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FISCAL NOTE

Bill #: SB0177 Title:  Revise ANB funding
Primary Sponsor: Ryan,D Status: As Introduced
Z vJ”
Sponsor signature — Date David r, Budget Director Date
Fiscal Summary
FY 2006 FY 2007
Difference Difference
Expenditures: :
General Fund $29,835,951 $0
Revenue:
General Fund : $0 , $0
Net Impact on General Fund Balance: - ($29,835,951) $0
[X]  Significant Local Gov. Impact [XI Technical Concemns
. [[1 Included in the Executive Budget [] Significant Long-Term Impacts
[[] Dedicated Revenue Form Attached Needs to be included in HB 2
Fiscal Analysis
ASSUMPTIONS:

1. SB 177 applies only to FY 2006 public school funding.
2. The average number belonging (ANB) in K-12 public schools under present law and SB 177 would be as

follows: :
Present Law SB 177
K-6 ANB 71,263 73,026
7-8 ANB 24,958 25,229
0-12 ANB 49.363 49,786
Total ANB 145,584 148,041

3. SB 177 increases both the FY 2005 elementary per-ANB entitlement and the FY 2005 high school per-
ANB entitlement by $250 for FY 2006. The basic and per-ANB entitlements will be set as follows:

EFY 2005 FY 2006

Basic entitlement EL $19,859 " $19,859

Basic entitlement HS $220,646 $220,646

Per-ANB entitlement EL $4,031 $4281

 Per-ANB entitlement HS $5,371 '$5,621

. Direct State Aid Percentage 44.7% 44.7%
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Fiscal Note Request SB0177, As Introduced
- (continued)

4, SB 177 allows districts to use either the current year ANB or the 3-year ANB provided in 20-9-311. This .
fiscal note is based on “the current year ANB or the 3-year ANB provided in 20-9-311" whichever is
highest.
The statewide taxable valuations will increase by 2.5 percent in FY 2006.
6. Under current statute direct state aid will be $322.38 million in FY 2006. Special education payments will
be $36.4 million in FY 2006.. Guaranteed tax base aid to schools will be $102.03 million in FY 2006.
7. SB 177 does not affect the state special education appropnanon which has been estimated at the FY 2005
amount.
8. Under SB 177, direct state aid will be $344.39 million in FY 2006. Guaranteed tax base aid paid to
schools will be $110.26 million in FY 2006.

wn

FISCAL IMPACT:

FY 2006 FY 2007

Difference Difference
Expenditures:
Local Assistance $29,835,551 : $0
Funding of Expendifures:
General Fund (01) $29,835,951 _ 30
Revenues:
Net Impact to Fund Balance (Revenue minus Funding of Expenditures): - .
General Fund (01) ‘ ($29,835,951) $0

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:
School districts will respond to SB 177 in three ways. Many districts will increase general fand spendmg,
others will provide property tax relief. Some districts will combine the two approaches.

o Districts that are currently spending at the BASE budget level will be required to increase spending
and local property taxes to achieve the new BASE level.

» Increases in property taxes to support the over-BASE portion of school district budgets will require
voter approval.

e Property taxes over the Maximum budgets will be reduced by this proposal.

TECHNICAL NOTES:

1. Difficulties in implementing SB 177 by July 1, 2005, may occur in several areas including: a.) the time
frame will be short for programming budgeting tools that allow districts to budget to their best advantage;
and b.) voting requirements for budget election deadlines may have to be legislatively adjusted.

2. Implementation to the Montana Automated Education Financial and Information Reporting System
(MAEFAIRS) for a one-year program will be very time consuming.

3. Using the highest ANB between current year ANB or the 3-year ANB is not always the highest
entitlement for the school district. 20-9-306(c) states: “the prorated entitlement for each elementary o
school district or K-12 district elementary program with an approved and accredited juntor high school or .

.2 -



Fiscal Note Request SB0177, As Introduced
(continued)

middle school, calculated as follows using gither the cwrrent vear ANB or the 3-year ANB provided for in
20-9-311,". Ttis unclear which ANB will be used.
4. SB 177, Section 2, 20-9-311(10)(a) states “After calculating a district’s basic entitlement and total per-
 ANB entitlement using the 3-year ANB, the calculation must be used for general fund budgeting and
funding purposes for school districts in existence for 3 years or more.” This conflict with #3 that states
“gither” ANB can be used.

5. Section 3 of SB 177 pertains to anticipated enrollment increases and will have no fiscal impact on the bill.
However, the language in 20-9-314(3)(2) and again in (5) interchange the terms “enrollment” and “ANB”
in a manner that is not clear. Using 3-year ANB should only pertain when 3-year ANB was used for

" budgeting and the bill eliminates the language to determine percentage increase using estimated and
current enrollment numbers if 3-year averaging was not used. If this language is left in the bill, it would
effect years following FY 2006 when the 3-year ANB is no longer being used. SB 177 would not require
any changes to 20-9-314, MCA.

6. Providing SB 177 3-year averaging to schools for only FY 2006 raises questions as to how schools will
adapt in FY 2007. If 3-year averaging is used for budgeting purposes in FY 2006 it could provide a
higher budget and revenues in that fiscal year, but the districts budget would potentially fall to much lower
levels in FY 2007 when they are then using current ANB, which might be significantly lower than the 3-
year average ANB.
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