,295 500,000 0 42,337,295
ESEA Title II - Teacher & Principal Training 15,684,664 675,000 0 16,359,664 675,000 0 16,359,664
ESEA Title IIl-Language Acquisition 514,494 [i] (] 514,494 1] 1] 514,494
ESEA Title IV Drug Free & 21 st Cent Schools 4,304,061 2,200,000 0 6,504,061 2,200,000 0 6,504,061
ESEA Title V & VI - Innovative Ed & Rural 2,199,786 ] 0 2,199,786 a 0 2,199,786
ESEA Title X - Ed of Homeless Children 173,500 a 1] £73,500 0 173,500
IDEA 27,706,176 6,999,855 0 34,706,031 11,470,626 0 39,176,802
Adult Basic Education 1,239,214 0 0 1,239,214 0 0 1,239,214
Carl Perkins 3,135477 0 0 3,135,477 0 0 3,135477
Learn and Serve Montana 30,462 0 0 30,462 0 0 30,462
Emergency School Renovation 312,804 0 0 312,804 0 0 312,804
Reading Excellence 1,395816 0 0 1,395,816 0 4] 1,395816
Total Federa! Special $119,189.784 $14,074,855 $0_ $133,264,139 $20,995,626 B0 $140,184.910
Funding
Total General Fund $509,632,139 $8,470,114 $2,255,593  $520,357,846 $13,903,578 $3,175005  $526,710,732
Total State Special 750,000 0 0 750,000 0 0 750,000
Total Federal Special 119,189,284 14,674,855 0 133,264,139 20,995,625 0 140,184,91¢
Total Distribution to Public Schools $629.571,423 322,544,960 32255503  $654.371.085 $34.806.204 $3,175015  $667,645,642
Statutory Appropriations
Guaraniee Account - Interest & Income 347,257,759 $619,241 $0 $47,877,000 $441,241 50 347,699,000
Guarantee Account -Timber (HB537) ] 1,700,000 44 1.200,000 1,700,000 0 L.7%0.000
Tota! Statutory Sﬂhzﬂ,'.’SD %‘94-241 30 &977,000 $2i 14 li24] 30 $49,399,000
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Present Law Adjustments

The "Present Law Adjustments" table shows the primary changes to the adjusted base budget proposed by the executive.
"Statewide Present Law" adjustments are standard categories of adjustments made to all agencies. Decisions on these
items were applied globally to all agencies. The other numbered adjustments in the table correspond to the narrative

descriptions.
FPresent Law Adjustments
Fiscal 2006 -Fiscal 2007
General State Federal Total General State Federal Total
FTE Fund Special Special Funds FTE Fund Special Special Funds
DP 1 - K-12 BASE Aid
0.00 5,727,904 0 o 5,727,504 0.00 10,676,730 0 Q 10,676,730}
DP 5 - Special Education Increase to FY 2005 level :
0.00 1,535,812 [¢] 0 1,535,812 0.00 1,535,812 0 0 1,535,812
DP 19 - Transportation Aid - Increased State Obligation
4.00 100,000 0 0 100,000 0.00 200,000 [} (] 200,000
DF 20 - School Facility Reimbursement
0.00 140,558 0 0 140,558 0.00 140,558 a 0 140,558
P 22 - School Block Grants
0.00 754,633 0 0 754,633 0.00 1,136,257 0 (] 1,136,257
F 23 - School District Audit Filing Fee
0.00 7.256 o 0 7.256 0.00 10.270 1] 0 10,270
P 25 - Biennial Appropriations
0.00 203,951 0 0 203,951 0.00 203,951 4] ¢ 203,951
P 28 - Increasing Federal authority to anticipated level
0.00 0 0 14,074,855 14,074,855 0.60 4] 0 20,995,626 20,995,626
Total Other Present Law Adjustments
0.00 58,470,114 56 514,074,855  $22,544,969 0.00 313,903,578 50 520,995,626 534,899,204
Grand Total All Present Law Adjustments $22,544,969 $34.809,204

DP 1 - K-12 BASE Aid - This request is for funding for the K-12 BASE Aid present law adjustment as defined by
Section 20-9-326, MCA and adjusted for available guarantee fund revenue, It includes inflation on the basic and per-
ANB entitlements and changes in enrollment. The inflator for FY 2006 (calculated using CPI-Urban indexes for July
2000 and July 2003) is 2.10 percent. The inflator for FY 2007 (calculated using CPI-Urban indexes for July 2001 and
July 2004) is 2.19 percent. ANB (number of students) are anticipated to decline 1.5 percent in FY 2006 and 1.2 percent

in FY 2007.

An anticipated increase in the guarantee fund revenues of $0.6 million in FY 2006 and $0.4 million in FY 2007 offset
increases in general fund by a like amount. The net increase in general fund cost is $5.7 million in FY 2006 and $10.7

million in FY 2007. The total $16.4 million is a biennial appropriation.
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o Avemge Number Beloug_g (ANB) in. Memana Schools 5
Percent doo Petvent o Percent e

Fiscal Year Elemcmary- " Change ng!: School Change ~~~ Total ~ ~~ Chanige |
“Actual & Present Law ’ .
1994 111,507 45,403 156,910 . o
1995 + 114,735 2.9% 47,891 5.5% 162,626 3.6% i
1996 114,697 0.0% 49,043 24% - - 163,740 0.7% |

P 1143093 0 .o, 280 - . 164,679

99465 50003 -0, : 8
WEIBE - 13% 49466 0 1% 7682
96,212 ! | ; 3% 45514

85,110 . . 143,114

8 LID
COMMENT

ANB decimes of 1 5 pereent in fiseal 2006 and 1.2 percent in fiscal 2007, resultmg in blenmal Base Ai : vm'
- of $11.9 million o

e *"“Inflation applied to the Basic and Per-ANB entitlements in both elementary and high school of 2.1 percent m
: FY 2006 d 2 15 percent in FY2007 resulting in blcnmal increases m Base Ajd spendmg of $29 million -

. .amount mqmred by the general fund is reduced
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} 1ED
| < (l\l\ll N

Fund and DeGlSIOIl Packagg'Nmnberff L
E Fisesl 2006 " Fiscal 2007

.ReduclwnDuerwerANB ' ($3380,356)  (38,48L,001) ($11861357) ]
‘Inflation Adjustrent (2.1% - FY06; 2.19% FY0T) 9,554956 19,429,308 28,984,264

- BASE-Aid Dug 1o Spec Ed Present Law Adjustment 172,545 169,664 342,209
. Adjustment for Higher Common School Revenue (619.241) (441241) | (1,060,482
Base e RIEEM | SW8TeT0  Sisdoded

,}mmmadiﬁrhm;
ToulGeneralmmd e T e Rt

w Pr : - Fiscal 2006 Fiscal 2007 " * - Biennium
General Fund : ’ N
. Base Aid'Changes : _ I R T
DPO6 . BASE Aid Due to Spec Ed Incresse §122,047 $228,581 . -$350,628
1,576,434 2,339,980

Specml Education Incrcase 763,546

B SuuSpendhghtheMgenerﬂﬁmdmbudset .
" BASE Akl in the Guarantee Fung g
Total State Spmﬂiug on K~12 mm

' The executive revenue projections for common school revenue available for Base Aid in the guarantee fundarc$69
- million below those adoptcd by the Revenue and Transportanon Intenm Committee (RTIC) on November 16, 2004.

There is a possﬂnh that revenue estimates for guarantee revenues for BASE Aid are overstated :
~may be necessary that will reduce the estimates. At i issue is.the potential reduction in capital gains income from the .
of bonds, LFD staff is researching thlS issue and, if necessaxy, will. recommcnd HJR 2 amendments to the appropnate

tax commx’etee _

DP 5 - Special Education Increase to FY 2005 level - Special education services to students with disabilities. - State and

federal laws require schools to provide these services. The Individuals with Disabilities Education Act (IDEA) includes
a provision in 34 CFR 300.154(b) that requires state maintenance of fiscal effort. If state appropriations decline from
one year to the next, federal funding to the state is reduced doliar for dollar to the amount of the reduction in state funds.
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The amount of special education dollars spent in FY 2004 was $34,900,310, and the amount appropriated for FY 2005
was $36,436,122 for a difference of $1,535,812 per year. This is the amount added to the base special education
appropriation for fiscal 2006 and 2007. This is a biennial appropriation.

DP 19 - Transportation Aid - Increased State Obligation - An increase in the state obligation for school district on -
schedule transportation costs is anticipated to increase by $100,000 in each year of the next biennium. Increased costs
are primarily due to changes in the number of bus miles and the size of the buses approved by the county school
transportation committee. This is a biennial appropriation.

- This request provides additional funding for district on-schedule transportation costs so claims can
~ be paid as required by law. The request is to establish the 2007 biennial appropriation for state

transportation aid payments at the 2005 biennium appropriated amount of $24.2 million -plus
_ $100,000/year. Several things, including i increases in: bus suzes, mcreases m the number of bus
"led, mcmasesﬁ‘ the-number of i 'dlmdual contracts, a : iati

B LD
B COMMENT

DP _20 - School Facility Reimbursement - To promote safe school facilities and as a measure of taxpayer faimess,
Montana has established a statutory formula for providing state payments to low property tax wealth school districts to
assist with debt service payments on school bonds. The state school facility reimbursement expenditure in the base year
was $8,270,735. In FY 2005 the amount available to distribute is $8,411,293, for a difference of $140,588 per year.
The increase to the FY 2005 level is a present law adjustment. This is a biennial appropriation.

DP 22 - School Block Grants - 20-9-630 and 632, MCA provides for an annual 0.76 percent increase in the county
transportation and school district block grants. These block grants originated from HB 124 of the 2001 legislative
session and are intended to replace former local sources of revenue to school districts with state general fund. This is a
biennial appropriation,

DP 23 - School District Audit Filing Fee - This increase in general fund authority for school district audit filing fees of
$7,256 in FY 2006 and $10,270 in FY 2007 would allow OPI to pay school district audit filing. Payment of this fee from
OPI to the Department of Administration is required by 2-7-514(2), MCA. This increase assumes school district
revenues will increase 3 percent each year. Base year expenditures are $144,000. This is a biennial appropriation.

DP 25 - Biennial Appropriations - This $203,951 per year present law adjustment establishes biennial appropriations in
each vear at half of the amount appropriated for the 2005 biennium. In the base year each of these appropriations spent
less than half of the biennial appropnatlon The increase maintains the present law amounts. The biennial appropriations
include:

Instate treatment - $1,949,792

Secondary Vo-ed - $1,430,000

Adult Basic Ed - $550,000

Gifted and Talented - $300,000

School Foods - $1,297,306

DP_28 - Increasing Federal authority to anticipated level - This $35 million biennial adjustment in federal spending
authority for grant awards currently administered by the Office of Public Instruction adjusts appropriations to the
anticipated level of federal revenue. This is 2 biennial appropriation.
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The ﬂgm'e below shows the purposes for whlch the increased federal authonty is expected A
i i der fodsprogram andm_‘ 3

Fecieral G-rant Awards
-;:_ L ) Present Law Adjustmmts PRI
...... [ : T : ’ ’ R B incmaseJDecr&&sa

-ropportumnes_ 'for_ _ ch11dren, 1" Programs Incressed Base 2004 Fiscal 2006 . Fiseal 2007, |1
articularly: stodents who att Tndividuals with Disabilitics Education Act, Part B $26,320,546 36,999,855 $11,470,626. |

}1;1 Heiary” siucents 1 le“d Title IV, Part B - 21t Century 2764679 2,200,000 2200000 |
gh-poverty . o and. JOW= |- Child Nutrition - School Lunch . 16,060,616 2,200,000

The__ Child Nutrition - School Lunch 3,838,161
. -§ - Child Nutrition - School Lunchi - ' -' :
o ::TnleI[,PmB - Math Saience -

'sarwees m the farmhes of: parnclpaung ehxldren

New Proposals
ew Proposals
Fiscal 2006 Fiscal 2007
General State Federal Total General State Federal - Total
Program FTE Fund Special Special Funds FTE Fund Special Special Funds
P 6 - Special Education Increase
0% 0.00 885,593 0 0 885,593 0.00 1,805,015 0 0 1,805,015
DP 21 - Additional School Facility Reimbursement
09 0.00 1,000,600 0 0 1,000,000 0.00 1,000,000 0 0 1,000,000
DP 50 - Additional funding - Gifted and Talented
09 0.00 85,000 0 0 85,000 0.00 85,000 0 0 85,000
DP 51 - Additional funding - Career & Technical Education
09 0.00 285,060 0 1) 285,000 0.00 285,000 Q 0 285,0004
Total 0.00 $2,255,593 $0 $0 $2,255,593 0.00 $3,175,015 $0 $0 §3,175,015

DP 6 - Special Education Increase - In addition to the amount appropriated in FY 2005, the executive is recommending
that the inflationary adjustment provided in Section 20-9-326, MCA be applied to special education funding as well as
basic and per ANB entitlements. The inflators used are 2.10 percent in FY 2006 and 2.19 percent in FY 2007. The
additional general fund requirement is $2.8 million in the biennium. This is a biennial appropriation.

§ LD
[ CONDMENT

s _ mandatory property taxes. The GTB increase is expected to be $0. 4 m1lhon for the blenmﬁin The
sum of these amounts is shown in the table above, C

DP 21 - Additional School Facility Reimbursement - In addition to the present law increase provided for school facility
reimbursement, the executive recommends an additional $1 million in each year of 2007 biennium to be distributed to
school districts for school facility bond payments. As additional bonds are passed throughout the state additional state
support is needed to keep the proration of eligible costs close to 100 percent. This is a biennial approptiation.
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The school famllty appropriation subsidizes debt service on the bonds districts i mcm' for the construction of
] . It is distributed to schools inversely, relative to taxable value wealth per ANB. ;
not enough to fully fund all ehg1bic distrxcts then. the amount ¢ cei
1 : \

DP 50 - Additional funding - Gifted and Talented - This proposal adds $85,000 general fund per year to the current
gifted and talented block grant of $150,000 per year. These funds are used to provide a small amount of earmarked
funds for the gifted and talented programs in schools. Most gifted and talented funding services are provided by the
district general fund budgets. This is a biennial appropriation.

CONMMENT

ecn 1994 and 2004 This program is. equmed by

DP 51 - Additional funding - Career & Technical Education - This request increases the state Vocational-Education or
Career and Technical Education allocation from $715,000 to $1,000,000 general fund per year, The requested funding is
to support Career and Technical Education programs to keep pace with the nature of student needs for the needs of
today's technical economy. This is a biennial appropriation.

i
COMMENT

;;éliocation_:s distributed among 173 schools and serves 490 CTE Programs. e TR
he executive allocated $250,000 in federal Jobs and Growth reconciliation Act monies to be distributed 10
secondary Vo-ed. This money was distribuied to schools in FY 2004, ' ' . 0

Language
All revenue received in the state traffic education account for distribution to schools under the provisions of 20-7-506

and 61-5-121 is appropriated as provided in Title 20, chapter 7, part 5. This appropriation may not exceed $1 million a
year.

The office of public instruction may distribute funds from the appropriation in item (Instate Treatment) to public school
districts for the purpose of providing for educational costs of children with significant behavioral or physical needs.
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