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Negative Té;rﬁary Equalization Aid _- (DPI -- General School Aid)

'CURRENT LAW :

Equahzatmn Axd Formuia The current three»ticred cost shanng formula was enacted in

1995 Act 27 and first applied to equalization aid paid in 1996-97. The equalization aid formula is
calculated using school district mcmbership, shared costs and equalized valuation data from the
prior school: year : - e

Membersth is the suin of (1} the average’ of the num’oer of pupﬁs enrolled on the third
- Friday in-September and the second Friday in January of the previous school year;-and (2) the
number-of full-time equivalent pupils enrolled in an-approved summer school program during

© . the summer prior to the counted year.: Special provisions apply for determining membership for -

" -:pupzls enrolled in kindergaz‘ten and preschool programs. Oniy pup:ls who are resuients ofa -

school district are counted in that district’s membership.

Shared costs are school district expenditures that are aidable through the equalization aid
formula. Shared cost is determined by subtracting certain deductible receipts from the gross cost
of a district’s general fund for operating costs and its debt service fund for expenditures for long-
term debt retirement. The major deductions are: (1) state categorzcal aid; (2) federal aid; and (3)
local, non-property tax receipts such as ticket sales, student fees and interest earnings. These
items are deducted because they represent costs that have already been offset by revenue sources
other than the property tax or state general aids. :

Equalized valuation is the full market value of taxable property in the school district as
determined by the Department of Revenue as of January 1 of each year. Equalized valuations
are used not only to calculate equalization-aid but also to apportion the property tax levy,
including the school levy, to individual municipalities. >
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Guaranteed valuations are the amount of property tax base support that theistété g;izamntees
behind each pupil. There are three guaranteed valuations used in the equalization formula that are
applied to three different cost levels.

Primary Guarantee. The first tier is for shared costs up to the primary cost ceiling of $1,000
per member. State aid on these primary shared costs is calculated using 2 statutory guaranteed
valuation of $2,000,000 per member, and is based on a comparison of the school district’s equalized
valuation per member to the $2,000,000. State aid equals the amount of costs that would be funded
by the missing, portion.of the guaranteed tax base. Every district receives at least the primary aid
amount; primary aid cannot be reduced by negative aid generated at the secondary or tertiary aid
levels.

Secondary Guarantee. The second tier is for shared costs that exceed $1,000 per member but
are less than the secondary cost ceiling, which is equal to $6,285 per member in 1998-99. The
secondary cost ceiling is adjusted for inflation annually. The state’s sharing of secondary costs is -
calculated using the secondary guaranteed valuation. The secondary guarantee is not set statutorily,
‘but is allowed “to float to a-level that fully distributes the -available amount of fundmg for
equahzanon axds In 1998 99 the secandary guarantaed valunation is 8676 977. :

Temarv Guarantee. The third tier is for shared costs that exceed the secondary cost celhng of
$6,285 per member. State aid on tertiary shared costs is calculated using the statewide average
- equalized valuation per member, which is $263,246 in 1998-99. If a school district’s tertiary aid is
" negative, this amount is deducted from its:secondary aid. As noted above, if the sum of a district’s
secondary and tertiary aid is negative this amount is not deducted from its primary aid amount. The

changes in pmper{y value and enroliment It is set at an amount Jower. than the secondary
guarantee so that the state’s share will be lower on costs above the secondary cost ceiling.

GOVERNOR

Mamtam the current threemtzered equahzat;on aid farmula and two-thirds funding of
partial school revcnuf:s

DISCUSSION POINTS

1.  School districts can be placed in one of five equalization aid categories depending on
their per member costs andvalue. Attachment 1 outlines these five categories and provides-a table
that summarizes 1998-99 data, based on October 15 estimates, regarding the number of school
districts in each particular category of equalization aid. :

2. The equalization aid formula operates under the principle of equal tax rate for equal
per pupil costs, or tax base equalization. In pure form, this means that a school district’s property
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- tax-rate does: not-depend-on-the property. tax base ofthe district, but'rather depends on the level
- of costs. Simply- stated, there :is -an inverse:relationship between equalization aid and property
valuations; those districts with low, per pupil property valuations receive a larger share of their
costs through the equalization formula than districts with high, per pupil property valuations. The
' purp@se of ‘this policy. is to minimize the differences among school districts’: abilities to raise

- TEVEnue: for educational programs : S Ll R SR

3 --To:thas .end,..ihﬁ mrtlary level of the.equalization formula is‘intended. to serve two
-purposes.: First, it serves as ‘a disincentive: for. higher spending levels by causing districts to
- receivesaid at ' much lower levels for:costs incurred-above the secondary cost.ceiling, or lose aid
attributable tothose costs if a district’s per member equalized value is greater than the tertiary
guarantee. Second, it-attempts to narrow the per pupil'spending disparities among school districts
by red:xstnbutmg aid to dlstrzcts that spend at lower ieve}s

4 }Zn 1998-99 appz‘ox;mately $98 5 mﬂlion in cquahzatlon aid is redlsmbuted from high-

COSt; hlgh~vaiue school: districts to-low-cost, low-value districts'due to negative tertiary aid. - Of this
“total, $21.6 million is due tothe 18 primary-aid only districts whose negative tertiary aid more than
- offsets: their: posm’ve secondary ‘aid; and $76.9 million is"as a:-result-of the 104 districts: whose
: posmve secondary &Id is reduced: due to their negat;ve tertlary aid. SR :

Effect af Negative Tertlary Ald

5. A dlsmct ‘with tertiary costs whose equalized ‘value per member-is'between the
3 sccendary and teruary guarantees ($676 977 and $263 246 respecuvely, in 1998 99) wouid

secondary cost cellmg 1f 'such ‘a district- reduced its shared costs its state a1d wouid mcrease
because 1t wouid generate less nseoative a1d ' :

6. In 1998 99 a total of 104 gchool districts generate negatwe tertiary aid that offscts a

_ portzon of their p@sﬁive secondary aid. For. these schoo] districts, lower shared costs would reduce

: negatxve tertzary aid, which’ would i mcrease ‘the positive sccondary aid that the dzstncts receive. In

addition, 23 other dxstrzcts that currenﬂy havr: per member costs that are’ iess than $6, 285 could be

subject to negative tertxary aud to the' extent that any added sha.red costs would mcreasc thexr per

' '_member costs above $6. 285 Fmalfy, _there are 18 d1stncts. wﬂ:h negat;ve tertzary aad t,hat more than

~ offsets their posmve secnndary aid, and therefore, are przmaJy zud only districts.” Scme of these 18

school districts could benefit from lower shared costs, if temary costs couid be reduced to such a
N degree that thezr posmve secondary aud exceeded the;r negatlve temazy aad

a0 Aitachmem 2 shows an example (}f a hypothetzcai schooi dlsmct whose posmve
secondary aid exceeds its negative tertiary aid. The district has shared costs of $7.000 per member,
which is above the secondary cost ceiling of $6,285 per member; therefore, the district's equalized
value BT compared 1o the primary, secemdary and te:mary gua.rantﬁed valuau()ns in calculating its
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~equalization aid. -Since the district’s valuation per member ($350,000) is between the secondary and
“tertiary guarantees, the :district receives positive .aid at the pnrnary and. secondary levels and
' nega‘uve azd at the temary level.: K : : : : :

As presented in Attachment 2,-for 1998- 99 the district receives aid: for 82.5% of its:costs at
the primary level, due to the $2,000,000 equalized value per member used in-calculating primary
aid. At the secondary level, the district receives aid for 48.3% of its secondary shared costs, based
on ‘a comparison of its valuation per member with the secondary guarantee. Finally, at the tertiary
Tevel, the district receives aid of -33.0% of its tertiary shared costs, based on a‘comparison of its
- valuation per member with the tertiary guarantee. The district will receive $825,000 for-its primary
-costs, $2;552:632 for its secondary costs and -$235,632 for. its tertiary costs, for a-total of
$3,142,000 in equalization-aid in:1998-99, wluc:h represents 44. 9% of its-shared costs. . -~ -

-8, . Attachment 3-illustrates the asclated effect of reducmg the - shared costs of the. -
: hypotheucal district dlscussed above by $400,000, for total shared costs of $6.6 million rather than '
- §7.0 million, The district’s tertiary costs would be reduced from $715; 000 to $315,000. Under this
« “example; the district’s primary and secondary aid -would remain unchanged; however, the distriet’s”
. tertiary aid would increase from -$235,632 to -$103;810. For-every $1,000 of tertiary costs that this
district could subtract from its shared costs, it would receive an additional $330 in equalization aid.
The district’s total equalization aid under this exampie would increase by 3131 822 to $3 273,822,
or 49.6% of its shared costs. : ;

Optxonal Deduction of Certain Shared Costs..

: 9 Many sch@ol dxstncts affected by. neganve ternary md behf:ve that the state should

| : -':ailow fer an eptzcnal deductmn of certain costs from the calculation of shared costs in order for’
. these schoal districts to be able w fund addmonal pl’D]ﬁCtS without a state: aid penalty. In January

1999, the Wisconsin Association of School Boards (WASB) }I)elegate Assembly adopted a
resolution that would allow school districts the option of including or excluding from the calculation
_of shared costs any costs assoc;ated w1th capxtal facilities construction or improvement.

. 10... _' A]though only 122 Gf the state s 426 schocl districts are sub;ect © negatzve tertiary
axd a majanty of the school board members rf.aprese:ntmar school dxstncts at the convenuon voted for
the . resoiunon Proponcnts of the resolution argue that the negat;vc tertlary aid feature of the
equahzauon aid formula makes it dxfﬁcuh 1o fmance needed capz:al 1mprovements for sc:hool
districts sub_;ect to nega{we temary aid. For this type. of schocl district, it may be difﬁcuit to secure
voter appmval of a boxmwmg referendum when voters leam that the property tax Ievy will have to
increase in following years, for example by $1.25or 5‘51 50 for every $1.00 of debt service, because
of the related reduction in state aid. Under the resolution, a school district could opt to exclude these
~ costs_from shared costs, so that there would not be any aid reduction and the property tax levy
~would only havc to mcrease by the amount af the debt semce costs of tha pro_;ect

1L School dastrn:ts subgect to negatwe temar"y aid argue that this feature of the state aid
formula makes it more difficult for them to pass referenda.” Attachment 4 outlines the ‘success
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rate of school district referenda offered from 1996 -through 1998. The referenda data in
Attachment 4 covers 1996 through 1998; however, the list of 122 school districts subject to
“‘negative tertiary aid under the State’s equalization aid formula is based on 1998-99 school aid
© factors only.” While it is unlikely that the’ eqnaizzatwn aid status of a given' school  district has
‘changed drastically ‘over the ;3ast three years, théere may be some: “districts “that are (}s:aly just
“sitbject to- negativc tertiary aid"in 1998-99"and may or may’ ‘not have been sub}ect 10 negative
tertiary aid‘in prevxous years. Of the 122 Schooi districts’ subject 1o negative teruary aid in 1998-
99, 43 chstracts daé not offer a referendum at any nme durmg }996 thrngh 3998 g

Based on the data avmlable the success rate of referenda offered by school districts subject
Cto necat;zvc temary md in 199&-99 (53%) versus ‘the snccess rate of referenda ‘offered by all other
) 'schoc)} dmtncts in the state (56%) does’ not dxffer sagmﬁaantly When calcuiated by the -dollar
amounts approved the success rate 1s the same (52%) “Because mfennatmn on the reasons a

' '-'referendum failed to receive the supporl: of the majorzty of voters ina’ given’ school dzstrzct 1§ not -

__ __'avallable, it is difficult to determine whether or not the state equailzanon aid statns of a schooi
"chstnct represented a ma}or factox m thc success or fmiure ef schooi dlstnct rcfer@nda e

--12.--' @pponents of ‘the’ resoiutmn argae that the: negatwe tertlary azd feature of the
equalization aid formula is functioning as intended under current law. By reduicing aid ‘for higher-
cost, higher-value districts, the aid formula acts as a disincentive to further cost increases that could
widen the spendmg daspaniy between’ schoo} districts. In addition, the aid Tost by these higher-cost,
"'_:hlghcrwvalue districts is redistﬁbnted under the formu}a to }ower-cost iower-value chstncts Wthh
o couid assmt those dzstncts m mcreasma thelr spendmg or reducmg thelr property tax ievaes o

A3; It is posszbia to caicuiate an example of the potenuaj 1mpact of | an a.itemat;ve that . .

- -‘would aliow school districts that generate negative tertiary aid fo exclude all debt service costs from

_ temary costs. Using mformatxon on 1997-98 shared costs that was used in calculaung eqaahzatzon '
“aid for 1998-99, an estimate can be made of how mi;zch md wouid have been redistributed if school
“districts coulcl have excluded the lesser of their net debt semce casts or’ then‘ temary costs. Based on

*"'this information, if thls altemanve had been in effect in 1998-99, it is estxmated that $20 7 million'of

~ general school aid would have been redistributed between school districts. A total of 62 higher-cost,
o "hagherﬁvalne districts would have received additional aid and 327 lower-cost, lower-value districts
would have lost aid. The aid received by the remazmng 37 schoe} dxstncts would have remamed
unchanged from current law.

o weuid be hrruted 10 debt service on bonds 1ssued pursuant 10 referenda appreved after the effective
date of the bill. chever, there is no way to estimate how much aid Wouid be redzsmbuted or how
- many districts would gain. or iese aid because any aid redistribution would depend (m ‘which

" referenda passed and how many bonds were issued that would be affected by thlS more hrmted

alternative.
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- Increase Secondary Cost Cealmg

15 An a.lternauve that may have fewer dlsequalmnv effects than aliowxng an optional
} deducuon for «certain shared costs would be .fo .increase the secondary cost ceiling to.a level
_equivalent to thﬁ total statewide shared costs divided by the total statewide membership. = This
- would increase the amount of shared costs that would: be aided at the secondary level and reduce the
‘amount of shared costs. that would be. alded at the tertiary level of the equalization aid formula.
Because districts: recewe a greater share of their costs from .the state at the secondary than the
tertiary aid level, many districts could be assisted by an increase in the secondary cost ceiling.

o 16 _ In 1998»99 the statemde shared cost per member is $6 763 and the secondary cost
_ cexlmg 18, $6,285 In 1998~99 84 schooi dmstncts have shared costs at or below the secondary cost
_'ceﬁmo and 196 districts have shared costs. at or below the statewide. shared cost per mcmbcr of
. 56,763, It could be argued that alfi costs at. or below, the statew;de shared cost per member should
; be ded at. thf: NOTe: BENErous secondary level and’ only if. cests exceed the statewide per pupﬂ '
ameuni should dlstncts be. panalwed with a lower, aid rate or negatzvc temary aid. Whﬁc ‘under
- urrent: law the secondary cost ceﬂmg is adjusted annualiy for inflation, it may be more consistent to- .
..tie the semﬂdary cost ceiling 1o the actual statewide costs per member, rather than to an inflationary
. increase from a base amount that is below the statew;de per pupil amount. :

; _ 1’7 On the o!her hand mcreasmg the secondaxy cost ccﬁmg would hampﬁr the cost
- controllmg cffects of the temary aid level and would divert state aid from schooi dzstncts wﬁh per
- pupil costs, belcw the current secondary cost ccﬁmg to d;stmcts wzi"h hxghcr ccsts Arguably,_
districts, such as those sabject to negative tertiary aid, should be encouraged to decrease their costs
o level closer to the current. secondary, cost ceﬂxng, rather than adjusnng the formula in such a

i way zhat Weuld'beneﬁt ha gher—c:ost sc:hooi cixstncts

18, It is yesszble to calculate an cxample of the potent;ai 1mpact ()f an alternatwc that
would equate the. secondary cost ceﬂmg to. the statewide sha.red cost per member. Based on data
uuhzed to. determma 1998-99 generai aids, an estimate can be made. of how much aid would have

_.-been mdzsmbuted if the. secondary cost: ceihng had been 1ncreased to $6 763 If this alternative had

beeni in effect in. 1998-99 an estimaxed $42.5 mﬁhon wou}d have been red;stnbuted -among scbeol '
_:dmtncts A total of 240 schoal dlsmcts would have gamed aad 147 wouid have lost aid and 39
would have been unaffected by this modification.

. Generally, aid would have been redirected from lower-cost, lower-value districts to higher-
_ cest hzgher—value dzsincts However hlgh-cost 1ow~va1ue distncis also would have gained state
aid, Addmcnaily, in eonjuncnon with an increase in the secondaxy cost cezhng, thc secondary
guarantee. would have ﬁoated from the current $676,977 to $625 980 which, in a companson of the

district equa'ilzed value per member to the secendary guarantﬁe wculd aid districts at a 1swer rate
on the secondary level.
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Maintain Current Law

19.  Finally, it may be beneficial to the tax base equailzamon goals of the school aids
formula to maintain the current practice of mcludmg all'debt service costs in the definition of shared
costs and retain the secondary cost ceiling at its current level with the annual adjustment for
inflation. Allowing a deduction from shared costs would benefit the school districts in the state that
have a greater advantage in rmsmg local revenue and wouid divert state aid from the school districts
in the state with the least ablhty to raise revermes 1o meet educaﬂonai costs Whﬂe increasing the
secondary cost ceiling would not include as many chseqlrcﬂxszsr outcomes, it may be desirable to
maintain the cost-controlling incentives of a lower-than-average-costs sc_:condax__"y cost ceiling

ALTERNATIVES

1L Beginnmg with equahzatwn aid paid in the 2000-01 school year, permit school
~districts to deduct from the calculation of shared costs, the lesser of total debt service costs from

sehool bmidmg rcferenda approved by voters after the effectwe date of the budget bill, or tertiary
CCOSESI T _ .

2. Beginning with equalization aid paid in the 1999-00 school year, equate. the
secondary cost ceiling of the equalization aid formula with the prior year statewide shared costs
_ divided by the prior year statewide membership. Delete the requirement that the secondary cost
- _ceiling be adjusted annually for inflation. . ;. : :

3. Maintain current law. .
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ATTACHMENT 1
" SCHOOL DISTRICT CHARACTERISTICS ACROSS THE STATE

) 1;' Posztwe Azd at the Przmary ana’ Secondmy Levels. These dlStl‘iCtS have prlmaxy “and
secondary costs enly a.nd an equaizzed value per member that 15 below the secondary guarantee.
' }}lsmctb in thzs categery wﬁl receive posmve aad at the pmmary and secondary }evels

T2 Positive “Aid at the Prz'mry, Secon_c_iary and Tertzary Levels. These districts have
primary, secondary and tertiary costs and an equalized value per member that is below the
secondary and tertiary guarantees. Dlstrlcts in thxs category will receive positive aid at the primary,
secondary and tert;ary 1evels o

: 3. Posztzve Przmary and Posrrwe Secondary Azd Exceedmg N,egazzve Terzzarjz Aid. These
districts’ havc _primary, secondary and tertiary «costs and ‘an equahzed value per member that is
between the secondary guarantee (5676 977) and the tertiary guarantee: ($263,246). Districts in this
category will receive positive aid at the primary and secondary ieveis and negative aid at the tertiary

' level. The positive secondary aid exceeds the negatxvc tertiary aid 50 that these dlStI}CtS recezve md
' -'that exceeds thezr pnmary aid amount : :

4. Przmary Aid Only sztcen of these districts have an eqﬁalxzed value permember that is
between the primary guarantee and: ‘the secondary guarantee, in which case they will receive positive
_ald at the primary level and negatwe aid at the secondary and terzfazy levels Eighteen other districts

int ﬂns category havc an equahzed value betwecn the secondary guarantee 4and the mmary guarantee L

* but their negative tertiary aid exceeds their positive secondary aid. Under the primary aid hold o
harmless, all 33 of these districts will receive their primary aid amount

5. . No Equalization Aid. There is one district in thzs c:ategory The Gibraltar School -
District has an equaixzed value per member that exceeds the pnmary aid guarantee, so that it
generates negative aid at the primary, secondary and tertiary aid. levels. As a result, it does not
receive any equalization aid, but does qualify for special ad}ustmem aid. Special adjustment aid is
additional general school aid to districts to either cushion the effect of reductions in general school
aid from one year to the next, commonly referred to as a “hold harmless” payment, or as an
incentive for school district consolidation. A district is guaranteed a specific percentage of its prior
year payment of general school aids, including equalization, integfation_ and special adjustment aid,
thus limiting a decline in general school aids.

The following table summarizes estimated 1998-99 data regarding the number of school
districts allocated into these particular categories of equalization aid.
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Senator Cowles

PUBLIC INSTRUCTION

Deduction from Shared Costs for 50% Debt Service or Tertiary Costs
[L.FB Paper #762]

Motion:

Move to provide that beginning with equalization aid paid in the 2000-01 school year, permit

school districts to deduct from the calculation of shared costs, the lesser of 50% of total debt service
costs from Schooi buﬂdmg referenda a@proved by voters after the effective date of the budget blll AT

or temary costs, -

Note:

Under current law, shared costs are school district expenditures that are aidable through the
equalization aid formula. Shared cost is determined by subtracting certain deductible receipts from
_ the gross cost of a district’s general fund for operating costs and its debt service fund for

: expenditures for long-term debt retirement. The major deductions are: (1) state categoncal aid; (2)
g federal aid; and: (3 local; non—propeny tax: receipts such as ticket sales, student fees e d interest -

i _"::ea,mmgs ’}"hese items are ‘deducted bﬁcause they represent costs that have already been bffset by:..:::.:f::.'._

revenue sources other than the propeﬁy tax or state general aids.

‘The third . tler uﬁder the: equahzatmn aid formula is for shared costs that exceed the.-_f._"

--sedondary cost ceiling of $6,285 per member. State aid on these tertiary shared costs is'calculated

using the statewide average equahzed valuation per member, which is $263,246 in 1998-99. If a
school district’s tertiary aid is a negative number, this amount is deducted from its secondary aid.
If the sum of a district’s secondary and tertiary aid is a negative number, this amount is not
deducted from its primary aid amount. The tertiary guarantee is tied to the average property tax
base per member to reflect statewide changes in property value and enrollment. It is set at an
amount lower than the secondary guarantee so that the state’s share of the costs will be lower on
costs above the secondary cost ceiling.

This motion would permit school districts to deduct from the calculation of shared costs,
the lesser of 50% of total debt service costs from school building referenda approved by voters
after the effective date of the budget bill, or tertiary costs, beginning with aid paid in the 1999-00
school year. This would reduce negative tertiary aid and redistribute equalization aid among
school districts, generally from lower-value, lower-cost school districts to higher-value, higher-
cost school districts,

Motion #818



MO#

BURKE
DECKER
JAUCH
MOORE
SHIBILSKI
PLACHE
{COWLES
' PANZER

GARD
PORTER
KAUFERT
ALBERS
DUFF
WARD
HUBER
RILEY

s

)
AYE __ /.- NO

Y A
¥ A
Y A
y A
Y A

,.f’¥" A

WON A

YPON A

Foao?

P
Y NS A
Y A
Y A
Y A
Y A
Y A
Y A
Y A

T -

i
%’w
[

zg ABS




School Districts by Category of Equalization Aid in _1_998-99

Numberof  Percent of B Percent of
Category - - Districts Districts  Membership  Membership
Positive Primary and Secondary -~ 84 1972% - 251,700 29.01%
Positive Primary, Secondary
and Tertiary 204 47.89 308,895 35.61
Positive Primary and Positive -
Secondary Exceeds Negative -
Tertiary 104 24.41 271,289 31.27
Primary Aid Only 3 775 34,927 4.03
No Equalization Aid 1 0.23 736 0.08

... Total . 426 100.00% 867,547 100.00%
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ATFTACHMENT 2
1998-99 Equalization Aid Calculation for "Positive Secondary Exceeds Negative Tertiary'

DISTRICT FACTORS

Total

L

Per Pupil
Membership 1,000 N.A.
Value : - $350,000,000 $350,000
.« Total Shared Cost $7,000,000 $7,000
Primary Costs $1.060,000 $1,000
" Secondary Costs - $5,285,000 $5,285
Tertiary Costs $715,000 $715
COMPUTATION
Primary Aid = [ 1 - 350000 X $1,000,000
2,000,000 T
I1- 017500000 X $1,000,000
' 0.82500000 X $1,000,000
Primary Aid = $825,000
Secondary Aid o= (01 - 350,000 X $5,285,000
676,977
AR S - 0.51700427. X $5,285,000
o 0.48299573 - X $5,285,000
Secondary Aid = $2,552,632
Tertiary Aid = [ 1 - 350,000 X $715,000
263,246
[ 1 - 1.32955487 X $715,000
-0.32955487 X $715,000
Tertiary Aid = -$235,632
SUMMARY TABLE
Tier Aid Amount Shared Costs  Aid as % of Costs .
Primary $825,000 $1,000,000 82.5%
Secondary 2,552,632 5,285,000 48.3%
Tertiary -235.632 715.000 -33.0%
Total $3,142,000 $7,000,000 44.9%
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"ATTACHMENT 3
1998-99 Equalization Aid Calculation for '"Positive Secondary Exceeds Negative Tertiary'

Calculated with Shared Costs Reduced by $400,000

DISTRICT FACTORS

Walge ST '
Total Shared Cost

Priméry:' Costs
Secondary Costs
Tertiary Costs

COMPUTATION

JPrimary Aid=

Se_:co_ndary Aid =

' Tertiary Aid =

SUMMARY TABLE

e T
Primary
Secondary
Tertiary
Total

[T -

[1-

5825000

$2.552.632

e

[T -

Total

1,000

$350,000,000

$6,600,000
$1,000,000

$5,285,000

$315.000

350.000 1
2,0@0.,'0{39 o

0.17500000

0.82500000

676,977

051700427 1
0.48299573

1.32955487

032955487

$103810

Aid Amount

$825,000
2,552,632
-103.810

R

¥
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N.A.

$350,000
$6.600
$1,000
1$5,285
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©$1,000,000

" $1.000,000

$1,000,000

' $5,285,000
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$315,000

$315,000
$315,000
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315,000

$3,273,822
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-ATTACHMENT 4

Referenda Success Rates 1996 through 1998
($ in Millions)

Districts with Negative Al Other
Tertiary Aid in 1998-99  School Districts

Number of Districts 122 304
Number Referenda Offered _ o192 462
Number Successful Referenda 102 260
Number Failed Referenda °0 202
Success Rate by Number 53% S 56%
Total Dollar Amount Requested $1.241.3 1 $2,573.6
Total Dollar Amount. Approved 641.8 71,3439
Total Dollar Amoant Failed = 59495 1,226.8
Success___Rate by Dollar Amount _ 52% 52%

"' The above table provides the following information:

(a) The number of school districts subject to negative tertiary aid under the state
‘equalization aid formula in 1998-99. This number includes districts whose negative tertiary aid
is less than their positive secondary aid and therefore offsets a portion of their secondary aid, and
districts whose negative tertiary aid more than offsets their posmve secondary a1d and are
' _-_-therefere pnmary aid Gniy d1stncts ; : : -

| (b) The number of aﬂ other school districts in the state, rf:crardiess of their status under
the state equalization aid formula in 1998-99;

() The total number of referenda offered by the two types of school districts. This total
includes multiplé referenda offered by individual school districts, and covers both referenda to
incur debt for building projects and referenda to permanently or ternporarily exceed the school
district’s revenue limits;

(d) The number of referenda successfully approved by a majority of voters in the school
district and the number of referenda that failed to receive approval by a majority of voters in the

school district, by the two types of school districts;

(e) The success rate for referenda offered, or the number of 'suc'c'essfuliy "é‘}'*}iéi‘oved
referenda divided by the to%ia_i r’au'gﬂb’f_&r of referenda offered, by school district type; and

(f) The dollar amounts requested, appz()ved and failed as well as the success rate by
dollar amount, by school dzstrict type.
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~May:20,1999- - -~ .. - Joint Committee on Finance - o« Paper #763

“School District Debt Levies and Debt Service Costs
* (DPI -- General School Aid and Revenue Limits) -

".CURREN'I' LAW
Schoal District - Revenues and- Tw0-Th1rds Fundmg Under 1993 Act 437, the state
““established a conmutment 10 rmse its share of K—IZ pama.i ‘school revenues 1o 66. 7%, thereby

*significantly reducmg the reliance’ on' local property taxes to fund K~12 ‘education. In 1997 Act 27,
““the funding goal was modified to be: two-thirds fundmg, tather than 66. 7%. The two-thirds funchng

“ commitment is estimated on a statewide basis: the levei of state aid received by an individual dxsmct

" ‘may‘be higher or Tower than two-thirds depending on theé district’s per member shared’ costs ané
equahzcd vaiue - :

a calcuiauon Tbe numerator is the sum of state schooi aads composed of 31 separate general and

categorical “aids - appropriations, ‘and ‘the” school levy tax credit;” general school aids include
equahzatzon mtegraimﬂ and-‘special- adjustment aids. The’ denonunator which is ‘called “partial
~ school revenues,” is the ‘sum of state school aids’ and property taxes iewed for school districts,
including school dastnct debt levies. Tn. 1998-99; the state funding totals $4,458.7 million; or 66.40%
of parﬁal school revenues mcluchna(7 33 989 4 mzlhon in state md and $469 3 mﬂhon fcr the school
Ievy tax’ credn: '

“Property tax levies for the Iong~terrn debt service payments of schooldistricts ‘are included
* in"the partial ‘school reventes that the stite will support at an-estimated two-thirds ftmdmg level.
- Therefore; the state’s funding obligation is’ influeniced by the degree to which school districts are
successful in passing borrowing referenda. However, debt service represents ‘a relatively ‘small
share, approximately 5.69% in 199&99 of the total amc)unt of K-IZ revenue mcluded in the two-
-ﬂ:nrds ﬁmdmg Calcu}aﬁon R R et

Schml stirmt Revenue Lxmlts Under revenue hmits the annual inCrease’ in a school
- district's-per. pupil revenue' derived from general school aids-and property-taxes is restricted. On
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October 15 of each year, the Department of Public Tnstruction (DPI) provides school diStl‘lC'{S with
an estimate of their general school aids for the current year. The difference betweea a:school
district’s revenue limit and the October 15 general school aids estimate determines the maximum

_amount of revenue that the district is allowed to raise throngh the property tax levy.

- A school district can: exceed the revenue limit' by receiving voter approval at a
referendum. The school board must approve a resolution supporting inclusion in the school
district budget, an amount that exceeds the revenue limit. The resolution must specify whether
the proposed excess revenue is for a recurring or non-recurring purpose, or both. If the resolution
is approved by a majonty Of th{ase ‘yoting on the. question, the school board can exceed the
revenue limit by the amount appmved These referenda could approve debt, or recurring or
nanrecurnng {)peramng costs.

Schoai Distrzct Cﬁsts and Equahzatmn Aid. The current three-tiered cost sharing formula

was enacted in 1995 Act 27 and first apphed 1o equalzzatlon aid paid in 1996-97. There are three

gua:anteed valuatzons used in the equaimatwn formuia that are applied to three dszerant cost Ievels

Przmary Guamntee The ﬁmt uer is. for shared costs up to the primary cost. ceilmg of 51 0()(}
per member State aid On these primary shared costs is caicuiatcd using a statutory guaranteed
valuation of $2 OOO OOG per. member, and is based On a COmpArison of the schooi district’s equalized

; valuanon per member to.the $2 000,000. State aid. cqaais the amount of costs that would be funded

:by the rmssmg pomon of the g’uarameed tax base Every. d;stnct receives. at least t:he primary aid
_ amaunt -primary- aid cannet be reduced by negatwe aid generated at the secondary or tertiary aid

ievels

Secondaiy Guamntee Thﬁ se:cond uer is for shared costs {ha,t exs::saed $1 000 per member but”'_:_f' '

| arc .lass than the secondary cost. neﬁmg, which is, equal to $6 285 per member in 1998-99. The

secondary cc)st ceﬁmg is adjusted for mﬁatzon annuaﬂy ’Z‘he state’s ;sharing of secondary COSts i

calculated using the. secondary guaranteed valuatlan The. seccsndary guarantee is not set stamtoniy,

but. is allowed to float to. a level that fully: distributes . the available amount of fundmg for .~

equahzaimn mds In 1998 99 the secondary guaranteed vaiuatxon 1§ $676 9’77

Temary Guammee ’}f‘he tinrd tier is for sha.red costs that exceed the secondaxy cost ceﬂmg of
$6, 285 per member State aid on these tertiary shamd costs is calculated usmg the statewzdc

_ .negatwe number tkns amount is. dedacted from its secondary ald As noted above ;f the sz:am of a

. district’s sccondary and. tamary aid is. a. neganve number this amount is not deducted from its
.Pﬁmmymdmgun; : — - S _ . .

The tertiary guarantce is tied to the statewide property tax base per member to reflect
statewide changes in property value and enrollment. It is set at an amount lower than the secondary
guarantee.so that the state’s share will-be lower-on costs above the secondary cost ceiling. The
tertiary guarantee feature of the equalization aid formula is intended to serve two:purposes. First, it
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serves as a disincentive for higher spending levels by causing districts to receive aid at much lower
levels for costs incurred above the ceiling, or lose aid attributable to those costs if a district’s per
member equalized value is greater than the tertiary guarantee. Second, it attempts to narrow the per
pupil spending disparities among school dlstncts by mchstnbutmor aid to districts that spend at lower
levels.

The .equalization aid formula is calculated using school district membership, shared costs
and equalized valuations from the prior school year. Shared costs are school district expenditures
that are aidable through the equalization formula. Shared costs are determmed by subtracting
certain deductible receipts from the gross cost of a district’s general fund for operating costs and
its debt service fund for expenditures for long-term debt retirement. The primary deductions are:
(1) state categorical aid; (2) federal aid; and (3) local, non- property tax receipts such as ticket
sales, student fees and interest eammgs These items are deducted because they represent costs
that have already been offset by revenue sources other than the property tax or state equalization
aid. Debt service costs are included in shared costs, and therefore are a;dable costs under the
equalization aid formula.

GOVERNOR

Mamtam current law mclusmn of school district debt lev1es in the calcuiauon of partial
school revenues and debt servxce costs in the calculat;on of shared costs.

' DISCUSSION POINTS

: .fi As outhncd in the current law portion of thls paper thﬁ 1ssue of school dlsmct debt o

enters into state support for K-12 education  as patt of total school district revenues' included in
partial ‘school revenues and as part of shared costs aided under the equalization aid formula. ‘On the
revenue side; referenda-approved debt levies affect the-amount of state funding required to meet the
state’s commitment to fund two-thirds of partial school revenues. On the cost side, debt service
_ costs affect the dzsmbutzon of state fundmg under thc equahzanon a;d formula

“2.- Local’ propcrty tax révenues levied for the support of refa:enda-appmved debt are
included in the definition of partial school reveriues for which the state provides an estimated two-
thirds level of support. While the amount of referenda-approved debt has been steadily increasing
over the past two biennia, state aid for referenda-approved debt as a percent of total state support of
K-12 education has remained below six percent. Based on the May, 1999, two-thirds funding
reestirnate completed hy DOA, DPY and the Fiscal Bureau, under AB 133, state support for
referenda-debt will be approxamately 5.98% and 6.02% of total state support in 1999-00 and 2000-
01 respectively.’ Table b cauﬁmes the pomon of siate sapport for K-12 educanon due to referenda—
approved debt.
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TABLE 1

Portlon of State Support for K-12 Education Due to
' Referenda—Approved Debt
(% in Millions)

May 1999
' i ' ' -Estimates:
- 1995-96  1996-97 1997-98  1998-99  1999-00 2000-01

_Esumateci totai L,evy for.

Referenda-Approved Debt | $2455  $3238 3460  $3809  $4200 34400
: Support of Referenda«Approved e o L . . o
| Debt Under Two-Thirds andmg NA. 82159 $2307  $2539  $2800 $2933
- Totai State Supperi for ) _ _ e '
~ K-12Education 530245 $40354  $42740 344587  $46825 S48738
' .Ald for Referenda~Approved _ : N P o _ _
Debt as’ %of State Support " NA. 535% 5.40%  5.69%  598% 6.02%
3, Debt service costs are included in shared costs, which are aided at three separate

rates under the state equalization aid formula. Using shared costs data from 1997-98, debt service
~ costs are approximately $361.7 million, or 6.16% of total shared costs of $5,867.1 muillion.
' Statewide debt service costs per member were $417 in 1997-98 and ranged from a high of $1 779
per member toa 10w of no debt service costs at all for 11 school districts.

4.' | When local voters approve a school district referendum to issue long-term debt for

school. constmctmn projects, it is important to consider both the macro/statemde level effects and -

the micro/school district level effects of the referendum’ passage. For example, assuming a 20-year - o

~ even paymcm schedule and a 6% interest rate, if a school district passed a $15 million referendum
- in‘November, 1998, and issued the bondsin April, 1999, the district will incur approximately $1.3
_ rmlhon m dﬁb‘i semce cosis in 1999-00, dependm gon the structure Gf the bond issue.

At the macrofsiatemde ievel thls weuld mcrcase Qmﬁal schocl revenues. by $1. 3 mﬂhon in
1999-00, Wthh would increase the cost of two-thirds funding of partzai school revenues by
$866,700.in 1999-00. - This increase in state ggneral___a;d would be distributed among the 426 school
districts.. Most school districts would gain state aid as a result of this increase in funding, while
some would be unaffected, but no school dxstm:t would Iose aid as a result of this increase in partial
school TeVenues. e : -

e At the mzcrofschool e:hsmct Eevei the distnct would be reqmred to levy for the fuli Si 3

;mlimn in 1999-00 because state. equahzatzon azd is. based on prior year costs. In 200{}-01 the
_ammmt of state aid that the school dxstnct would I‘{’:CSWE is dependent on how, the school district
fares under the equalization aid formula. In all cases, these additional debt service costs. would be
marginal costs and therefore, would be aided at the marginal, not the average, rate of support. Most
school districts have per pupil costs that exceed the secondary cost ceiling, therefore any marginal
costs would be aided at the tertiary level of the equalization aid formula for most school districts.
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" Those districts without tertiary costs would be aided for these additional costs at the secondary
level, or a combination of the secondary and tertiary levels if these additional costs cause the district
costs to exceed the secondary cost ceiling. anary aid-only districts would not be aided for these
additional costs. o

Districts-that receive positive tertiary or secondary aid would receive positive state support
for these additional debt service costs; however, because the level of state support for school district
costs decreases from the primary-to the secondary to the tertiary level, the marginal level of state
support for these additional costs will be lower than the average level of state support for the
district’s costs. ‘Some districts receive negative tertiary aid-and would lose state aid for these
additional debt service costs. - :

5. Because the cost of funding two-thirds of partial school revenues continues to
increase annually at rate faster than inflation, limiting future increases to a more moderate rate may
- be ‘beneficial for the state’s financial stability. Although in"1998-99 state aid for referenda-approved
debt equials only 5.69% of total state support for K-12 education and debt service costs equal only
6.16% of total statewide shared costs, one limited approach to constraining the growth in state
funding for K-12 education would be to modify the way the state supports referenda-approved debt
or aids debt service costs. : - : :

6. Proponents of such a madlﬁcatzon pmnt to the rise in referenda approvals since the
melementatzon of the state’s commitment to two-thirds funding as evidence that school districts are
using the state’s funding methodology to convince voters to approve school district building
_projects. They argue that if the voters in a‘local school district approve a referendun, state funding
- :should not be pmv;ded to: suppoﬁ: those acid;tzonal costs or state. fundmg for those costs should at

“least be hmzted : - : : - -

7. . 0pp0nents of a modlﬁcatzon in the state’s meﬂnod for suppomng and aiding schooi
chstnct debt argue that limiting the amount of school district debt that is supported by the state
would be retreating from the state’s commitment to. fund two-thirds of pamai school revenues.
Additionally, restricting the amount of debt service costs that are included in shared costs would be
contrary to the goal of tax base equalization, which minimizes the differences among school
districts’ abilities to raise revenues for educational programs. Finally, the Governor did not propose
a modification to the treatment of referenda-approved debt or debt service costs, and has argued that
the state should continue to fund two«thlrds of pamal school revenues, as defined under current law.

Debt Serwce Shared Costs

8. The Committee may wish to address the school dxsmct debt situation through
hrmnng the amount of debt service costs that school msmcts could include in shared costs. One
proposal wmﬁd exclude all debt service costs from the deﬁmnon of shared costs that would be aided
under the state’s equahzatmn aid formula. Because two goals of the cquahzatxon aid formula are o
discourage higher than average shared costs and equalize state aid across school districts by
comparing school district equalized values to state guaranteed valuations, such an alternative would
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have significant redistributional effects. In: 1998-99, if all debt service costs had been excluded

- from:'shared costs, approximately ‘$58.8 million of state aid- would have been redistributed.

Generally, this aid would have been redistributed: from lower-value, lower-cost districts to :higheru
value, higher-cost districts, with 238 districts losing aid, 154 gaining aid and 34 districts unaffected.

9. A similar option that would have more moderate aid redistribution effects would be
to limit the amount-of debt service costs that could be included in the calculation of shared costs to

. ‘the statewide per pupil debt service costs, which-would change each year as statewide membership

and debt service costs change.In 1998-99, total statewide debt service:costs of $361.694,800
divided by total statewide membership of 867,547 yields $417 per pupil-in: debt service costs. In
1998-99, if each district were limited to $417 per pupil in debt service costs, total debt service costs
that would have been aided under the equakzatzon zud formuia would have decreased from $361.7

mﬁhon io 5267 Grmihon | s

Under thzs preposal $1G 8 nulhon would have bee:n redistnbuted undcr the: equahzatxon zud .

fomula in 1998 99, with 254 ‘school districts gainingaid, 133 districts losing aid and 39 districts
-unaffected. While generaily this -aid would have been redistributed from lower-value, lower-cost
- districts to hlgher-value higher-cost-districts, this aid redistribution would have been more moderate

than under the former proposal. Additionally, this method would have included an aid redistribution
from districts with higher debt service costs to those with lower debt service costs, regardless of

value, because the equahzmg effects Qf negatzvc tema,ry aid Woulfi not have been as muted as under
" the former pmposal ’ : . S

- 10 Proponents of tl‘us aitemanve contend that Immmg the amount of debt service costs

i '_that the state. will @id under the: equahzation aid formula would reduce the state aid incentives that
: preponents ‘believe schicol: dxsmcts have under the current: me’thod of. mdmg school- district shared:
‘costs.” They feel that school districts would no longer be’ able to advertise the benefits of a building
referendum by telling voters that the ‘state would aid-a certain percentage of total debt service costs.
- Thus, school district sfﬁczais would more likely have to convince citizens to vote for a referendum
“based solely on:the project ‘merits, rather than the ‘state aid implications. Therefore, proponents
* believe that fewer schooi dlsmcts would pass referenda and the cost of twowt}nrds funding wouid be

'reduced S : : A

11, Opponents-of this altemative maintain that :Iimit-ing-the debt service costs-aided by

- the state would stifle:the equalization goals of the state’s distribution of school aids. Additionally,

such an alternative would provide an unfair advantage to higher-value districts in passing building
referenda because high-value districts would be better able to support the ‘debt service costs not
aided by the state through their property tax levy than would low-value districts. Further, opponents
believe tha.t state aid nnpkcaﬂons have a numma} effect on the passage of 'school district referenda,
as ev1denced by several recenﬂy apprcved referenda for which the state would g}rowde, very low or
negat:ve margmai levels of suppert Fmaﬂy, because this’ aitematwe would not necessanly limit the
level of partial school revenues, opponents maintain that the state S cemmztmeni to two—th;rds
fundmg wou}d not likely moderate or decrease
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Referenda~Approved Debt Revenues

L 12 _ An altemanve to hmztmg the amount of debi service cost mciuded in shaxed costs
would .be te address the school district debt situation through limiting the amount of referenda-
---'_approved debt that would be included in the definition of partial school revenues .and therefore
. supported. threugh the states two~th1rds funding commitment. This could be done by i imposing an
aggregate statewide limit on the amount of school. district. debt levy that the state would recognize
for the purposes of calculating partial school revenues. Under this option, a statewide limit of $420
million could be established for 2000-01, which is the estimated school district debt levy for 1999-

: 13." The effect of this alternative would be that the state would establish a cap on the
- total amount’ of rcferenda—approved debt that it would be willing-to support under its' two-thirds

fundmg comnntment “Hn the: aggregate ‘school districts ‘éxceed this limit; then-all-school districts

__'weulci seea propomonai reducucm in state: support forall school district costs.” In ‘estimating: partial *
school revenues for the- purpose of est;matmg the ,state s cost of funding two-thirds of partial school
*revenues, if the' debt Ievy mcraased 10 $44@ mdhon ‘a debt levy of $420 zmlhon would be used

; " rather than the actial debt levy amount. Tn'this case, the sta{e s definition of partaai school revenues

* would be $20 million less than actial partial school revenues, and therefore the amount of funding
necessary to fund two-thirds would be $13.3 millionlower. However, the statewide school property
tax levy would be $13 3 mﬂhan mgher than- atherwzse would be the case.

14. Proponents of this- aitemanve argue that becausa this option focuses on lirniting the .
amount of debt k:vy that the state will fund, rather than the individual school district costs that it will
aid, it is a more. 6ff€CtWS method for lmntmg the increases in the cost of two-thirds :fundmg In

P adchtxon it would not affect the. zequahzatien goaIs of the school aid formula because it would-'- e

" continue to aid all school distncl costs asander’ current law. In other words it focuses on the level
of state fundmg for K-12 educanen rather than the distribution of state funding for K-12 education.

'- 15 Oppenents assert that such an altematwe would not limit the percewed or actual’
'mcent}ves that individual ‘school districts utilize to pass refcrenda In other words, if a school_
district .can pass a raferendum, increase its shared costs and thereby i mcrea:se itsstate aid, then such

an ‘alternative would not limit school districts’ abilities to pass referenda. Under this alternative,
school districts would be competing against each other for state aid from a more limited amount of
state funding. In addition, altering the definition of partial school revenues could be perceived as
receding from the state’s commitment to fund two-thirds of partial school revenues.

16.  If the Committee were to impose an aggregate statewide limit of $420 million on the
amount of school district debt levy that the state would include in the calculation of partial school
revenues, the cost of funding two-thirds of partial school revenues would decrease by $13.3 miilion
GPR in 2000-01 due to an estimated school district debt levy of $440 million in that year.

17.  Because referenda-approved debt and debt service costs make up such a small
percentage of total partial school revenues and shared costs respectively, the Committee may wish
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to maintain the current methodology for supporting debt levies and debt service costs. Arguably,
becanse other school district revenues and costs are not treated differently, it may be inconsistent to
treat debt reveniies and costs’ differently, especially after they have received approval by a majority
of voters ina school district. Voters may have approvedia referendum for educational reasons, such
as improved technology, safer and more accessible buildings or growing enrollments ‘and therefore,
to the extent possible, the state should provide the same 3eve1 of support and equahzed dxstnbumn
“of ald as wath o’ther educatmna} revenues and costs ' : :

ALTERNATIVES

: . 1. ... Beginning in 2000-01,. for each school district, limit the amount of per pupil debt
o Sﬁi‘VICC COSts m be included.in the deﬁnmon of shared costs that would -be aided under. the state’s
_equahzaﬂon aid formula. to the annual statew;r;ic tot,al debt service ‘costs divided . by ihe ammal_

i ___-statemde membcrsinp

_ 2. Begmmng in 206(3 03 hmlt the amount of referenda~approved school district debt.'

levy included in the definition of ‘partial school revenues fo the lesser of the actual referenda-

o approved school district debt levy or $420 miﬁxon Delete. $13 333 390 GFR from general school
aids i in 2000- 01 to ad}ust two—tlnrds ftmdmg of part;al school Tevenues..

" Alternative 2 ~ gPR

1989401 FUNDING (Change o Bill) s o= B1B,338,8000

- Prepared by: Ruth Hardy
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(Gov) Agency: DPI - School District Referenda Scheduling
Recommendations:
'Pdper #764: Alternative 3, maintain current law.

Commems Thas is an atfack on iocc::i control that hc:s no place | in
i‘he budge’t The provision is similar to AB 105, which has’ pc::sssed the
Assembly on a 50~47 voTe
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Schaol I)lstr;ct Referenda Schedulmg
(DPI - School Dlstrict Operatmns)

. [LFB 1999-01 Budget Summary: Page 503, #1]

- "CURRENT LAW

State Trust Fund and Long-Term Loans. If any municipality, including a school
district, is not empowered by law to incur indebtedness for a particular purpose without first
- -submitting the question to its electors, the application for a state trust-fund loan for that purpose

- is required to be approved and authorized by a majority vote of the electors at a special election.
“ The ‘special ‘election: must be called; noticed ‘and held ‘in-the ‘manner provided for other special
- glections, The notice of the: special-election must state the amount-of the: proposed loan and the

- district, the reqmred repayment ‘of which exceeds 10 years, must be app;roved by a ma}onty vote
'of the electors of the school dzstnct at a specxai electaon : :

Jomt Contracts A mumcg,pahty, 1nclud1n0 a schoei dxstnci ‘Inay - enter: mto a gmnt s

would be used. Every application for a long-term Toan’ by 4 unified. school "+

contract with . “nonprofit . corporation:: orgamzed for -civic .purposes -and -located 'in the

municipality to construct or otherwise acquire, equip, furnish, operate and maintain a facﬁzty to
‘be used for munwlpai and.‘civic activities if a majority. of the voters:voting in-a referendurm at a _
- special election. or'at a spring primary or election or. September ‘primary or generai election
approve the question of entering into a joint contract. _ :

School District Bm*rowing. In submitting a resolution to the voters for the purposes of
- borrowing; the school board is required to direct the school district clerk to-call a special election
- for the purpose of submitting the resolution to the electors for approval or rejection -or to. submit
- the resolution at the next regularly scheduled pnmary or &iacnen to-be held not earlier than 45
days after the a&optmn of the resgluncm o : : SRR

| Mllwaukee Publxc Schools If the MPS Scheo} Board decms 1t ne:cessary 1o exceed a
statutory 0.6 mill levy rate for purposes of a school construction fund, it may by a two-thirds of
the members-elect, include a communication to the Common Council of the City of Milwaukee
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as part of the budget transmitted to the Council. Upon receipt of the commumcatxon the Counczl
is required to cause the question of exceeding the levy rate to be submitted to the: voters of the
City at the September election or at a special election.

If the MPS School Board deems it necessary to construct buildings or additions to
buildings, to remodel buildings or to: purchase school sites or to provide funds for any such
purpose as a participant in an intergovernmental contract, it may by a two-thirds vote of the
members-clect send a communication to the Council requesting that the Council submit a
question to the voters to.issue school bonds.  Upon the receipt of the communication, the Council
is required to cause the question of issuing such school bonds in the stated amount and for the
stated school purposes to be submitted to the voters at the next election held in the city.

Referendum to Exceed Revenue Limit. In submitting a resolution to exceed the school
district revenue limit to voters, a school board may call a. spccia} referendum, or a referendum at
the next" succeedmg spring primary or election or September primary or general election, if such
election is to be held not earlier than 35 days after the adoption of ‘the resolution of the school
‘board.

' GOVERNOR
Prov;de that certain schooi dlstnct refereﬁda reqmrcmcnts Wouid be modified-as foliows

Si;atﬂ Trust Funé and Long Term Lﬁans Prov;de that 1f any scheol distnct is not
: .empowereci by law to incur indebtedness for a particular purpose. without first submitting the

toits electors,: the ap;ahca{lon for a state trust fund. loan for that purpose would be .. -

:-'-_'reqﬁxred' to be appmved and authorized by a ‘majority vote of the electors. ~ Specify’ that this'

referendum could only be held at the next regularly scheduled spring election or general election

that occurs not sooner than 45 days after the adoption of the resolution or at a special election

~ held-on the Tuesday after the first Monday in‘November in an odd-numbered year if that date

- oceurs-not sooner than 45 days after the adoption of the resclution.: Require that the referendum
be called: noticed and held in the manner provided for other referenda. Require that the notice of
the referendum state the amount of the proposed loan and the purpose for which it would be
used. Modify the current law requirement that every application for a long-term loan by-a unified
school district, the required repayment of which exceeds 10 years, be approved at a referendum
as prowded above

- Joint: Contracts Modzfy a current Iaw reqmmment for woter approval of certain joint

. -contracts entered into by municipalities; to require that'if the ' municipality isa school district, the

" referendum ‘would have to be held at the next spring election-or general election tobe held not
earlier than 45 days after submittal of the issue or at a special-election held on the Tuesday after
the first Monday in November in an oddmumbered yeaf af that date occurs not earlier than 45
days after subm:ttal of the Issue '
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School District Borrowing: Require that a resolution for the purposes of school district
borrowing be submitted to the voters at the next spring election or general election to be held not
-garhier than 45 days after the adoption of the resolution or-at a-special election held on the
Tuesday- after the first- Monday-in-November in an oddmumbered year 1f that date occurs not
carlier than 45 days after the: adoptmn of the. reso}utzon :

Ml!waukee Publxc Schﬁols Requlre tha{ zf the MPS Schooi Board deems it nccessary to
exceed a statutory 0.6 mill levy rate for purposes of a school construction fund, the question be
submitted to the voters at the next regularly scheduled spring election or general election that
occurs not sooner than 45 days after receipt of the communication or at a special election held on
the Tuesday after the first Monday in November in an odd—numbered year if that date occurs not
sooner than 45 days after recezpt of '{he commumcat}on B

Require that a proposal to issue bonds for MPS school construction or remodeling be

submitted ‘1o the voters at the next regularly scheduled. spring election or general election that
occurs not sooner than 45 days after receipt of the communication or at-a special election held on
the Tuesday after the first Monday in November in an odd—numbered year if that date oceurs not
sooner than 45 days after receipt of the communication.

Referendum to -Exceed Revenue Limit. Require that a school board wishing to exceed
its revenue limit call a referendum at the next succeeding spring election or general election, if
such election would be held not earlier than 45 days after the adoption of the resolution of the
school board, or at a special election held on the Tuesday after the:first-Monday in November in
an odd-numbered year if that date would occur not earlier than 45 days after the adoption of the
resolution of the _s_ch_ooi board

Effective. Daite Provxde that thcsc mod;lﬁcamons would ﬁrst apply wzth res;)cct to
referenda called.on or-after the effective date of the bill. . L

DISCﬁSéiéN POINTS "

1. Several legxslanve bodies have recently endorsed proposals that wouid limit the
dates upon which all municipalities (including school districts) could schedule referenda. During
the 1997-99 legislative session, the lLegislative Council Study Committee on the Elections Process
included. such a proposal.in its final recommandatlons however, the Legislative Council removed
these- provisions prior to introduction of 1egzsiatzon In March 1999, Assembiy Bill 105, which
would limit referenda dates for all mumczpaimes (mciuémg school dxstncts) was passed by the
Assembly by a vote of 50 ayes and 47 noes. The Governor’s rcconnn@ndaﬁon is sirnilar 10 these
proposals, but would hmxt referenda dates for school districts oniy, rather than for all 10cal units of
government. . :

2 Based on data collected by the Departmcnt of Public Instructmn (DPD), since the
advent of school district revenue limnits in 1993-94, school districts have offered a total of 966
referenda. Of these referenda, 31.6% have been subject to a vote at an annual spring election or a
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November general election date, while 21.1% have been put:to voters during a spring or September
. primary election and 47.3%: have been offered during a special election on another date. Since the
- inception of the state’s.commitment to-fund two-thirds of partial school revenues in 1996-97, school
- districts have offered a total of 568 referenda. Of these referenda, 35.8% have been scheduled on an

annual spring election or a November general election date; while 20.4% have been submitted to

voters during a spring or September primary election and 43. 8% have been offered during a special

election on another date Tab}e 1 provxdes a further breakdown of“school district referenda vote
' scheciulmw s : &

TABLE 1
Number of Schooi sttmci Referenda Offered
By Timmg of Electmn Date
.- Spring . _-_Sep:{_amber--' : Spr;ng . Na.w:r_nbér Ajl Other |
Primary .. . Primary Regular .. General . Dates - Total
© PostRevenue EAEEET T et -
Limits * 949 7% 110 “414% 201 -208% 104 108% 457 473% 966 1000%

'PostTwo Th;rcfs *E 45 799 71 12 5.% <123 217% B0 14.1% 249 438% 568 100.0%

o ¥ Includes’ 1993 .94 school year through:December.1998."
- **%Includes 1996-97: school yvear. through December’ }993 _

B Under the Govemors proposal, school districts: could hoid refercnda two days per_ o

‘ysar, dﬁnno the annual. spring election, or the November general election in even-numbered years or
the Tuesday after the first Monday in November in-odd-numbered years.: According to-staff at the
Departient of Administration (DOA), this proposed limit on the number of days that school
districts may hold a. referendum vote is intended to encourage higher voter turnout for such -
referenda; par{zmﬂaﬂy because of the potential effect on both local property taxes due to the revenue
o limit exccptaen and statewxde genaral fund taxes due to the increase. in the cost Gf two-thirds funding

. of paﬁial school revenues

4.7 Staff at the State Elections Board' report that the best guarantee for higher voter
t:umaat is’ cmzen interest in an issue or race. While there is no central data source through which to
analyze voter tiarnout for Eocal school district referenda qucst;ons, Elections Board staff indicates
that ge:ﬁeraiiy voter turnout is highest dunng the’ November general election. During the 1990s,
November statewxde generafi election' turnout has ranged from a low of 38.7 % in 1990 to a high of
68.9% in 1992. On spring election dates, statewide voter turnout during the 1990s has ranged from
a low of 14.6% in 1994 to a high of 34.2% in 1992. Voter turnout during September primary
elections in the 1990s has ranged from a low of 10.3% in 1990 to a high of 21% in 1992. Local
. voter furnotit ﬁgures likely vary sxgmﬁcantiy across the state and cannot be predicted for special

eiectzons
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5. ‘Proponents: of the proposal believe ‘that some school districts thay be scheduling
referenda during odd special election dates in an effort to suppress voter turnout and increase the
likelihood of passage of their building or revenue limit referendurn. * Proponents feel that especially
‘because of the enhanced financial benefits of a successful referendum due-to both revenue Jimits
and, for some districts, increased state: equalization aid- funding, sschool districts may have an
mcreasad incentive: for scheduhm referenda during a time when voter tumeut isnot at its peak

: 6. Oppcments of the Governors proposai assert that g&nerally schooi dxstncts schedule
referenda éurmg times when they feel they can. attract the greatest local tumont .and . therefore,
support. -Because -voter turnout is dependent on voter interest in a race, local school district
.questions.may be able to gamer significant voter turnout due to the:importance of the referendum
for local school programs and property tax levels, regardlcss of the date of the vote.

7. Tabls 2 provzdes an outlme of re;ferenda Success rates by electlon date since the
: _bﬂgmmng of revenue limits and two-thirds funding: Iespectively The table shows the total number
and funding . amount of . referenda offered for spring and September pnmanes, spring. regular
elections, November general clectzens and all other dates, as well as approval rates based on number
of referenda and total funding requested. Based on this data, it appears that school district referenda
“have been.approved at the highest rates when they have been before voters on the regular spring
_election date. Since the beginning- of two-thirds funding, referenda offered during regular spring
‘elections have been approved of a rate of:64.2% based on number-of referenda and 67% based on
total funding requested. Referenda offered during a November general election appear to have the
next highest approval rates, followed by referenda offered on special election dates, and finally
these offered dunng a pnmary election - S =

TABLE 2
Schoai Dismct Referenda Approval Rates hy Electmn Date
{$ in Mﬂlmns)
. Sprmg & September o
Primaries: Spring Regular  November General All Other Dates Total
% % % % % -

Totai  Approved Total . Approved Total - Approved Towal -Approved Total Approved

Past Revenue Limits *
Number - 204 B00% 201 61.2% - 104 558% - 457 54.59% 966 55.1%
Funding $1,250.6. 45.6% 38788 ... 593% %7214 . 499%. . NA.. NA. . NA N.A.

Post Two-Thirds ** __ | | |
Number 116 509% 123 642% 80 S50% 249 S30% 568  55.3%
Funding $7839  453%  $4925  67.0%  $583.5 S42% S14597  SL1% $3319.5  52.7%

* Includes 1993.94 school year through December 1998,
** Includes 1996-97 school vear through December 1998.
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-8,  Based on this data, it-appears that:school district referenda are most likely to pass
. during elections-that traditionally. have higher voter turnout. The spring election dates may be
-particularly ‘beneficial for school district referenda passage because spring elections include the
- State Superintendent race every four years and generally include school board and other local races,
which may attract voters who.are especially interested in-education and/or:local government issues.
However; it is difficult-to speculate what the passage tate for all school district referenda would
have been had they been scheduled during either the November general election or spring election,
2% proposed under AB 133 Because it appears that higher voter turnout is beneficial for the passage
of ‘school district referenda; the overall approval rate, which was 55.3% of the number offered and
52.7% of the funding requested ‘sinice 1996-97, may have been higher had all of the school district
“‘referenda been voted on during spring regular or November general elections. However, because
school districts'may currently schedule referenda during times when they believe they are most
hkeiy to pass ovcrali passage rates may be lower under the Govcrnor s pr0posai

g Proponents of the’ Govemors proposal argue that because the outcome of a local
“school district refemndum could have an effect on the amount of fundmv that is required to meet the

state’s zwo‘thlrds funchng conmntment and- thereforc the Ievel of state e"xpendmtures, , the state

- should be able to-limit the dates iipon’ which school districts are allowed to offer a referendum to

" voters: Additionally, because the ¢ost of adnumstenng a referendum vote is more expensive during

a'special election than during an"active primary, spring or general election, because school districts

‘aré not able to share the costs with another mnmc:ipahty referenda dates shouid be: hrmted to times

' du:rmg whzch other elecuens are hkely to occur. ' : c

}0. Opponents assert that Iocal schooi boards shauid maintain the authonty to decide

when a school district referendum is proposed to voters and that the Governor’s proposal hinders the
~+“tradition of Jocal control ef school district pohcms and finances. In addition, ‘opponents argue that = -

revenue limits and the state’s commitment to ‘fund two-thirds of partial school revenues was
predicated on the: ability of local voters to increase local school revenues; if desired. They believe
that limiting the ability of local citizens ‘to vote ‘on a school district referendum represents a
diminution of both the state’s commitment to two-thirds fundmo and local control of school district
business. -

11A - The cost of state support of referenda-approved:school district debt as a percent of
the total cost of state support has increased modestly since the outset of two-thirds funding in 1996-
97, but has remained below six percent of total.cost. Based on projections for two-thirds funding of
partial school revenues under AB 133, aid for referenda-approved debt will remain below six
percent of the total in 1999-00 and will be 6.02% in 2000-01. Table 3 outlines the portion of state
support for K-12 education due to referenda-approved debt since 1995-96, as well as estimates for
1999-01 under the provisions of AB 133. :
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- TABLE 3

I’ortmn of State Suppert for- K-12 Education Due to
T Referenda-Approved Debt
($ in M:Ihons) -
May 1999,
e ) — . o Estimates
1995-96 1996-97 1997-98 1998-99 1999-00 2000-01

Estimated total Levy for ) .
Referenda- Approved Debt $245.5 $323.8 $346.0  "$380.9 $420.0 $440.0

B _'Suppon of Refcrenda»Approved i _ o _
- “Debt Tnder Two-Thirds’ Fundmg "NA, $2159 “$230.7 32539 $280.0 $293.3

a '._Toial Stau—: Support f@r K

~ K-12 Education o $3.02455 TUUSA0354 34,2740 S4A587  S46825 | $48738

I:Ald for ReferendawAppmved L R : o P S
Debt as % of State Support NASS 7 335% 0 540% 0 5069%  598% 6.02%

12, Arguably, reducmg the number of dates on which a school. district may. schedule a
referendum from potentially 365 dates per year to two dates per year may be too restrictive. In
order to provide school districts with more flexibility, the .Committee may wish to extend the
number of dates that school districts could schedule a referendum to include the spring primary,
held inmost election districts in each year, the September primary, held in even-numbered years,
and the - second Tuesday in September in odd-numbered years. Under this alternative, school
districts would generally be provided four'dates per year upon which they cotild schedule referenda.

These dates, excluding the' odd—numbexed year September and Novcmber dates, covered 56 2% of _

aﬁ referenda scheduied since. 1996«97

130 'I’here may be emergency situations under- Wthh school dlsmcts wouid need 10

* schedule a referendum on a date other than those proposed under AB 133." While many of these
situations may be covered by insurance, which would mitigate a school district’s ‘need to'go to
__ referendum there may. be circumstances under wlnch school districts cannot avoid a referendum o
" issue 1¢:sng»term debt or exceed the revenue hmlts In order to ‘provide school districts with a
mechamsm ihrough which they couid recewe 2 waiver of the referenda’ schcdulmg dates for
emergency purposes, the Committee may wish to create a referenda scheduhnc appeals board to
which school districts could submit a request to schedule a referendnm on a s;:ecml electmn date.

14. It may be bepeficial for such a board to have a statew:ide perspective on school
 districts and the elections process and be able to act quickly in the case of ‘an emergency. For
example, the Committee could create a board composed of the Governor or Lieutenant Governor,
who would chair the board, the State Superintendent and the Chair of the State Elections Board,; or
their designees. The Lieutenant Governor may be an appropriate chair for such a board because the
office has recently worked on K-12 education issues, including pupil academic standards. The
board could be required to act upon a school district request to schedule a referendum as a special
election within ten working days of receipt of the request.
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15.  Alternatively, the Committee may wish to create an appeals board similar to the
board proposed under AB 105, which would consist of the Govemnor, the Senate Majority and
Minority Leaders, the Speaker of the Asscmbiy and the Mmomy Leader of the Assembly. AB 105
proposes much broader referenda restnctzons which appiy to all types of municipalities, therefore,
an appeals board that focuses on education issues may be more appropriate for a school district
appeals process. In addition, since school districts across the state could make an appeal, it may be
_ desirable for the board to be compos_ed of me_m}gers holding a statewide office.

o 16... . - Many school districts may already have scheduled referenda for the summer and fall

of 1999, to be incorporated in their revenues for the 1999-00 school year, if approved. Because
school districts may already have spent considerable time developing the proposal and may have
incurred costs for scheduling the referenda, the Committee may wish to delay the effective date of
- this provision until January 1, 2000. This would provide school districts with more time to prepare
any spring referenda to be scheduled on the rcqmred dates, but would not affect dlstnct S tha{ have
: 3-_already scheduled referf:nda for the coming menths of 1999.

“Mﬂm%mnww
1. Approvelzsﬁhe Govcrﬁors récoﬁunenda{aon
2 - M0d1fy the Govemors recommendanen threugh one or more of the foliov?mg
- '_ a o Parmﬂ: school d:lsmcts to also schedule referenda on. the sprmg pnmary, the

- Sepiember ;:arimaxy ancl the seccmd Tuesday in Sspiembar in odd»numbercd yea.rs

"5b-. = Create a referenda date ap;x:ais board composed of the Govemor or Lzeutenani_
_Governor, who would chair the board, the State Superintendent and the Chair of the State Elections
Board, or their designees. Require the board 1o act.upon a-school district. request to schedule a
: _referendum as-a special election, w;thm ten workmg days of receipt of the request. .

C.. Create a referenda date appeais board composed of the Gevernor, who would chair

the board the Senate Majonty Leader, Senate Minority Leader, the Speaksr of the Assembly and

the Assembly Mlnonty Leader, or their demgnees from the Senate or the ‘Assembly. Require the

board to act upon a school district request to schedule a referendnm as a special election, within ten
working days of receipt of the request.

. d vaxde thai these pi‘OVlS”‘““ mmﬁd firct :znniv with recnect to referenda called on or
aﬁer Jaﬁuaryl 2000.
o A a Lt L LL AL
__3; N aniam current law.
zzzzzz%z zzzzZzzzz 2 &
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> 3 > %) m -
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(Gov) Agency: DPI - Interdistrict Transfer Program -- Sender Aid

Recommendations:
Pa-pér #765: Alternative 2

~ Comments: The gov proposes cutting this aid, which
MPS says reducing this aid may threaten the future of Chapter 220, which
Is an unpoputc::r option, especmiiy wsTh suburban folks who like the money.
_ MF’S d;r@c?ors v;smng ’rhe off‘s(:@ SCHd They suppori‘ r@‘thmkmg the
“whofe program To resolve constitutional and other problems. -However,

dramatic chong@ shouid no? be qu@ m ’rhe short Term 5 400 sfudem‘s
-pcsﬁzc:pm‘e now . . S :

Sen. Moore and Rep. Duff are both reportedly working on ‘motions.

Prepared by: Bob



Legislative Fiscal Bureau
One East Main, Suite 361 » Madison, W1 33703 « (608) 266-3847 » Fax: (608) 267-6873

©May 20,1999~ © - Joint Committee bh‘Finaincg o Paper#765
Interdistrict Transfer Program -- Sender Aid
. (DPI -- General School Aid)

o '_ '. :._ {LFB 1999~01 BudgctSummary Pa@gé_484_,'f_#5] : .

CURRENT LAW

Under current law, the integration pupil transfer (Chapter:220) program consists of two
- components, -interdistrict (pupils: transfer between school: districts) and intradistrict {pupils
. .transfer within: one schooi «district):: Funding-for the: program-is:distributed as a first draw. from

- the equalization' aid appropriation. Under the interdistrict-transfér prograni, the state provides a.

-~ financial incentive to.both the school district that-accepts: transfers, the recezvmg dlSti‘lCt and the _
> .'_f'cilstmc from whzch the transfﬁrs came, the smdmg dxsmcz ' s : L

by the number of transfer pupﬂs accepted by the district. A district’s net cost equals its total
Lo .operatmv and debt service costs funded through prepeﬂy taxes. and state generaI sc’hoo} a;ds

: The send;ng dlsmct contmnes to count the pupﬂ transfers as 1 O pupﬂ Or as. a nnmber .

cqual to the result obtained. by multzplymg £ 0 by the. appmpnate fraction for various types of oo
kmdergaﬁen pupils, for.both school. district revenue limit and general school aid purposes, even'
-.-though the district no-longer serves them..Commonly referred to.as sender. 2id; a separate- aid
payment is.not calculated for a sending. d;strxct instead, the district receives these ﬁmds as part
of its general scheoi aid payment.. : : - : .

Current Iaw requzrcs that a school dxsmct that aiso operatf:s an mtradlsmct transfer
program be responsible for the transportatxon of pupﬂs under the interdistrict transfer program. In
1998-99, school districts received funding for approximately 5,400 pupils who transferred to
another school district in 1997-98 under this program.
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GOVERNOR

Provide that any K-12 pupil who transfers from one school district to another under the
interdistrict transfer program would be counted by the school district in which the pupil resides
as 0.5 pupil. Provide that in deterrmnmv a school district’s revenue limits for the 1999-00 school
~year or_for any school year thereafter, DPI would be required to calculate the number of pupils
enrolled in each school year prior to the 1999-00 school year as the number was calculated in
that school year under the 1997 statutes, This calculation, as summarized above, would be
deleted for purposes of determining pupil enrollment in future years. .

Provide that these provisions would first apply to state aid paid in the 2000-01 school
year. These modifications would result in a lower statewide enrollment for revenue limits in
1999-00, and a lower Eh'roliment-"ah'd membership for both revenue limits and state aid in 2000-
01. Staff at DOA estimate that the cost of two-thirds funding of partial school revenues would
decrease by $4,400,000 GPR in 1999-00 and $9,200,000 GPR in 2000-01 compared to estimates
of current law.

DISCUSSION POINTS

.+ 1:-0 ~The integration aid program was enacted by Chapter 220, Laws of 1975, and first
went into-effect in the 1976-77 school year. The: stated purpose of Chapter 220 is "to facilitate the
transfer of students-between schools and school districts to promote:cultural and racial-integration in
education where students and their parents desire such transfer and where schools and school
- districts determine such: transfers:serve -educational -interests.” One of the major.goals of- Chapter
220-was to achxeve racial. balance on.a voiuntary basis -and at no cost: to: local taxpayers. The
program prov1des state funds, in the’ form of unresmcted aid, as an incentive to schooi districts to
-desegregate thezr schools. : s S :

: 2 In 1998-99 24 school d;stncts ail 18 th]:nn Miwaukee Ceunty and six outside
Milwaukee County are participating to varying degrees in the interdistrict transfer program.
“'Twenty-three of these districts transferred resident pupils to another school district and were able to
count those pupils in the district’s general'aid and revenue limit calculations. - Table 1 provides an
estimate of the general school aid implications for these resident transfers. The table outlines the
- nurnber of resident transfers in 1997-98, for which the districts received general school aids in 1998-
99, as well as the‘current law calculation of general school aids including the transfer pupils and an
estimate of general aid calculated without the inclusion of ‘the ‘transfer pupils in the district’s
membership. The per pupﬂ amount of general school aid that a district receives is the marginal
"'amount of adding a pupﬂ to 1ts azd calculatzen not the avcrage amount per pupil
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TABLE 1.

: 1998-99 Estlmated Sender Ald

19_98~.99 : 1998 99
1997-98 . . . General Aid - General Aid .
o o ‘Resident _ Transfers Transfers - .
School District Transfers Included  Deleted Sender Aid
Brown Deer 17 $2,309,269 $2,292,269 $17.000
Cudahy 27 14,020,244 13,890,120 130,124
Elmbrook 37 7,064,862 7,027,862 37.000
Fox Point J2 1 1,635,583 . 1,634,583 1,000
Franklin Public 19 13,091.975  12,999.093 92,882
Germantown 8 8,972,675 8,982,170 -9,495
Glendale-River Hills - 15 1,596,055 1,581,055 15,000 -
Greendale 12 5,224,501 5,150,602 73,899
Greenfield 55 7,983,928 7,426,356 557,571
Hamilton - 10 ©9.774.544 9,762,437 - . 12,108
Menomonee Falls . 17 .-5,136,618 5:119,618 17,000
Meguon-Thiensville 11 3.983,656 3,972,656 11,000
Milwaukee 4,891 551,392,759 544,343,204 = 7,049,556
New Berlin 14 4,396,668 4,382,668 - 14,000
Nicolet UHS : 3 2,327,917 2,324917 . 3,000
Oak Creek-Frankiin 39 17.416,763 17,188.297 . ... 228,467
Saint Francis - 17 6.176,240 6,081,433 . 94,807
Shorewood : 14 7.424,267 7,332,164 92,102
South Milwaukee 16 16,335,567 16,337,974 -2;406
i Wauwatosa ' .80 . 17,700,560 - - 116,906:521. 794,039 .
L West Allis - 10’? 30,213,745 29,441,425 772,320
Whitefish Bay 8 7,874,386 7,860,077 14,309
Whitnall 20 7,264,751 7112240 .. 152.51]
TOTAL o . 5438 -2 810,167,793
3. School dzstncts also receive a revenue Iumi increase as a result of couﬁimg resident

interdistrict transfer pupils in enrollment. Therefore, a district’s total allowable revenues increase by
the number of pupils it sends to another district multiplied by the district’s allowable revenues per
pupil including all interdistrict: transfer pupils. A portion of these additional revenues is provided
through the general school aid'calculation, at a varying rate depending how the district fares under
the equalization aid formula; the remaining revenues are levied through local property taxes.
Therefore, sender aid is the combination of the revenue limit and equalization aid change for these
pupils. The primary beneficiary of sender aid is the Milwaukee Public Schools (MPS). In the 1997-
98 school year, almost 90% of the 5,438 mterdistrict transfer pupils were MPS residents. The 4,891
pupils who transferred from MPS to the suburban school districts represented 4.7% of Milwaukee's
1997-98 membership. . . - .
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4. The school districts that receive pupils under the interdistrict transfer program also
receive state aid for the pupils sent to them from other districts. Table 2 provides a breakdown by
school district of estimated 1998-99-interdistrict-transfer aid in total and per transfer. The table
shows that while payments per transfer averaged $7.530, they ranged from a low of $6,052
(Milwaukee) to a high of $11,074 (Maple Dale-Indian Hill). These payments are equivalent to the
average net cost per pupil for each individual school district. Because these payments are considered
a general school aid,” they are paid ‘to school districts as state aid under the revenue limits.
Therefore, payments do not increase the overall revenues available to a school district, but do permit
school districts to levy a lower amount of local property taxes.

o TABLE 2
1998-99 Estimated Interdistrict Transfer Payments

““Papil. Total - - Aid Per

. Transfers Aid Transfer
Brown Deer © ' S127.75 $1,087,496 $8,513
“#iCudaby - SR - 208.08 1,595.919 4670
7 Flmbrook oo T317.69 2,554,440 L B.041
“Fox Peint J2 116.50 1,158,881 - 9,947
- “'Pranklin Public™ - - 364,75 2,987,182 8,190
Genmantown 40,50 290,326 7,169
« Glendale-River Hills - - 10480 874,365 Cor 8,343
"lGreendale i S 145.00 1,137,564 7845
- Greenfield i Sr210.22 1,508,640 7.176
“rHamilton | o cenl71.50 524,810 © 27,340
g .:MapieDaien}indlaﬁHxll CTITgse0 L L B37205 0 11074
. Menomonee Falls: " .0 T 307.00 C 2432 149 7,922 -
: Mequonfi‘h;ensvzile © 16098 1,190,724 7,397
“Milwaukee ' © 84778 3,314,967 6,052
New Berlin 111.00 969,223 8,732
Nicolet UHS = 140.00 1,537,151 10,980
Oak Creek-Franklin 141.30 924,196 6,531
Saint Francis 126.14 895,574 7,100
_ Shorewood . . 30030 _ 2,398,013 . 7,985
South Milwaukee . : 347.74 2,133,698 6,136
Wanwatosa ' 729.52 4,942,075 CU6,774
“West Allis S 206.25 ' 1,506,865 7,306
- Whitefish Bay -~ - : - BRTA0 - 2,648,255 7847
 Whitnall - 20027 . ... _ 1503505 7.507 -
S TOTAL 543837 340953223 $7,530
5. ' Staff at the I}epartment of Administration (DOA) indicate that the Governor

* recormended reducing the sender aid provisions of the program because by aiding transfer pupils
under both the sending and receiving district, the state double aids the pupils and ‘therefore,
increases the cost of funding two-thirds of partial school revenues. By only counting resident
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interdistrict transfer pupils‘as 0.5, rather than 1.0, the Governor’s recommendation would reduce the
cost of two-thirds funding because overall statewide enroliment would decrease. However, while a
pupil would continue to receive partial state aid under the sending district and full-cost aid under the
receiving district, the pupil would not be fully counted in the calculation of partial school revenues.
Therefore, while the pupil ‘generates state ‘aid for the school district, he or she does not generate the
' fuiI revenue amount upon winch twa»—ih;rds fundmg 18 ‘oased S -

' --6. Ofﬁmais at’ M?S assert: that reducmg sender ald may threaten the futum of the
- Chapter.220 program because the District may not be able to continue funding the transportation
costs-of the program, which under-current law-are the responsibility of MPS for all pupils in the
program.: Officials at:suburban school districts surrounding Milwaukee ‘argue ‘that significantly
reducing participation: in the interdistrict transfer program could lead to increased property taxes or
revenue reductions for their districts. . For :many: of" these  school: districts, the interdistrict aid
payments compose the majority of the aid that they receive from the state, and therefore, represent a
sxgmﬁcant form of property tax rehef for these commumtzes '

T In 1997 98 MPS reponed approxzmately $11 6 nnihon for- the COSts of transpemnv
! pupﬂs under the. interdistrict. transfer program,. -and ‘has budgeted approximately $11.7 million for
this purpose in 1998-99.- In1998-99, the general school aid portion of MPS sender aid- totaled
-approximately $7.0 million, therefore, the additional cests of transporting interdistrict transfer pupils
must-be funded through the revenue limit authority provided under-sender aid that is not covered by
‘state aid;.additional local property taxes and other, non-sender aid general school aids. As with all
participating -school distncts the Chapter 220 payments o MPS for recelvmg transfer pupils is
intended to pay for the costs of educatmg aédxtlonal pupzis .

e 8 Becausc It appears that currcnt sender aad payments donot fully cover the costs of
transportmg pup:ls a 50% reduction in sender aid may further hinder MPS’s ability to fully fand the
interdistrict transportation costs. Because MPS is the largest beneficiary of sender aid payments and
because MPS is solely responsible for program transportation;-it-appears that a cut in the aid’
received -under this provision may reduce ‘the financial incentive for MPS to participate in the
program. In order to ensure the continuation of the current mterdlstnct transfer pr-:)gram, the Finance
Committee may .desire to maintain current Iaw o o

9. Arguably, MPS should not be responsxble for fundzng all of the transportataon costs

for the program, particularly because the suburban districts receive generous per pupil payments for
receiving pupils under the program. In order to ease some of the financial burden of transporting all
mnterdistrict transfer pupils, it may be desirable to delete the requirement that MPS fund all of the
‘transportation .costs .of the program. Because each of the districts currently enter into interdistrict
transfer agreements, the responsibility for transportation-could be-arranged under these agreements.
Such an alternative may be desirable under both the proposed sender aid level, as well as under
currént law because cumrent paymems to:MPS do not ap’pear to cover the full costs of transportanon

1(} On the other hand the reﬁpﬂnabxhty for all transpertaﬂon costs was ongmally
assigned to MPS in order to avoid the administrative difficulties that may have arisen with multiple
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- agreements among school districts. MPS generates aid under the intradistrict program that was, in

part mtended to fund the full transportatzon costs of both intradistrict and interdistrict transfers.

_ 11 Whﬂe hmdenng MPS S abxhtv to. fuliy fund the transportation costs' of the
mterdlstnct transfer program may. prevent the -District from continuing its current . level of
participation in the program, it maybe difficult for MPS:to fully cease participation. .Under current
law, because sender aid permits MPS to count each resident interdistrict transfer pupil as 1.0, the
same as if the pupil were attending MPS, if MPS were to keep all-of these pupils within the District,

.. it-would ‘receive no. additional state: aid; but would be responsible for the cost of .educating the

pupils. While the Govemor’s recommendation would provide more of an incentive for MPS to stop
~-sending pupils. to other districts, MPS still may not be able to make up for the differential costs of
sending versus keeping a pupil. Finally, it has been argued that MPS: may not have the physical
capacity to retain the appromate}y 5 f){){) puplls that are current}y educated elsewhere under
"ChapteIZZO ' e L b . _ o

: 12. The zud payments that a d;smct of a’etendance receives under the mterdistmct transfer

Cprogram are: based on:the full costs of- educatmg a pupil:in that district and vary widely dependmg

- on the district-costs.- However, it could be argued that the addition of -a pupil does not require
payments equivalent to-the average full:cost of a-pupil because the school district would not actually

- have to-increase costs to-such a degree. -Rather, a marginal cost payment may be more appropriate,

which:would attempt to isolate the actual additional costs of an extra pupil. Further, because many

of -the districts. that receive - pupils. -under the program are-higher-cost, higher-value districts,

payments ‘under’ the “interdistrict transfer program ‘are much- higher-than what the district would .

generate under the general equalizatian aid-formula. “While reducing these payments would not

create a savmgs for the state due to the comnntment to fund two-thirds of partial school revenues, a

: _3-reducnon in"these paymeﬁts woutld reallocate 2 szgmﬁcant amount of state aid away from these -
: chstncts to eather school dzstracts in the state S e

13 Because the Govemors pmpesai would rednce the ﬁnanc:iai beneﬁts gra.nted toa

school district of residence, primarity MPS; to pamcxpate in-the interdistrict transfer program, it may

“be appropnate to provide a parallel reductlon o the amount of aid received by a school district of

attendance. Such an alternative could prowde that a:school district of attendance would receive aid

for a pupil transferring to the district under.the Chapter 220 program equivalent to one-half of the

* per pupil net cost for the school district. This would reduce the payments outlined in Table 2 by

50%, and would have redistributed approximately $20.5 mﬂhon to other school dismcts across the
-state under the gfmerai equalmation azd farmula ' e R .

14 On the other iland because the goai (}f the Chapter 220 program is to promote racial
‘integration in the greater Milwaukee area; higher state-aid payments and additional aid for school
districts of residence may be'a necessary incentive to meet the-original-.court order, and now that the
‘order “has’ expired, to -continue progress ‘toward greater racial integration.: By providing -state
payments for the program as a first draw from the general school aids appropriation, the state has
made the goal of greater racial balance among participating school districts a priority.
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ALTERNATIVES
A. Sender Aid Reduction

1. Approve the Governor’s recommendation that any K-12 pupil who transfers from
one school district to another under the interdistrict transfer program would be counted by the
school district in which the pupil resides as 0.5 pupil. - :

2. Delete the Governor’s recommendation and continue to permit the school districts to
" count each resident transfer pupil as-1.0 pupil. Provide $4.4 million in 1999-00 and $9.2 million in
2000-01 for general schocl aids m ordar to mamtam funding for two—tmrds of partial school
revenues. -

Alternative A2 GPR
| 199901 FUNDING (ChangetoBil) . $13,600,000
3. In addition to either of the above alternatives, delete the requirement that a school

district that participates in both the mterdzstnct and intradistrict transfer program, the Milwaukee
Public Schools, be responsible for the full transportation costs of pupils who participate in the
interdistrict transfer program.

B. School Distrxct of Attendance Per Pup:l Payment Amount Reduct:on

In addztzen to’ any of {he above a}temanves provxde that a school cilsmct of attendance
would receive aid for a pupil transferring to the district under the Chapter 220 program equivalent to
one-half of the per pupil net cost for the school district, beginning in 1999-00.

Prepared by: Ruth Hardy
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(Gov) Agency: DPI-- Neighborhood Schools and MPS Intradistrict
Transfer Aid

: Recommendahons

Paper #766: Alternative 4 (mc;mfalns current law)

Camments The governor would require MPS to use some of this
Traﬁspor’ra?;on money fo build neighborhood schools. Yes, neighborhood
schools are great, but this might be more csccepfobie if the word "require”

were changed to *'cmow "

Point 14 estimates $3.3 million annually would be available under
this provision, insufficient to do much building.

- WEAC supports maintaining current law.
- DPI suggests Alt. 1, approving the gov's language.

Prepared by: Bob



Legislative Fiscal Bureau
_Ozl_e:East Mai.a, Suite 301 » Madison, Wi _537Q_S . (_698) 266-3847 » Fax: {608) 26_7»«6873

- May 20,1999 Joint Committee on Finarice ~ " Paper#766

Neighbarhood Schools and MPS Intradistrict Transfer Aid
(DPI - Generai Schoo] Axd) '

[LFB 1999-01 Budget Summary: Page 483, #6]

CURRENT LAW

o Hnder current law the mtegratlon pupxl transfer (Chap{er 220) program conszsts of two
components, mterd;str;ct (pupﬂs transfer between school dlstrzcts) and mtradzsmct (pupils
transfer within one school district). Fundmg for the program is d1str1buted as a first draw from
the equalization aid appropriation. Tn order to qualify for intradistrict integration aid, a school
district must transfer pupils between school attendance ‘areas with certain concentrations of

©mmority - or “non- mmoraty ‘pupil: p()pu}atmns ‘The  statutes: define - attendance, -area: as. the @

: geocraphacal area within a school district establxshed by the 'school board. for the purpose ‘of -

- designating the elementary; middle, high or other school which pupils residing in the area would
- normally attend. A minority group pupil s defined under state law as a Black American aN anve_
American; a Spamsh—sumamed Amencan oran Onental Amemcan : Lo

State azd is provided for each Imnonty pupﬁ who is transferred from an attendance area
where mmority -pupils comprise 30% or more of the population to an attendance area that has
less than a 30% mmonty pupil population. In addition, aid is paid for each non-minority pupil

~ who transfers from a non- mmomty attendance area (less than 30% mmorzty) t0 a minority
' attenda;nce area (30% or more Imnonty) In order to be ehgzble for siate azd ;mpxis must be four
' years oid en or before September 1 of the year they enter school '

Undcr' current’ law, “$everal provisions - a‘pply to varying attendance®areas: (1) pupils
‘attending schools serving the entire school district are aided to recognize the existence of magnet
or specialty schools that have citywide attendance’ areas; - (2) schiool ‘districts” with merged
attendance area plans are aided, where the attendance area for two or more schools are combined
and all the pupils enrolled in certain grade levels attend only one of these schools; and (3) any
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desegregation plan established prior to enactment of Chapter 220 is eligible for. 1nteﬁranon ald if
the plan is approved by the State Superintendent.

State aid for intradistrict transfers is based on the aid per pupil received by the district
under the equahzauon aid formula. Intradistrict transfer aid is calculated by multiplying the
_number of eligible transfer pupils by 0.25 and, then multiplying this product by the district’s
current year equalization aid payment per pupil. Stated another way, a school district receives an
additional one-quarter of its equalization aid per pupil for each intradistrict transfer. In part, this
weighting factor is used to address the school district’s fransportation costs associated with the
program. As an example of thas pmwsmn ifa d1strzct had 500 intradistrict transfers and received
$4,000 per pupil in equalization aid, its integration aid payment would be calculated as follows:

Intradistrict transfers 500
Weighting factor ' X .25
Weighted pupils = 125
Equalization aid per pupil X $4.000
Integration aid = $500,000

School districts receive state aid based on the number of pupils transferred in the prior
school year. For example, mtcgrauon aid pald in fiscal year 1998-99 reflects pupil transfers in
the 1997-98 schooi year. State aid for merged attendance area plans 1s ca}culated accordmg to the
_ 'same formula as miradxstrict transfer aid.

& -.G{)VERNOR
Prevzde that a ﬁrst class cﬁy schooi system, whlch apphes only to Milwaukee Public

Schools (MPS), would be required to use at least 10% of the amount of its intradistrict transfer
aid in each school year to build orlease neighborhood schools. . -

DIS CUSSIGN ?OINTS

_ "Z. n 1998—99 an esnmated $38,965, 7()0 w;ll be pmd to ﬁve school dlstrzcts under the
intradistrict transfer portion of the Chapter 220 program. Of this total, an estimated $32,946,600
(84.5%) will be paid to MPS for transfemng approxmateiy 26,900, puplls -during the 1997-98
school year. The other four school districts will receive an estimated $6.0 million in 1998-99.
- Table 1 displays pupil transfers and state aid amounts.since 1994-95 for the five school districts
participating in the intradistrict component of Chapter 220. The decline in intradistrict transfer aid in
- 1996-97 is largely attributable to a change in the payment percentage from 32.5%:10.25%.
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_ TABLE 1
Intradistnct Transfer Payments

L  Beloit Madison  Milwaukee Racine Wausay Total
© - Pupil Transfers -~ = 188 - 815 25,175 CA6TT 680 31,535
Aid Payment $258,046 $0 . 826,256,202 $3.905,640 $579,838 .. $30,999.726
Aid per Pupil $1,373 $0 $1,043 $835 $853 $983
199506 - - . . . e e . . O
. Fopil Transfers . - .. 206 . 831 . .. 25662 ... 4582 384, .. 31835
. AidPayment  $309,634 $44.950 . $30,582,363 $4,293,308  $533.786 $35,764,041
o Aid per Pupal 81,508 %54 COsL192 $937 5964 81,123
1996.97 ... S L 3 -
U Pupi Transfers 116 836 25476 4,640 592 31,660
 Ald Payment - - $151,283 - 8306958 . $27,872.909 . $4,564.786 - $590,372 - $33,486.308
'_--.Ai_d-'pe:rP;zpii o $L304- 0 8367 L $1,094 . $984 %997 - $1.058
;997:93 g N - S S SIR
“Pupil Transfers - .., =60 g B804 L 26,1480 4,480 - 568 < 32,660
Aid Payment ssa 273 $336,275  $31.419.271 $4,582,693  $3587,130, $37,005,642
Aid per Pupil $1,338 $418 $1,175 $1,023  §1,034 T U%1,133
-19098-99 (Estimates) : . S :
Pupil Transfers - 36 768 26924 4,492 . 604 . 32,804
. AldPayment  $49,979  $378.555  $32,946,630 $4,930,442  $660,131. $38,965,737
“UAid perPupil $1,388 $493 0 81224 31,098 7 $1,093 $1,187
2. The Governor’s proposal is intended to address the concern that MPS’s. current stock

of school buildings is inadequate to meet the educational needs of a large urban school district in the
21% Century.  The age of MPS’ buildings ranges from 117 years old to seven years old, with the
ave;agc being 63 years for the 115 elementary schools, 44 years for the 22 middle schools and 53
years for the 18 high schools. Additionally, the District has not been able to sufficiéntly expand its
capital plant to-address.the changing population densities and demographics of the City, especially
due to the lack of voter support for a building referendum. It has been nearly 30 years since voters
approved an MPS referendum; the last successful referendum passed in April, 1970, for a total of
- approximately $60 million. The most recent referendum -attempt was in" February 1993, which

proposed approx;mately $366 rmllmn for schooi construction and maintenance; it faﬂed by a margin
of over ﬂxree toone. SR : - BE

=X Whﬂc MPS agrees that 1ts buzkimg stock is in necd of upgradmg, tbe sttnct argues
that. earmarking intradistrict aid for this purpose would hinder the. District’s ability to fund the
transportation and related costs of the intradistrict transfer program. MPS officials argue that the
Governor’s proposal amounts to a reduction in the available revenues for MPS operations.
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4. For 1997-98, MPS reported mtradlsmct transfer transportation expenditures totaling
approximately $17.1 million, ‘which the District funded through intradistrict transfer aid and other
revenue sources. Under current law, there are no requirements for how a district must expend aid
reccived under the Chapter 220 program, and districts are not required to utilize Chapter 220 aid to
cover the costs of the program. School districts may not claim categorical transportation aid for
pupils transported under Chapter 220 program; however, Chapter- 220 trans;aortatzon costs not aided
may be mc}uded in shared costs under the state equalization aid fazmuia

5. In 1997-98, MPS reported that non-transportation costs associated with the program
totaled approximately 546.4 million, which were funded through intradistrict aid-and other revenue
sources. The additional intradistrict costs reported are educational costs, pmmanly curricular, that
MPS incurs for pupils participating in the intradistrict transfer program. However, because these
pupils are current MPS. pupils, as opposed to pupils who transfer from outside MPS, aside from

transportation: and. program administrative costs, these costs could generally be viewed as the costs

of ‘educating existing’ MPS' pupils, which -are already aided under the equalization aid formula.
Certain scheols within- MPS that receive a substantial number of intradistrict transfer pupils may
-'-'mcur addxtlonal costs due to an influx of pupﬂs but these costs may also’ be alded under ‘the
. equalxzanon ald formula.

6. It appears that MPS receives sufficient intradistrict transfer aid to.cover.all of its
transportation Costs under the program, and would continue to receive sufficient aid to cover these
costs under the Gov;:rnors proposal. Based on data from 1997»98 reported to DPI, transportation
costs totaled: ap;;aroxunateiy $17.1 million and intradistrict aid totaled apprommately $31.5 million.
While additional costs exceeded the remaining $14.4 million of aid, arguably these costs could be

_more properiy reported as the costs of educating average MPS pupils, rather than costs associated

3 'd:recﬁy with the Chapter 220 }}regram In 1998-99, MPS has bucigeted approx;mately $15.8 million

for intradistrict dssegregatxon transportanon and will receive an esnmated $32.9 million in
mtradastﬁct transfar aié T R

o 7 Hewever under current law, MPS is respcns:bie for fundmg the transportaﬁon costs
. of: all papﬁs who-participate in the interdistrict aid program between MPS and other Milwaukee-
area..school. districts. Because of this,-intradistrict aid was. originally. intended .to pay: for the
transportation : cOSts -associated ‘with both the intradistrict transfer program and the interdistrict
- transfer program..~In 1997-98, MPS reported - approximately $11.6 million: in mterdistrict
transportation costs, and has budgeted approximately $11.7 million. for this purpose in 1998-99.
- Therefore, total MPS Chapter 220 transportation costs-were approximately $28.7 million in 1997-98
- .and are budgeted.at $27.5 million in 1998-99, which is somewhat léss than the $31.5 million and
$32.9 million intradistrict aid payments, although MPS also benefits from sender aid under the
interdistrict program. While MPS does not appear to budget or expend intradistrict aid based on this
original intent, with the combination of interdistrict and intradistrict transportation, administration
and other direct program costs; MPS may not receive sufficzent aid'to permlt them to dedicate it to
- other purpcses : : : e

8. Opponents of the Governor’s proposal argue that the Chapter 220 intradistﬁct
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program was originally established to compensate for the decades of damage done to MPS pupils
-because of racial segregation. ‘The additional aid, above that provided: for transportation costs, is
intended to improve the education of both minority and non-minority pupils who benefit from an
integrated school district and the improved educational opportunities available due to. Chapter 220
aid.

9. Opponents also assert that denying MPS the flexibility to expend intradistrict aid on
curricular and other programs for current MPS pupils will force the District to recede from its
mission to fully implement intradistrict transfers  and thus, take advantage of the benefits of racial
integration. Additionally, MPS officials indicate that under MPS’s open enrollment policy, over
80% of parents regularly request that their children have the opportunity to transfer to another
school ‘outside of their attendance area for both educational and social reasons. Many parents would
prefer that their children be bussed to another school rather than walk to school in an unsafe
‘neighborhood, or-would prefer that their children attend school closer to their workplace in order to
) coordmate dayca.re with work obligations. ]mpamng MPS? s abzhiy to take full advantage of Chapter
220 aid may be denymg parents the choxce to send thexr ch;ldren to thc most approprzate school.

10 Proponcnts of the Govemors proposal argue thai because the demographics of the
- Cityof Mllwaukee have changed s:gmﬁcant}y since the 1mplementatmn of the. Chapter 220 program
- in 1976, the mtrad;smct transfer program is no longer fully responding to the educational and social
needs of MPS pupils. They argue that the program has regressed to a bussmg program that moves
minority pupxls from one minority area to another: minority area with aslightly lower percentage of
minority pupils, and therefore, is no longer acccmphstnng the goal of racial integration. In addition,
.. they assert that MPS pupils spend too much time being bussed from one part of the City to another,
7 rather than spending-time in the classroem MPS officials. mchcate that on average, eiememary

3 ':pupﬁs spend approx1mately 45 rmnutes per day ona school bus S S e o

: 11 In 1998 99 non-nunonty schoois in. MPS (less than 30% non«rmnomy) account for
_19 of the 92 21%) elementary schools, two of the 14 (14%) middle schools and two of the 12
(17%) high schools that are not considered c1tyw;1de scheois, based on. a report provided by MPS.
There are 23 cnywzde elementaxy schools, seven citywide middle schools-and four citywide high
schools. Total MPS enroliment is composed of approximately 8{}% mmon::y pupﬁs '

12. Proponents believe that the stmct should focus 1ts ex;stzng resources on building
more adequate facilities for MPS pupils, particularly in areas of the District that have a sufficient
population_to support expanded school facilities and are currently underserved by existing MPS
. facilities. They feel that the goal of the preposal is to expand the daversﬁy of educational
eppomzmnes throughout currentiy underserved _portions of the District, thereby reducing the need
for parents to.request that their chﬂdr{m be bnssed to another area of MPS.

13 The Govemors propesal woufd requare that 10% of mtcrdistnct md be carma:ked
for buﬂdmg or leasing neighborhood schools; in 1998-99, this would have totaled approximately
$3.3 million. According to staff in the MPS Division of Facilities and Maintenance Services,
generally the cost of constructing a new school building in the District ranges from $5.95 million for
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a 70,000 square foot elementary school to $64 million for a 400,000 square foot high school, not
including: the cost of site acquisition.- While the cost of constructing a new school building varies
depending on the specifications and types of facilities, Table 2 provides a range of cost and size
estimates for new school buildings for the three major types of schools.

TABLE 2

Estlmated Cost Range for Newiy Constructed MPS Bmldmgs

Cost/Sgnare: Foot ) 'Fotal Square Footasze .Tc.}tél Cost Range

" school Type Y Low “High Low High Low “High
Elementary Schools ~ -$85 .- __$_1_09 70000 .. 75000 $5950.000 $7,500,000
.. MiddleSchools . 100 - 125 125000 150000 12,500,000  18.750,000
" High Schools 150" 160 350000 400000 52500000 64,000,000

14, ‘Based'on these estimates, $3.3 million would not be sufficient to build even one new

- e}ementary school’ annuaily “MPS ‘would either have to utilize the fundmg to renovate or lease

 existing space ‘or construct a new building over the course of two or more school years. However,
nothing under current law or the proposal would prevent MPS frorn dechcatmg exzstmg resources
'for tlus purpose in addmon to the propased 10% of mtradasmct ald '

SR -15'.- I order {0 ensure ihai MPS aliocates sufﬁcmnt resources for thls pmpose the
- Committee could require ‘that ‘MPS. uahze mtmdxstnct transfer aid: recelved for: (1) intradistrict
o transfer transpertaﬂen for the purpeses of racxal mtegration, and (2) to buﬂd nezghborhood schoois S
The amount atlocated for nezghborhood schools could be determined by calculating the amount of
aid received in the current year, subtracting prior year- transportation costs and requiring that the
d1fference be utilized for neighborhood schools. - For example; had this proposal bcen in effect in
' 1998 99, newhborhood schoel fundmg would be calculated as follows: :

. 1998:99 Intradlstrict Azd N c $3z 946.630

1997-98 Intradistrict Transportation Costs 17,142,507
1998-99 Neighborhood Schools Funding ' $1S';804,123

“The remaining aid could be ‘utilized for transportation ‘costs, to the extent necessary, or
'nexghborheod schools. Arguabiiy, as new nexghborheod schools are built, fewer parents may chose
other ‘schools, and the transportation costs of the ‘district could decline. However, intradistrict aid
would also decline because aid distribution is based on the number or pupﬂs bussed to other
attendance areas. It is hkely that MPS would have to reduce programs and costs currently aided by
intradistrict a1d and requmng MPS to open new schoo}.s would hkeiy mcrease, the operating costs of
the Dlsmct

16.  The Committee could provide MPS with an annual, non-recurring revenue limit
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-adjustment; equivalent to: 10%: or 20% of MPS’ intradistrict triansfer aid. : This' would enable MPS.

to dedicate: additional resources: for the purpose. of constructing: nmghborhood schools and/or fully

-or-partially cover the costs that aré currently funded through intradistrict aid and would not'be fully
covered by such aid under the proposal. Such a revenue:limit adjustment: would increase statewide
partial school revenues and the cost of the state’s commitment to fund two-thirds of partial school
revenues. Assurmng a five percent annual increase in MPS’s mtrad1stnct aid, the Committee would -
need to increase the general school aids ap;aropnauon by an estlmated $2.3 million GPR in 1999-00
and $2.4 million GPR in 2000-01 if an adjustment equivalent to 10% of intradistrict aid would be
provzded or an estimated $4.6 million GPR in 1999-00 and $4.8 million GPR in 2000-01 if an
adjustment eqmva!ent to 20% of mtradasmct aid would be prowded

17.. It could be argued that providing MPS the ability to construct new buildings through
the use of current state funding or a revenue limit exception, would circumvent the will of the local
‘yoters, who have not passed a building referendum in almost 30 years. Addlt:onaﬁy, the proposal

_and alternatives outlined above would pr(mde MPS with a method for ccmstractmg new bmldmgs o
~ that is not cuzxently prowded to other schoel dIStncts in the state. On the other hand, due to the size * -

~of MPS and its status as a school system of a first class city, many state laws apply to the District
that do not apply to other school districts. Additionally, because of the condition of its capital plant
and its inability to finance improvements at the local level, the approach: proposed in the Governor’s
recommendation or the meodifications outlined above may be the only avenue through which to
provide the over 100,000 pupils who attend MPS the opportunity to attend a newly built school.

- ALTERNATIVES

e - 35"--.; Appmve the Govemors recommendatlon to: r&qmre MPS: to use at Jeast- Iﬁ% of the'- S
amount: of its intradistrict transfer aid in each school year to build or lease nexgh’borhood schools.

2. . Mochfy the Goverxmrs recommendation to require that MPS only utilize intradistrict
- trapsfer aid for (a). mtradxstnct transfer transportation for the: pm"poses of racial integration; and o
to build’ nezghberheod schools. . The amount -allocated - for nezghberhood schools” would ‘be -
determined by calcuiatmg the amount of aid- rccc;ved in the current year, subtractmg prior year -

transportation costs and reg;un‘mg that the difference be utilized to build neighborhood schools.

3. In addition to Altematwe 1orZ:

a. Provide MPS with an annual, non-recurring revenue limit adjustment, equivalent to
10% of MPS’s intradistrict transfer aid. Increase the general school aids appropriation by an
estimated $2.3 million GPR in 1999-00 and $2.4 million GPR in 2000-01 in order to maintain two-
thirds funding of partial school revenues.

Alternative 3a GPR
1885-01 FUNDING (Change to Bill) $4,700,000
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54 s bt Provide MPS with an-annual; non-recurring revenue limit adjustment, equivalent to
i 20% of MPS s intradistrict transfer aid. . Increase the general school aids appropriation by an
- -estimated $4.6 million GPR in:1999-00.and $4.8 mﬂlmn GPR:n 2000-01 in order to maintain two-
S thirds funding of paxnai school Tevenues.

SR Aitemativafib:_'_é C e e tnos cmnoe L GRRL er
4999-01 FUNDING (Changeto Bil) ' <+ = 68,400,000 |’
4, Maintain current law.

Prepared by: Ruth Hardy
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‘Representative Riley
Representative Duff

: Senator Burke
-~ .Representative Ward

CHAPTER 220 INTEGRATION AID ”

Entra»-i)asmct Aid and $2@0 Mﬂhcrn in Redevalopment Au’shemy Bimdmg S

Motion: -0
: .".._Z:MQVQ f0° :'. T

a. lelt the mtra~dzstr1ct aid recezved by Malwaukee ?ubhc Schools (MPS) for .
transfemng a pupﬂ outof a pupﬁ’s neighborhood attendance area’ o another-area unless MPS has
obtained the written: consent-of the ‘pupil's parent or.guardian prior to the transfer for pupils who -
exceed certain percentage thresholds under (b). If such consent is not obtained, specify that MPS .
would beineligible for intra-district aid. for that: pupil. In addition; :MPS: could not receive aid for .
the transpoﬂatlon ‘costs relai:mg t@ that. pupﬂ under the state categoncal ﬁ*ansportaaﬁn aid nor- under
stateequahzaﬁonmd s .. Fom v e e R

b Begmﬁmg in: 1999»0(3 MPS weuld be reqmred to anxmally cellect and report to the .

. -I.eglsiature on the number and percentage of students transferred outside of their attendance district.
. without their parents' or guardians’ penmssmn ‘This data:would be. rcparwd onan attendance area

basis, 1ndzcat1ng the puplis race, sex and grade level.

:-é:-.' Estabhsh ihe foiiomng pementage threshoids for the percentage of pupais tramferred_
with written: ccmsent school year 2(3(}@4)1»3 59%: school year. 2(}(}1-02--80%, school year 2002-03--
90%; school year 2003-04--95%; and 2004-05:and thereafter-+100%: Provide that MPS would-not: -
be ehgxble to receive aad as speclﬁed i (a} for eac:h pupli by whzch M?S fa;is to attam these v
percentage goals :

d.  Provide that MPS would be required to submit a plan to the Joint Finance Committee”
(JFC) on the following by May 1,2000:

1. How the target percentages will be met;

2. A facility plan specifying the. ~neighborhood schools that would be needed the Iacanon of

. specialty schools and the estimated cost of the facility plan;

. 3. Other means by w}nch nexghb{}rheﬁd schoﬂi capamty could be expanded mciudmg
| remodeimg and use of nontraditional facilities; and o
4. Specific plans for creating neighborhood schools and replicating or relocating Sp'eéiali:y
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= schools throughout the City in a way that would increase neighborhood school attendance.

e. - =Specify that the plan under (¢) would be subject to review and approval by JFC under
5.13.10 nolater than September 1, 2000. Provide that JFC could approve or modify the plan, and
that the Department of Public Instruction (DPI) could not release any MPS intra-district transfer aid
for 2000-01 until JFC has acted.

f. Require each neighborhood school in MPS to provide space for non-neighborhood -
transfer pupils beginning in school year-2000-01, to-allow pupils to transfer-between schools and
attendance areas within the system. Provide that if this reserved space is not used by pupils from
outside a school's attendance area, then pupils from within that school's attendance area could fill
those reserved spaces. Specify that once pupils would be admitted to a school, they could continue
in that school in future years and that their siblings would be given priority for attendance at that
school in-any- selection process, Provide that MPS couid use any intra-district aid to maintain prior -

nmghborheod school attendance, aﬂowmg MPS to use t}us aid to transport pupils who move during o

'the school year back to theu' Gnginal school zf the pupll so chooses

g Authorlze up 1o $200 mﬂhon in bcmdmg for the Redevc}opment Authonty of'the Czty '
of" Mﬁwgmkee to finance -capital - improvements at-the request-of MPS -to implement- the- plan
approved under (d). Specify that this bonding limitation would exclude obligations issued to refund-
outstanding bonds-or: ‘notes under-this authorization and that these bonds could be issued without.
referenda: appmval Provide:that the bonds could not-have a maturity in excess of 20 years and that
no bonds could be issued more than five years after the effective date of the bill. Specify that:the-
intra-district aid received by MPS could be used to pay debt service onthese bonds. Authorize DPI

at the request of MPS 1o intercept ‘state -aid to-MPS and temit it to the Authority«in-an annual

: 'that is'used to pay debt sérvice on these bonds.
_h‘- Estabhsh a state morai obhgatwn pledge for th1s $200 mﬁhcm of bondmg as follews

Speczai Debt Serwce Reserve Fund Pr0v1de that; the Autharlty couid create spec;al {iebt _
servzce reserve funds by designating one or-more. accounts that would be used for -amounts set
aside. for the payment -of principal ‘and interest and for the creation and maintenance of any
required reserves. This reserve could only be created if, prior to each bond issue, the Secretary of.
Administration would determine that all of the following conditions would be met with respect to
the bonds: - . .. : :

Purpose. The bond proceeds, other than refunding boﬁds, wouid be t.ise.d'fé.r MPS Séhoél
facilities. .

' Feczszbzlzry “There would have 1o be a raasonabia hkehhcsod that ‘the bonds weuld be
repaid without the necessity of drawmg on funds in the reserve fund that seciires the boads This
likelihood would be determined by the Secretary of Admlmstraﬁen after censxdermg ail of the
follamng
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L. - Whether a pledge of MPS revenues is made under the bend resoluﬁen

2. HOW the MPS revenues are piedged to the payment Gf the bonds, mcludmg any
loan, lease or lease purchase agreement evidencing the obligation of MPS to make payments to
the Redeveiopment Authorlty of the Clty of Mllwaukee

3. The p:mposed m’terest rates ef the b{)nds and the resuitmg cashvﬂow reqmrements

cod The prmected ratio of annuai revenues torannual debt service of the Authonty,-
ta.’kmg into account capztahzed mterest EEE Lo !

5 Whe‘{her an anderstanding exists pmvzdmg for: repaymem by the Authorzty 1o the
state of all amounts appropriated to the reserve fund and whether the Authority has agreed to
provide DOA with all financial reports and reguiar monthly statements of any trustee of the
boncis ona dlrect and ongozng bas;s SRR _

6. | Whether the Author;ty has agreed that DOA wouid have direct and lmmedlate':
access, at any tame and Wlﬂ’l()ut notice, te all records of the Authorlty reiatmg to these bonds

Refumfmg bonds All: reﬁmdmg bonds secured by a speczai debt service reserve fund
would have to meet ail of the fellomng condltzons :

: 1. The: reﬁmding bonds Would be 1ssued to fund refund or advance refund bonds
secured by the reserve. - il el : : o o

2. "fhe refmadmg ef bonds Weuld not: adverseiy affect the rlsk that the state woaid be-
. ._caﬁed on to make a pament under its moral obhgauon p}edge Gl nmlg L

Approval of autsiandmg debt All outstandmg de‘{)t of the Authority fmm this $?OO
million of the: Authority would: have to: be reviewed and -approved by the -Secretary of
Administration.- In making this determination, the Secretary could consider any: factor that would
have a bearmg onwhether the state moral obhgatzon pledge should be granted o

Paymems m Reserve Fund The Authorlty would pay into. the reserve ftmd any monies
pmvzded_ by the state for.the purpose of the fund, any proceeds of a sale of b_onds_ as specified in
the bond resclution and any other monies made available to the Authority for this purpose from
any other source. .

. Use of Monies in the Special Debt Service Reserve Fund. The monies held in the reserve
fuud would be used solely for payment of the prmc:pal interest or smkmg fund payments on the
bonds, or for the purchase, redemption or redemptxon premiums of the bonds unless otherwise
specaﬁcaliy prowded The Authority would be unable to use the fund for any optionai piirchase
or redemptmn of bonds if the fund baﬁance were to drop below the amount’ required in the bond
resolution. Permit interest earned in the reserve funds to be transferred'to other funds or accounts
of the Authonty relating to these bonds as long as f:he tr:—msfer wouid not reduce the fund balance
beiaw the reserve fund reqwrement : o

Motion #1198 Page 3



Limitation..on Bonds: Secured: by a.Special -Debt Service Reserve Fund. Require the
Authority to maintain a fund balance in the reserve fund that would equal an amount stated for
that purpose in the bond resolution. -Additional bonds secured by this reserve fund could not be
issued if the amount of reserve:funds Weuid be 1ess than the reqmred reserve amount.

Speczal Debt Service Reserve wad Requzremem The reserve fund requarement as of
any particular date, would equal-the-amount-provided in the bond resolution, such that it may not
exceed the maximum annual debt service on the bonds for that or any future fiscal year. Bonds
deemed to have ‘been paid would not be included in bonds outstanding when computing; annual
debt service. The annual debt service would equal all principal; interest: ‘and specified sinking -
fund payments (based on the assumption that the bonds would cease to be outstanding by reason
of the payment of the bcmds when due and ali of the s;nkmg fund payments payabie at the date of
compuianan) At T s : S

Valuatzon of Secumtzes in Speczal Debr Servme Reserve Fund The secumies in: wh;.ch_-. .

.:the reserve fund is mvested would be valued penodlcaily at thelr fair market value when

_ determmmg the amount of a reserve: fund

State M@ml Oblzgarmn Pledge Prowde that 1f the value of the spemal éebt service
reserve fund were to-drop below the bond resolution requirement, the: Authority would certify to
the Secretary of Administration, the Govemnor, the Joint Committee on Finance, the amount
necessary to restore the reserve fund to the required amount. The Secretary would be required to
include the certified-amount in the budget compilation if the certification was received in an even

numbered year prior to-the cempletmn of the budget compilation. In any, case, the: Committee.

would be required to introduce a bill in either house appropriating the certified amount to the
appmprlate reserve fundof the -Authority. - Spemfy that.the Legislature recognizes a moral

. obligation to make this appropriation, and. expresses: its: expectauon and asp "aﬁon thaﬁ 1f ever;:-_- T

.calied upon to do s0, it would make this appropmatmn SR I e

Estabixsh a h@id harmiess provzsmn for the amount Qf 1ntra~dismct aid :recezved by:

MPS.: Provzde that begmmng in 1999-00, the'intra-district aid teceived by MPS would be the - -

greaiser of the 1998-99 aid amount; ad;usted for the change in the: March—oveerareh Consumer
Price: Index or-the actual amount generaied under the intra-district aid pmgram less any aid
reduced under (@). Speczfy that this hold haﬂnless, pmwsaon would continue to’ apply until the -
state’ general obligation bonds are pazd off. Provide that in the year following the last principal-
and intérest payment on the’state bonds, intra-district aid to MPS would decime to the actua} a1d'
entitlement of MPS under the intra-district program.

' } Create a cemmxsszon te study the Chapter 2’?(3 mterdlsmct and mtrawdastnct transfer
prggrams ?rovxde that the commission would be c@mprased of the faiiemng 15 members (@) the __
Govemcsr, _{}r i’us desagnee who. would chair the ‘commission; (b) one Ieglslator from the ma;omy
and. mmemty party in each heuse of the Legxs}awre, (c) two me:mbers of the MPS School Board; (d)
two  parents of pupﬂs wha reside in the MPS school district, appomted %)y ihe MPS Supenntendent
(&) twc} -members of suburban schmi dzsinct scheci boards that partaczpate in_the. Chapter 220
program, appointed by the Governor; (f) two parents of pupils. who reside in a suburban. school
district that participates in the Chapter 220 program, appointed by the suburban school district
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Chapter 220 council; and (g) two members who reside in one of the four non-MPS school districts
that participate in the intradistrict transfer program, recommended by the school boards of these
school districts and appointed by the Governor.

k.  Provide that the commission would be required to study the future of the Chapter 220
program and report to the Joint Committee on Finance by January 1, 2000 with recommendations
to: (a) reduce the transportation cost of the program to:the state and the participating school
districts; (b) maintain the goal of racial desegregation, where feasible; and (c) limit the impact of
the program on other school districts in the state.

L. Modify the bill to restore current law treatment for resident school districts of pupils -
who transfer between school districts (sender aid) in 1999-00 and provided that these pupils would
be counted by the school district in which the pupil resides as 0.50 pupil beginning in 2000-01.
Promde $4 40(} 0{)0 GPR annuaiiy to mamtain twouthxrds ﬁmdmg of partlai school revenues.

m Deiete S6 590 OGO GPR annually of aad to: M?S for MPS extended»day preschcoi 10
grade six, full-day kindergarten and first grade programs. Provide $2,196 ,600 GPR annually of
equalization aid fimding to maintain two-thirds funding of partial school revenues. Require MPS to
continue operation of these programs at the same funding level as in 1998-99.

Note:

Thas motion wguld authcnze $260 mﬂhen of bsndmg for the Redevelopment Auﬁmmy of
~ the City of Milwaukee. Under the motion, MPS could use mtra-dlstmt aid to pay the debt service

..0n these bends
[Change to Blii $13,200 GPR] _  MOR LD werand 2 A o
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Senator Moore:

~CHAPTER 220 INTEGRATION AID .

Amendment t{) Motlon #1 198

Motion:

Move to modify Motion #1198 as follows:

3.  Add d. (5) to require that the pfl:an identify alternative setti.ngs to educate pupils that
would meet pupil safety and ADA standards;

4.  Delete j. and k. relating to a commission and instead request that the Joint Legislative
Councﬁ study ’the Chapter 22{) pmgram and report to'the Legisiature by January 1,200%:
o

MO# Gy furndinfir Al

2. BURKE
DECKER
JAUCH

) MOORE
SHIBILSK!
PLACHE
COWLES
PANZER

P> P
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PORTER
KAUFERT
ALBERS
DUFF
WARD
HUBER
RILEY
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(Gov) Agency: DPI - Per Pupil Annual Revenue Increase

Recommendations:

Paper #770: Alternative 2

Comments: The governor would delete the inflation adjustment to
the per pupil revenue increase amount, freezing the rate at 98-99 level of

$208.88.

WEAC, WASB and DPI are united in support of maintaining inflation
adjustment.

Prepared by: Bob





