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Per Pupil Annual "Re§éﬁhe':1ﬁcréése
(Public Instruction -- Revenue Limits) -

[LFB 1999-01 Budget Summary: Page 486, #2]

| CURRENTLAW
“School district revenue Hmits restrict the amount of revanues ‘that school districts can ‘obtain

“through the combination f general school aids ‘and the property tax levy. On'October 15 of each
“year, the Departmeni of Pubixc Instruction (DPT) provides school districts“With an estimate of their

"+ general school aids for the current year. The difference between a school district’s reventie limit and

the October 15 general school aids estimate determines the maximum amount of fevenue that the

_d;stnct is allowed to raise. thmugh the. propsrty tax. levy Actual’ general school aids and pmperty S

~tax revenues received in the prior school year are used to establish the base year amount in order .

to compute the allowable revenue mcrease._._for_ th_e_ current school year.

A three~year miimg average of a’ schooI district’s pupil enrolhnent 1s:used to determine
the aﬁowabie revenue increase under the limit. Specifically, the number of pupils is based on the

average of a school district’s membersh:lp count taken on the third Fnday in September for the -

current and two preceding school years. For exampie the average of the 1995, 1996 and 1997
September memberships ‘was used to calculate the 1997-98 base year revenues per pupil. Then,
the average of the 1996, 1997 and 1998 September memberships: is:-used to determine the
allowable revenue increase in 1998-99.

A per pupil revenue increase is added to the base revenue per pupil to determine an
allowable per pupil revenue increase. In 1998- 99 the per pupil increase is $208.88. The per pupil
adjustment amount is indexed for inflation, by multiplying the prior year dollar amount by the
percentage change in the consumer price index between the preceding March and the second
precedm g March.
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GOVERNOR

Delete the inflation adjustment to the per pupil revenue increase amount, beginning in the
©'1999-00 school vear. Provide that the annual per pupil adjustment would remain at the 1998-99
level, which is $208.88. Provide that. the $208.88 adjustment would also apply to school districts
that reorganize. Staff at DOA estimates that this would reduce the cost of funding two-thirds of
partial school revenues by approximately $1,800,000 GPR in 1999-00 and $5,500,000 GPR in
2000-01 compared to est_i-ma_tcs ofcurrentlaw.

BISCUSSION POINTS

o 1 The anmxal per pupﬂ ailowable revenue increase under revenue limits has undergone
several med;ﬁcatmns smcc the onset. of revmue hfmts in) 1993-94 Pnor to 1995 96 the aiiowable_

: resuh'ed in. the hlgher revenue ameunt for the dismct In 1993—94 the hmlt was baseci on $190 per

pupil or an inflation rate 0of 3.2%: Beginning i in 1994*95 the $190 per pupﬂ amount was adjusted by
the rate of inflation, 50.that the limit ‘was based on '$194.37 per pupil or an inflation rate of 2.3%.

The increase was set at 3209 in 1995-96 and $206 in 1996-97 and the flat dollar amount was no
Jonger adjusted for mﬂauon and a school district no. longer had the option to use the inflation rate to
determine its maximum aﬂowable increase. Under. 199’? Act 27, the per pupil increase was. fixed at

. $206.in 1997-98 and adjusted for inflation to reach. $208.88 in 1998-99.. The following table

. prcmdeg a. h:astery of the per pupai revenue '}ﬁmt adgustment ameunt and shows the. proposed -
- amounts underAB 133 _ _ : _

pﬁryup . Inflation Rate

199394 519000 e 32%,
199495 . S _;19437_ 23
199596 29000 NA
2 1996-97 o oo 20600 . o NAL
1997-98 -« - o 2060000 o oo NAL -
-1998-99. - o o 0208885 o v NUAL
AB 133 _
2. The flat dollar amount increase, rather than an inflationary pei‘ jﬁé&pii"incréase; has

been maintained because limiting all school districts to the same per pupil increase in allowable
revenues will, over time, reduce the disparity in revenue per pupil among districts in the state on a
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percentage basis. A $208.88 increase- represents a greater increase as a percent of the base for a
district with Tower allowable revenues per pupil than for a district with higher revenues per pupil.
Under 1997 Act 27, the Legislature established-an inflationary increase to the flat dollar amount as a
methed for enhancing: thls reducuon m the ézspamy in revenue per pupll among school {hstncts

_ 3. The Department of Revenue mdxcates that ihe acmal March 1998 to. March 1999
¥ mﬁation increase was 1.7% and is estimating a 2% mﬁ‘atmn rate from March 1999 to Marc;h 2000.

. Based on these figures, under current law, the annual per pupil revenue limit increase would rise
from $208.88 in 1998-99 to $212.43 in.1999-00 and $216.68 in 2000-01.

4. Based on the most recent enrollment and base revenue projections under the bill, in
1999-00, it is estimated that the $212.43 per pupil increase would provide a statewide per pupil
revenue Increase of approxzmately 3.09%, ranging from a per pupil increase of 1.71% for the

" highest revenue district to a 3. 60% per pupil increase for the lowest revenue district, when districts

eligible for a. low revenue adjusunent are excluded: The $208.88 per pupli increase. recommended
by the Govemor would provzde an esumated statewzde per pupal revenue mcrease of 3.03%, ranging
from"an increase of 1. 68% for the highest’ revenue dlstrzct to a 3 54% mcrease for thc iowest _
' fevenue district, excludmg }ow revenue ad;ustment dismcts N S

In 2000-01, it is estimated that the $216.68 per pupxl increase would provxde a statewide
revenue per pupil increase of approximately 3.04%, ranging from an increase of 1.72% for the
highest revenue district to.a 3.55% increase for the lowest revenue district. The $208.88 per pupil
~ increase recommended by the Governor would provzde an estimated statewide per pupil revenue
increase of 2.93%, ranging from an increase of 1.65% for the highest revenue district to a 3.42%

increase for ’ghe 1owest Tevenue district

s Tt may be desxrabie to mmntam the current law mfiauona:y increase in. order 1 to
accelerate a decline in the per pupil revenue disparity among school districts. Additionally, it could
be argued that certain school district cxpendamre categories, such as special education, staff
contracts and school building maintenance, require an increasing rather than a fixed per pupil
revenue increase. . For example, it has been argued that the qualified economic offer (QEO)-
provision could permit a 3.8% i increase to new teacher compensation packages, while the $208.88
per pupil revenue limit adjustment would allow for only a 3.03% and 2.93% annual statewide
revenue increase per pupil. Further, a stagnant per pupil revenue increase would provide a dechmng
rate of revenue increases over time. Finally, a higher per pupil revenue limit increase may help
moderate the effects of revenue limit decreases attributable to declining enrollment.

6. On the other hand, it may be desirable to maintain the current per pupil annnal
increase under revenue limits, as $208.88 already provides a per pupil revenue increase of more
than the estimated inflation rates for the upcoming biennium. The change in the CPI-U for 1999-00
and 2000-01 is estimated to be 2.2% and 2.5% respectively. As noted above, the $208.88 annual
increase provides an estimated statewide increase of 3.03% in 1999-00 and 2.93% in 2000-01. Ifa
school district needs revenues outside of its revenue limit, it can propose a referendum to voters that
would allow the district to exceed the revenue limit for recurring or non-recurring purposes.
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7. . Based on more current inflation estimates and school district enroliment data, in
order 1o maintain two-thirds funding of partial school revenues, the Governor’s recommendation to
maintain the per pupil annual revenue-limit increase-at $208.88 would be re-estimated by -$200,000
GPR in 1999-00 and $1,000,000 GPR in 2000-01, for a net fiscal effect of -$2,000,000 .GPR
1999-00 and -$4,500,000 GPR in 2000-01. This reestimate is reflected in the projected costs of
- meeting the goal of two-thirds funding of partial school revenues. Fmaliy, in order to maintain two-
thirds' fanding of partial school revenues, if the Committee would maintain current law, $2; 000,000
GPR and $4,500,000 GPR would néed to be added to general school aids in 1999~GG and 2000~01
respectively, to restore the funding deleted in the budget bill.

ALTERNATIVES

. 1 Approve the Governor’s mcomendaﬁon to de}cie the inflationary increase to. the
annual per pupﬂ revenue; hmlt increase and maintain it at $208.88.

B .2; - Mamtam current Iaw Provide sz 000, ooa GPR in 1999-00 and $4, 500 000 GPR in
20(}0 01in oeneral school aids in order to maintain EWO—-thlrdS funding of partial school revenues by
restoring the funding deleted in the bill.

AHernative2 .. . o GPR.

1599-01 FUNDING {Change to Bill) - $6,500,000

“Prepared by: ‘Ruth Hardy -
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(Gov) Agency: DPI - Declining Enroliment Hold Harmmless

Recommendations:
Pdper_#77i : Alternative Al
Comments: A 3-year roling average of enroliment is used to

de’fé;‘mme a district’s Gllowable revenue mcrease This cushaoms the blow
for dts’r;';c:’rs iosang s‘fud@nfs '

'i'he govemor woutd cﬂiow coraﬁnuohm of o Temporc:ary fiX enac”f@d

o in 88“89 which allows 75% of the decline in the three-year rol!mg GVG?‘CEQQ' o
. To be conssder@d in oalcuic‘nng Q !owcxbie revenue w : '

- WEAC WASB c::nc:j DP? all cgree on AE The iczﬁer Two wouicl cziso
czdd B] ?o The mof;on

_..Mohon Shtbifskf is axpacf@d i‘o oﬁ‘er c1 mo‘hon suppomng ’rhe govemors

- prop os cxl but usmg a 5—yec}r qverc;age rc:n‘her ?hczn a 3- -year czvercge

Prepared by: Bob
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Declining Enrollment Hold Harmless
(DPI -- Revenue Limits)

C[LFB 1999-01 Budget Summary: Page 486, #1]

C{}RRENT LAW

_ School chstnct revenue Limits i'CSEI'lCt the amount of revenues that school districts can obtain

_ throu_bh the combination of general school:aids and the property tax levy. On October 135 of each

year;.the Department of Public-Instruction (DPD) provides school districts with an estimate of their

- veneral school aids. for the current. 'year.-The difference between a school district’s revenue: limit and

the October. 15 general school aids estimate detenmnes the maximum amount of revenue that the
_ das{rzct is alk;wed ) razse through the property tax ievy : e : L

_ A three—yea.r roihnv average of a schoci dLsincts pupﬂ enrollment is used to determme

the aliowable revenue increase under the limit. Sper;lﬁca}ly, the number of pupils is. based on the

_ average of a school district’s membership count taken on the th:rd Friday in September for the

current and two. preccchno school years. For exampie ‘the average of the 1995, 1996 and 1997

September memberships was used to calculate the 1997-98 base- year revenues per pupil. Then,

the average of the 1996, 1997 and 1998 September memberships is used to determine the
allowable revenue increase in 1998-99.

. In 1988- 99 a one year non~recurrmg revenue limit adjustment is. prov1ded to school
diSEl‘iCtS that lose emc)llment based on a comparison of the current and precedmg three-year
rolimg average enrollment. ”fh;s ad_}ustment which only applies to 1998-99, is a dollar amount
equal to the allowable revenues that 75% of the decline_in the thrce_year rolling average
membership would have genﬁrated
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GOVERNOR

Extend the current law 75% declining enrollment hold-harmless provision that only
applies to revenue limits calculated for the 1998-99 school year to make it permanent. Staff at
DOA estimate that this provision would increase the cost of funding two-thirds of partial school
revenues by approximately $10.4 million GPR in 1999-00 and $13.5 million GPR in 2000-01
compared to estimates of current law. As a change to the bill, DOA estimates that this provision
would increase costs by $12.4 million in 1999-00 and $21.0 million in 2000-01.

DISCUSSION POINTS

L. Under 1997 Act 27 (the 1997-99 budget), if a school district’s three-year rolling
average enroliment declined by more than 2% compared to the prior year three-year rolling average,
then its allowable maximum tevenues was calculated as if the decrease had been 2%, effective only
for 1997-98. As calculated by DPL a total of 19 school districts were affected by this provision.
The 75% declining enrollment hold-harmless provision provided in 1998-99 affected an estimated
166 school districts, increasing total partial school revenues by approximately $9.6 million.

2. The number of school districts with declining enrollments is expected to steadily
increase over the next several years in Wisconsin, as statewide demographic projections indicate an
overall enrollment decrease. Including all of the Governor’s recommendatlons that affect school
- district revenue limits and'enrollments, an estimated 181 school dxsmcts in 199900 and 186 school
* districts in"2000-01 would be eligible for a declining enrollment revenue limit ‘adjustment. These
‘adjustments would increase ‘partial school revenues by approximately $17.9 million in"1999-00 and
$26.3 mﬂilon in 2000-01, which would increase the cost of fum}mg two—thirds of pamai SchO()l .
revenues by $119 million ‘and $17.5 million respectwely This reestimate is reflected in the
projected costs of meetmg the goal of fundmg two-thirds of partial school revenues. ’I’hese estimates
include a declining enrollment adgustment for the Mﬂwankee Public Schools of approxnnately $2.8
million ‘in 1999-00 and $6.2 million in’ 2000-01 due to the Governor’s recomendauons which
would reduce interdistrict transfer ° 'sender “aid" and delete the mclusxon of leaukee parentai
choice and charte:r schooI pupﬂs in MPS’s enrollment '

3. Enmilment changes under revenue hmlts are figured based on a three-year rolling
average. This is mtended to cushion the effects of declining enrcliments and control the effects of
increasing enrollments. In other words, a schooI dxstnct ‘will not undergo the full impact of gaining
or losing a pupil until the third year of the pupzl S amvaf or deparmre This ailiows school districts to
gradually reduce the costs of programs before havmg to compietely adgnst toa Jower enrollment
base. However, school districts with déclining enroliments argue that the revenue hmzt calculation
forces them to reduce revenues at a rate and magnitude that exceeds thmr capacity to reduce costs.

4. Several small school districts have indicated that they have reduced programs and
costs to the point where no further reductions are possible. In some cases, districts claim that their
financial situation is so dire due to declining enrollments that they may be forced to cease
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-operations.- While school districts -in this situation - could : consolidate  with other. nearby school
. districts, reorganization may not-be.an option for some school districts that already encompass a
large area. School-districts with declining enrollments -assert that a declining enrollment revenue
:Jimit. ad}ustmem is crmcal to mamtmmng a quahty cducatlonai prooram in. many areas cf the state.

: 5. On the other hand ;t couEd be araued that whan $chool chstnct enrolimems dechne

_ local taxpayers should be provxded with a property tax reduction and state taxpayers should be able
to benefit from a reduction, or a least a leveling off, of the cost of two-thirds funding.. - Further, if
some school districts are in such dire straits, there may be other factors contributing to the financial
dilemma of the districts and drastic measures, such as ma;or reorgamzaﬁon may be appropnate

6. | Zt has been argued that a dechmng enroﬁment adjustment sheuld be prowded as a
_-_recumno revenue Limit exemptzon whlch would be included-in the base: revenues for determining

» ~school district revenue limits in the f()llowmg year, rather than as a non~recamng exemptmn thatis |

..ot ﬁgured into. the pﬁrmanent base revenues for. a dlSti’lCt A racumnrr exemption would penmt '
' _..___dechmng enrolimam school: dast:acts to build:a more. generous.revenue base than otherwise weuid--
.. be po; and could assist in preventing further financial difficulties; On the other hand, it could
y -be arguf:d that dechmng emollment excmpubns shﬁ;ﬂld be prov;éed to: cushmn the effects of an’
: enroilment decline, but that shrinking school districts should be forced 10, rcciuce costs, over time, to
L@ level more. compatible with a smaller enrollment base. In-addition; a recurring. revenue limit
. adjustment would permit school districts whose three-year average enmﬁme:nt moves up and. down
annually to bmid alarger base than a. school district whose three- -year average enroﬂment Temains
.steady.. Fmaliy, while’ the dlfference between the. ﬁscal cffect of a recurring “and noON-recurring
~ revenue limit. exempnon could be imnted during:the 19994)1 ‘biennium, the d;ffe,rence in future
... years would continue to increase. If the Comimttee.. wzshes to-provide a recumng adjustmcnt at no

E additional’ cost in'the: 1999»91 bxenmum it could sp ecify that any declmlng_.ﬂ _Iamiiment ad;ustment:’ e

. would be' nonrecmnng in 1999439 and recumng begmmng in 2000-«01

7.. _ Arguabiy’ 1f school diStI‘iCtS w1th dechmng enmllments are, noi abie 1o reduce COStS
at. the rate thax revenue: hrmts force them to Iose revenue, then school dastrzcts w1th increasing '
.._._enrolhnents are not hkeiy adcimg costs. at. the rate that revenue limits allow them to gam revenue. In
other words; the margmal cost dszerence of addmg or subtractmg one pupil i is.not the: eqmvalent of
_ Ehe average per pupil revenue that is. gamed or. Jost-under reyenue limits. . In. order to provide a
marginal cost revenue l_mnt adju_stmﬂn;; to both declining and -increasing _d;strlc_ts_,_the__Comttee
could provide a positive non-recurring revenue limit adjustment equivalent to 50% of the amount of
the decline and a negative non-recurring revenue limit adjustment equivalent to 50% of the amount
of the increase. This proposal would decrease the net cost of providing assistance 1o dechmng
enrollment districts and would continue to permxt revenues for omwmg dxsmcts to increase, but at a
slower rate. : :

©#8 - Under “this alternative and ‘including “all of the’ recommendations under the
- Governor's budget proposal, in 1999-00, 181 dechmng enrollment school districts would quahfy for
a positive revenue limit adjustment totaling $12.0 million; 233 increasing enrollment districts would
qualify for a negative revenue limit adjustment totaling -$21.7 million; and 12 districts with
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unchanging enroliments would: not be affected. In .2000-01, 186 declining ‘enrollment school
districts would qualify for a positive revenue limit adjustment totaling $17:5 million; 224 increasing

-.-enrollment districts would qualify for.a negative revenue limit ‘adjustment totaling -$17.8 million;

.and 16 districts with unchanging enrollments would not be affected. Compared to the reestimated

effects of the bill, the net fiscal effect of this alternative under the bill would be to decrease partial

school reveriues by $27.6 million in 1999-00 and $26:6 million in 2000-01; therefore, the cost of

<+ funding two-thirds of partial sch()oi revenues would decrease by $18 4 million GPR in- 1999 00 and
'$17 8 m;lhen GPR in-2000- 01 O

9;--: : Aitﬁrnatnfely, n” the C()mnnttee wzshes o prowde less of a negatwe revenue limit
adjustment to increasing enrollment districts, it could provide a pesmve non-recurring revenue limit

- adjustriént equivalent to 50% of the amotnt of the decline and a negative non-recurring revenue
- limit adjustment eqmvalent 1025% of ‘the ‘amount of the incréase. Under this ‘alternative and
© vincluding all of the recaﬁnnendaxmns undet the: Gevemors budget -proposal, in 1999-00, 181
“~declining enrollment school districts would qualify fora’ ‘positive revenue limit adjustment t()talmg
8120 mﬂhon 233 mcmaSmg enrollment ‘districts ‘would quahfy for a negative tevenue limit
‘adjustment totaling -$10.9 million: ‘and 12 districts ‘with: unchangmg enroliments ‘would not be

. affected. In'2000-01,.186 dec}mmg enreﬁment school districts would' quahfy for a'positive revenue

limit® adjustment totalmg $17.5 million; 224 increasing enrollfent districts would ‘qualify for a
negative -revenue -limit “adjustment totaling”-$8.9 million; and 16" dzstncts with unchanging
““enrollments would not be affected. Compared to the reestimated effects of the bill, the net fiscal
effect of this alternatwe would be to‘decrease: partial ‘school Teveniies by $16 8 mdlmn in 1999-00
- and $17.7 million in-2000-01; therefore, the cost 'of funding two-thirds of partial school” revenues
- Would decrease by $1 I 2 mﬂhon GPR in 1999-00 and $11 8 mﬂimn GPR in’ 2{){30~OI I

' dlStI'ICES ata Iower rate than recommended by the Governor, but not make a negative adjustment for
increasing enrollment districts, a 50% declining enrollment hold harmless could be provided as a
‘ nON-recurring revenue limit exception. In 1999-00, 181 declining’ enrollment districts would qualify
* for ‘an adjustment mtahng $12.0 million; arid in "2000-01, 186 districts. would qualify for an
ad}ustmem zotahng $17.5 million. Compared to the Governor’s esnmates ‘the net fiscal effect of this
-~ -alternative under the bill would be to decrease to partial school revenues by $5.9 million in 1999-00
and $8:8 million in 2000-01; therefore, the cost of funding two-thirds of partial school revenues
would decrease by $4.0 million GPR in 1999-00 and $5.9 million GPR in 2000-01. '

_ _ALTERNATIVES

A, Dechmng Enroliment Adgnsnnent

_ 1. 75% Declining Enrollment Adjusiment. Approve the Governor’s recommendation to
extend the current law 75% declmmg enrollment hold: harmless provision as a non-recurring
N revenuf: Inmi exemption
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2. 50% Declining Enroilment Adjustment. Delete the Governor’s ‘recommendation and
instead provide a positive non-recurring revenue limit adjustment equivalent to 50% of the amount
- ‘of a three-year-rolling average enrollment decline. Delete: $4.0 million ‘GPR in 1999-00 and $5.9

- million GPR in 2000-01 from general-school aids to adjust two-thirds funding of - yamai schoof
revenues.

Alternative A2 GFR
1998-01 FUNDING (Change to Bil} - $9,800,060
3. 50% Positive Declining Enrollment Adjustment and 25% Negative Increasing

Enrollment Adjustment. Delete the Governor’s recommendation and instead provide a positive non-
recurring revenue limit adjustment equivalent to 50% of the amount of a ‘three-year rolling-average -
.-_em“ollment decline and a negative non-recurring revenue: Timit adjustment equivalent to 25% of the
amount of three-year rolling’ average enrollment increase. Delete $11.2 million GPR in 1999-00 and
$11.8 mﬂhon GPR in 2090~01 from ‘general School alds to adjust two-thirds funding of partial
school revenues. '

Alternative A3 GPR
1999-01 FUNDING (Change to Bill - $23,000,000
4. 50% Positive Declining Enrollment Adjustment and 50% Negative Increasing

Enrollment Adjustment. Delete the Governor’s recommendation and instead: provide a positive non- -

‘recurring revenue limit adjnstment equwa}ent 10:50%. of the amount of a three—year rolling - average. . -

“enrollment decline and a negative non-recurring revenue limit. ad;ustment equivalent to50% of the
amount of three-year rolling average enrollment increase. Delete $18.4 million GPR in 1999-00 and
$17.8 million GPR in 2000-01 frem gf:nerai school aids to adjust twoﬁthxrds funding of partial
sch001 revenues.

Alternative A4 GPR
1998-01 FUNDING (Change to Bill - $36,200,000
5. No Declining or Increasing Enrollment Adjustment. Maintain current law. Delete

$11.9 million GPR in 1999-00 and $17.5 million GPR in 2000-01 from general school aids to adjust
two-thirds funding of partial school revenues.

Alternative AS GPR
1998-01 FUNDING {Change to Bill) - $29,400,000
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< B Recurrmg or; Nanrecurrmg

T e Modify the altemanve urxdﬁr A SO that the dechwng enrolment ad;ustment would be
- “nonrecurring in 1999-00; but-then would be provided -on-arecurring basis beginning in 2000-01 and
thereafter.

-Prega;réd..byiz"'Ruth“Hardy""'=:--'_. C T R
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(Gov). Agency DPi -~ School District Revenue Limits — Low Revenue
Adjus?m@m‘

'Recommendations:
-Pc:per"#772: Ai’re_’amdﬁvé land?2
Comments The govemor would cic:mp the current $6,100 per pupil

_ ceihng onthe low revenue adjustment, which was intended fo decrease
5 ..The d;spartfy b@fween §ow- c:nd hfgh revenue C:IasfracTs

R AIT@rmfives ¥ c;md 2 mcrease a‘he cemng To 36 300 in QQ-OG cmd
$é 500 in: GD-«E)} RN : ;

WEAC WASB cmd DPI c:re unﬁed on This one.

Prepared by: Bob
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‘May 20, 1999 Joint Committee on Finance Paper #772

School I)xstr;ct Revenue lelts - Low Revenue
Adjustment (DPI -- Revenue Limits)

CcumRENTLAW

. I{n the 1995 97 bxenmum any school distnct mth a "base rcvenue per:pupil for thE’: pnor

* “school year that was less than a revenue ceﬂmg of $5,300 in 1995-96 and $5,600 in 1996 97 was

allowed to increase its revenues up to the ceiling. In 1997 Act 27 (the 1997-99 budgct) this
"revenue ceiling” was increased to $3,900 in 1997-98 and $6,100 in 1998-99 and each vear
_therea_ft_er.

Under this prov;s;on base 1 revenae per pupﬂ is determined by: (a) calculating the sum of the
'dismcts prior year ‘general school aid ‘and “the ‘property tax levy (exciudmg debt service levies

i -exempted from the lxrmt} (b) dmdmg the sum under (a) by the average of the distnct S September -

and adding $2(}6 mulnph@d by the allowable rate of i increase based ona March to March anmzal o

CPI-U, to'the result under (b) for 199899 and thereafter ‘which is $208.88 i in 1998-99. If a school
district has resident pupils who were soiely enrolled ina county c:hlldren thh disabilities education
board (CCDEB) program, ‘costs ‘and pupﬂs reiated 0 that program wcuid be factorcd mto the
a dxstnct s revenues per pupﬂ calculat:zon

GOVERNOR

Mamtam the current law Sé 100 revenue ceﬂmg

p;s_CUSSfI{jN POINTS

1Y “The low-revenue adjustment for school districts with per pupil revenues below the
revemie c:eﬁlnﬂr is mtended to decrease the dlspanty betwecn Eowvrevenue and hlgh—revenu& school
districts in the state. In }998~99 maximum revenues per pupﬂ “based “on September 1998,
" enrollments, ranged from approxzmately $5,650 (North Cape) to approx;mateiy $12,200 (Nicolet
Union High School), including all exemptions and adjustments. In 1998-99, 16 school districts
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were eligible to Teceive a low-revenue adjustment in order to bring them up to the $6,100 revenue

ceiling. Under the bill, it is estimated that two districts would fall below the revenue ceiling of

$6,100 in 1999-00 and no districts would fall below the ceiling in 2000-01. The Norris School

District is excluded from consideration in this paper because it receives the majority of its funding
from the federal government, and is both a residential facility and a school district.

2- All school districts beneﬁt from the $208 88 per pupil ad;ustment in 1998-99 The
$208.88 annual increase under the bill would geperate allowable per pupil growth in the range of
3.4% to 3.7% above base revenues for the lowest-revenue districts in.1999-00. For the highest-
revenue districts, the 3298 88 mcrease would gﬂnefate mcrf:ases of approximately 1.7% to 2.3%
above base revenues. -

3.7 In pas!: years, annual increases of $200 or $300, which are approximately equivalent
o the annual per pupil adjustment were provided to the revenue ceiling in order to assist low-
revenue districts The Governor’s budget would not recommend an increase to the ceiling because
SO few dis‘mcts wouid be ‘affected by such an increase and because many elzgible districts do not
utilize the low—revenue ad;ustmen{ authorr{y, which may 1mply that these districts are not in need of
'_ additional tevenues. In addition, inflation has been quite moderate over the biennium, with the CPI
B incrcasmg by 2. 3% m 199?'*98 and. 1. 6% m 199&99 tberefore an, increase to the revenue ceiling
_ may not be necessary. -

4. On the other hand, while some eligible school districts may not utilize the low-
- revenue adjustment authority, a school district that in the past has not used the authority may find a
 need far it in. the future. School. districts wa,th dechmng enrc]lments or increased €osts may.be in a
: __-SItuation where a. Iow*revenue ad;ustmem wonid be pamculariy advantageous for the ﬁnanczal '

R stabihty of xhe dxstnct

: : "5._ ' Those o;apesed to mcrcasmg the }ow~revenue ad_;usﬁment would argue that whlle it
may al}ow schoel districts with the lowest per pupd revenues to expand educational opportunities,

the ant;eaya{ed amount of pr{,)perty tax relief in these dzstrzcts could be dassmaied Furthennore, they
contend that even without the low-revenue ad}ustment current }aw already allows school dmtncts to
exceed the limit through referendum and that using this option would ensure ioca} e}ectcrate support
of the district’s decision to spend or tax at higher levels.

6. The Committee may wish to increase the revenue ceiling by $200 annually in 1999-
01, which would be approximately equivalent to the $208.88 per pupil annual adjustment to revenue
limits under the bill. It is estimated that five school districts would be eligible for an adjustment up
to a $6.300 ceiling in 1999-00 and in 2000-01, ten school districts would be eligible for an
adjustment up to a $6,500 ceiling. This adjustment would provide these districts with an additional
- 0.2% to 8.3% per pupil revenues in 1999-00 and an additional 0.1% to 14.8% per pupil revenues in
2(}00 01. Usmg the assumpuon that only 50% of the Icw-revenue authonty would be utilized by the
 school districts ehgzbie for an adjustment under this alternative, it is estimated that equalization aid
~ would have to be increased by $300, 000 GPR in 1999—90 and $1,200.000 GPR i in 200{3-01 in order
to mnaintain two—thlrds fundmg of gmﬁal school revenues.
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oo 7.0 In order to ensure that low reyenue school districts continue to receive revenues
comparablc to other school districts, it may be desirable to require that in future years, the low
revenue ceiling would be adjusted proportionately to the secondary cost ceiling, which is adjusted
annually for inflation. -

_ALTERNATIVES

s Modify the bili by increasing the low revenue ceﬁmg to $6,300 in 1999-00 and
$6,500 in 2000-01. Provide $300,000 in 1999-00 and $1,200,000 in 2000-01 for equalization aid'in
order to attain an 'c_:s-timat; of-_ twwtiﬁrds funding of partial school revenues.

Altematwﬂ PRI PR © GPR-

| 1998.01 FUNDING (cnangetcem) T $1,500,000

In addltmn 10 Aitematxvc 1, begmmng in 2001-02, adjust the revenue cmlmg
’ propomonately to the secondary cost ceiling.

3. Maintain c'_l_uz'ént law, which would continue to allow for low-revenue adjustments
for districts with per pupil revenues below the $6,100 revenue ceiling. -

Prepared by: Ruth Hardy
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Gov Agency: Depaﬁmen’r of Public tnsfruchon Spec:tczl Educcxf
.Progrom Aid - Categorical AidS | o

Recommendations:

Paper No.: 775 Allemative(s):  Jauch Motion (supported by WEAC), or
Alb, 2c, and 4 (WEAC. didnt weigh in on ony of These mi‘rerncﬂves - MPS iikes
Alb & will take what they can:getin A2} o L

Comments: Aiternc’nve A]b wsli mc}mm;n ourrem‘ Iow for Cc:’regoncci Ald
funding, Iecvmg the 63% and 51% reimbursement . levels in the stats, Even
though we’ve never mef this requirement, don’t need fo. give ?he govemor any
more leverage to confinue 1o underfund this.

. All. A2c would increase the exisfing Cc:a‘egortcc:i aid program by 3%. s
the middle of the road choice. . A

. MPS is concerned with both of the options in Alf, B if someone tries to offer
this,. Seems like a lofty goal for the commitiee fo try.& restructure the way
special ed is funded in the short time it has work on this subject. Maybe
something that should be draffed separately so it gets the affention it deserves.

Alt. 4 requires that CESAs CCDEBs & Charter Schools be eligible fo recelve
aid under the new program in the same manner as the school dls*mc*rs

Jauch Motion: Jauch’s Motion will stop the freeze on categorical aid for
special education & commit to a 60% funding level in the future.

Prepared by: Cindy
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May 20, 1999 ~ Joint Committee on Finance Paper #775

Special Education 'Pi'ﬁgréni___; Aid
-(DPI -- Categorical Aids)

[LEB 1999-01 Budget Summary: Page 488; #1]

CURRENT LAW

Under current law, each school district, cooperative educational service agency (CESA)
and county children with disabilities education board (CCDEB) that maintains a special
education program approved by the State Superintendent, may request reimbursement for 63%
the following special education costs: (a) expenditures during the preceding year for salaries of
. certain current special education personnel;. (b) special education transportation costs; (c) certain
costs incurred. by a school  district - during ' the . preceding year approved by :the State’

'..Supenntendent for a school age parents program; and (d) expenditures during the prccedmg year
for.certain costs associated with health treatment services for children with spec:lal physmai or
mental health treatment needs. : SR

‘Current law provides that: (a) the salaries of licensed school psychologists-and school
workers are reimbursed at 51% without regard to whether they are employed in a program for
children with disabilities; and (b) a school district, CESA or CCDEB must include in its special
education plan any information required by the State Superintendent relating to the use of a
school psychologist or social worker under this provision.

In addition to the varying percentage relmbursements listed above, reimbursement is
provided for the full cost of: (a) special education for children in hospitals and convalescent
homes for orthopedically disabled children; (b) salary and travel expenses for special education
outside the school district of employment; and (c) expenditures for board and lodging and the
transportation between the boarding home and the special education program of nonresident
children.

The full costs of special education for children in hospital and convalescent homes are
reimbursed as a first draw on the appropriation. All other costs eligible for reimbursement are
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paid with the remzumng funds, up to a rate necessary to fully distribute 100% of me appropnateci
funding. In 1998-99, $275,548,700 GPR is provided for special education aid. .

GOVERNOR

Delete the current law 63% rezmbursement rate for most special education costs. Instead
to the extent funding would be provided, base reimbursement on the full costs of the following
activities: (a) expenditures during the preceding year for salaries of certain current special
education personnel, including licensed school’ psychoiomsts and school workers working for a
- special education program; (b) special ‘education “transportation costs; (c) certain costs by a
school district during the preceding year approved by the State Superintendent for a school age
parents program; and (d) expenditures during the preceding 'year for certain costs associated with
heaith treatmem services f(}r childmn with spec;al physmaf or mental health treatment needs.

Deiete current an that prowdes that (a) the salaries of hcensed schaoi psychologlsts and
school workers are relmburscd at 51% without regard to whether they are employed in a program
for- children wzth disabilities; and (b) a school district, CESA or CCDEB must include in' its
special education plan any information required by the State Superintendent relating to'the use of
a school psychologlst or socxal worker under this prowszon

va;de that costs.” ehgzble f@r rmmbursement frcm the appropriations for special
educatmn_ and special education transportation would be reimbursed at a rate set to distribute the
full ‘amount appropriated for reimbursement of ‘such ‘costs, not'to exceed 100%. Maintain the
current law requirement: that-the full costs of -special education for children-in hospital' and

el :convalesccnt ‘homes are required 1o be reimbursed as a:first draw on the appropnauon All other . .

. costs ehgzble for reimbursement would be paid with the temaining funds, up to a rate necessary_" f

to fully distribute 100% of the appropriated funding. A clarification would be necessary to carry
out the intent of the bill relating to the full payment of hospital and convalescent home costs.

- ~Modify the appropriation language. for aids for special education to:specify that the
amount appropriated would be for the payment of -aid for special cducatxon and school age
parents and hcahh treatment services programs. e

The bill would maintain base funding for. special education aid. Provide that these
provisions would first apply to state aid paid in the 1999-00 school year.

__ DISCUSSIONPGIN’TS

L Both state and federal law require ‘school districts to provide specxal educatlon
services to pupzis with disabilities. The federal Individuals with Disabilities Education Act (IDEA)
and Section 504 of the Rehabilitation Act of 1973 require that all pupils with disabilities be
provided with a free and appropriate public education based on their specific individual needs. Since
1973-74, Wisconsin has mandated special education services for pupils with disabilities. In May
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1998, 1997 Act 164 incorporated the 1997 Amendments-to. IJDEA into the state special education
law; therefore state and fccieral speczai education reqmrements are virtually Synonymous.

: 2 Twc major repcrts have recently been comp}eted regarding special education costs

-and fundmg in Wisconsin. InJuly 1998, the State Superintendent’s Special Education Funding Task

Force issued  recommendations related to modifying state funding forschool district special
education services. - In ‘May, 1999, the Legislative .Audit Burean (LAB) released a report that

.- analyzes special education funding in light 'of school district revenue limits; the state’s commitment

to fund: two-thirds of partial schoo] revenues, increasing special education costs and emoﬁmenis
and Ehe tension between fundmv for spec1a1 versus rccrular education. - e

R In 1998 99 $275 5 n’ulhon GPR 18 pmv;ded for spec;al education categorical: aid.
Specaal education funding is the largest state catégorical aid and represents approximately seven
percent of total state aid to school dlstncts of $3,989.4 million and six percent of total state support
for school districts of $4,458. 7 million (schcm} aids plus the school levy tax credit) in 1998-99.
State categor;cai aid for special educatlon has ‘been level funded since 1994-95, when 1993 Act 16
(the state budget act) provided 25.4% i increase from $261.3 million in 1993-94 to the current $275.5
mﬂhon in 1994-95. In 1998—99 the cateooncal aid funded approximately 34% of most eligible
special education costs, as-opposed. the approximate, overall 63% reimbursement rate established
under state law. The relevant reimbursement rates were last achieved in 1984-85, except in 1987-88
when the specaﬁc perc&ntages were repealed for one year.

4 Ofﬁmals at the State ﬁudcet Office have mdlcated that the Gevemor recommended

einmnatmg the stamtory relmbursement rates because the targets have become irrelevant due to the

" number of ‘years since the state has been able to meet them. In addition, they appear to be

: __unreachaible goals given the limited: amount of funding available for state’ categorical aids. Overall, .. -

~ state fundmg for K-12 educatxon ‘has increased 31gmﬁcantiy since the state’s commitment to fund -
_two-thirds of partxal school revenues was initiated i in 1996-97. Gwen this commitment, State Budget

Ofﬁce ofﬁcwls report that the Governor beheves that fundmg increases for K-12 education should
be provided through the equa}:zatmn aid formuia, rather than: ihrough increasing categorical aids,

because the. equahzation aid formula provides the fauest fundmg mcthodalogy, :aadmg low- value

dxstncts at hlgher rates than high—vaitze ihstncts .

5. Bzased on mfonnanon reported by special educatzon consultants at DPI, the State
Supermtendents Task Force, school district officials, the LAB report, parents and educators who

‘testified ciurmg public hearings, and other speczal education experts, the special education finance

situation can be’ anaiyzed through a discussion” of the foﬂowzng tcpxcs D spemai educataen
enrollments: (2) special education costs; (3) level of state azd and fundmv distribution; and {4)
school district revenues and revenue limits. The following is a discussion of each of these aspects of
special education finance. While it offers no specific recommendations, the L.AB report provides an

_1n~dcpth analysm of many of these zssues
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Specxal Educatmn Enroilments

6. There are }2 specaal educatxon catagorzes under Wthh specmj educatmn pupils may
- be identified in-Wisconsin, as‘outlined in-Table 1. In 1997-98; 113,731 pupils in Wisconsin were
identified as needmg speczal education services; of which 520 received services from entities other
.. than school districts. In-total, 113,211 were served by. school -districts; representing 12.8% of
- statewide school- district “enrollments. -Since 1976-77, wher ‘national -data was first reported to
- Congress, the percent of pupils-identified as- needing - special education’ services has more than

doubled, from 6.1% in:1976-77.to 12.5%in-1996-97, the last year for which :comparable national
data is available. ‘Since 1976-77. the rate of increase in Wisconsin’s: special education enrollments
has been the seventh highest in the nation, while the increase in regular education enrollments has
‘been the 33 highest. Between 1992-93 and 1997-98, the two years analyzed by the LAB, special
- education enroﬁments mcreased by 19 1%, whﬁe regular educanon enroiiments mcreased by 6 3%

TABLE I

Spec;ai E&ucatmn I)lsabihty Categenes

.. .Autlsm e -“Other Health impalred
. Cognitively Disabled - e Emoétionally Disturbed
. Deaf and Blind . Developmental Delay
*  Hearmg Impaired . Speech or Language Impaired
‘e Learning Disabled - ¢ Traumatic Brain Injury
. Grs;lwpedlcaily Impalred o .« Visualiy Impairf:d
VA Ofﬁcaals at DPI have been concemad that schooi dzstrxcts may be over—zdentxfymg

" special educatzon pupﬁs and have becn workmg with’ school’ d;stncts to ‘ensure proper general
' zdemlﬁcatwn of- sPec;ail education pup::ls and speczﬁc 1denuﬁcamon among spec;a} education
" categories. Reccntly, the Department sent 1etters to dlstncts expialmng that pupzis must be beth
disabled and have exceptional education needs in order to be eligible for special education, and that
unless both criteria are met, pupils’ needs should be addressed through reguiar education. In
addition, DPI has been: (a) encouracrmg dlStI‘lCtS with above~average identification rates to examine
their referral and placement process; (b) fundmg additional staff deveiopment projects in order to
increase the abﬂny of regular education teachers to address pupil needs; and (¢ ﬁmdmg additional
' reaﬁmg programs to address the needs of. pupzls With reamng probiem,s who may be mappropnaxeiy
identified. Over-identification of sgecxal educatmn pupxls may. . account fo; the 1a:ge increase in
spef:lal educaﬂen enroﬂmen{s n the state.

'8 """ On the other hand, the ‘increase in spemai education enrollments may reflect a
relative normalization in the state’s identification rate, because compared to other states, Wisconsin's
rate increased from one of the lowest during the 1970s to a fairly average rate during the 1990s.
Wisconsin’s special education identification rate ranked 45™ among the states and the District of
Columbia in 1976-77, moving to 26" in 1996-97.
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9. . Many special ‘education . -professionals assert -that because 'state and federal
1dent1ﬁcat10n pmcedures are complex; it is difficult to ensure ‘consistent identification procedures
statewide, and school districts may be ovewdenufymg spemai education pupils in order to be
completely sure they are complying with the law. Further; as‘reévenue limits have: forced school
districts to eliminate pmgrams that could prevent the need for spec:lal education services, such as
“remedial, early ¢hildhood; “enrichment, health education’ and other | programs school districts have
- "been forced to chose between mcreasmvly dlchotemous spemai and reguiar education opﬂens

Specxai Educatmn Cnsts

10. In 1998«99 school dlstncts, CESAS and CCDEBS raported specza} edu(:a{mn LCOSts
of approximately $804 million for reimbursement under the state categorical aid program. These
costs included only those eligible for rcunbursemcnt under the program and. did not include any
costs already aided through federal funds. Based on a companson of costs between 199293 and,
1997-98. the LAB reported that fotal: schooi district speczai education costs increased from’ $630.8
million to $863 5 million (36 9%). whﬂe regul: eﬁucatmn costs increased from $3,216.4 million to B

$4.036.4 rmlhon (’75 5%).. For : ‘comparison ‘purposes, ‘the LAB included costs for. mstrucuon L

"support transportatzon and miscellaneous services, but excluded ‘ovérhead costs incurred for all
pupils such as debt service and general administration. In addition, the LAB% analysis included all
special education costs; mcludmg those not eligible for reimbursement under the state’s categorical
aid program, such as costs aided through federal revenues. Special education costs reflect only the
cost of those additional services identified in a pupﬂs special education mdxwdua.’hzed education
plan; the costs of regular educanon services prowded to specml educauon pupﬂs are repomed by
mstncts as reguiar cducatmﬁ cests S

- -"'-'-.:-1'1 W}nle tc)tal spemal educanon costs have mcreased ‘more  Tapidly than reguiar';'ﬁ' o

education costs, per pupil special ‘education costs have increased at a lower rate than per pupﬂ*
regular education costs. Between 1992-93 and 1997-98, statewide per pupil regular-education costs
mcrf:ased frem $3; 878 10 $4,580 (18.1%) and statew;de per pupil special education costs increased
from $6,634 10, $7, 627 (15%). However, per. pupil cost changes varied significantly among school.
d;smcts with 96 district incurring per pu;;ﬁ increases of 30% or more ‘and 60 districts incurring
decreases in per pupﬁ special education costs.. Instmcnonai costs accounted for the largest share of
the increase by category and salary and fringe benefit costs accounted for the: majority of speczal-
education costs by type. The average per pupil cost increase of 15% compared to the 36.9% increase
in total special education costs means that the cnroilment mcreases discussed above are the most
*--mgmficant factor n averaﬂ special sduca’uon cost increases. L -

12 Scheni dismct offic:zals argue that because of the strict state and federal reqmrements

. for. provxdmg specxa] education services to eligible pupils, districts have a difficult time controlling

special education costs. :Additionally, because state and federal funding has not increased at-a rate

.- comparable to the increase in costs; school districts have not been provided with sufficient resources

.+ tomeet the state and federal mandates:  While-an apparent solution to increasing special education
costs would be reducing. state mandates. to -provide-special education: services to=pupils -with
disabilities, even if state laws were completely eliminated; federal:law would continue to:require
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.- nmearly identical services. In addition, legal precedent and the Wisconsin State Constitution seem to

-reqmre certain state laws and suppoﬂ for educating pupﬂs with special educatlon needs.

Spec;al Educatmn Fundmg

R % N Based on the LAB S i{)tal cost anaiyszs total sta,tc support for schooi d;stm:t spemai
cduc:atmn costs increased from 66.9% to 75.7% between. 1992-93 and 1997-98. State categorical
aid includes aid to school districts, including aid to CESAs on school districts’ behalf, but does not
include aid to CCDEBs. Table 1 provides state support levels for.the categorical aid, general school
aids (equalization, special adjustment and integration aids) and the school levy tax credit, as well as

. a funding and percentage change for each-element between:1992-93 and 1997 98.

TABLE 2

e :Tb'tai S.:ta.te:.S:ﬁpéﬁii of Spécia! Edu_céﬁan o
Wisconsin School Districts:

- ($in Millions) .
TR i _ Funchng . Perbcnt
1992-93  .1997-98 . Change .- Change.
Categorical Aid $2541  $2701 - $160 - 63%.
- General School Aids - 01435 3397 .. 1962 - . 1367
School Levy Credit 246 436 . - _190.. . 772
TotaiStatﬂ Suptporz S 34222 86534 $2312 o s48
--Tetai Speczai Educatmn Funchng : $630.8 $863.5 - - $2327 S 369
: Prop{)mcn of Tota} Fundmg : - o :
-+ Provided by the State 66.9% - 75.7%

Source: -Legié"iaﬁve-Audii Burean

14. Included in the Audit Bureaun's state support calculations. is. the state school levy tax
credit (SL.TC), which is used to pay a portion of each taxpayer’s property tax bill. The SLTC is
included in-the calculation of the state’s commitment to fund two-thirds of partial school revenues
- and therefore, 1s considered state support for school districts. However, because the SLTC is treated

as‘a property tax payment once local treasurers distribute the funding to other units of government,
the credit loses its identity as state support. Nonetheless, a proportionate share of the funding school
districts derive from the SLTC could be viewed as funding a share of special education costs. On
- the other-hand, because the SL.TC-does not increase overall school district revenues, it could be

argued that the credit does not directly cover school district costs. : e
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15, The percent of state support:for individual school districts varies significantly.
because of the methods for distributing both equalization aid and the SLTC. Equalization aid is
distributed throtigh a three-tiered formiila that provides differing levels of support at each tier, based
on school district equalized value, membership and ‘shared costs. In general, low-value per member
school districts will be aided at a higher rate than high-value per member school districts. The
SLTC 1s distributed 10 municipalities based on their share: of statewide school levies during the three
preceding years ‘Generally, higher-value municipalities receive more funding under the SLTC than
lower-value municipalities. “Therefore, funding increases under equalization aid and the SLTC do
not benefit aiI dzsmcts equally '

16. Whﬂe statemde the percent of state support for schooi district special educatlon
costs was 75.7% m 1997-98, individual districts support ranged from 19.2% for Geneva J4-to 93.2%
for Bowler. For Geneva J4, whose equalized value per member was $1,868,772, the majority of its
state support came fr@m the SETC. { 15%) as opposed 1o equailzamon a;d {4 2%). In contrast, for -

Bowler, whose equalized value per-member was $88,193, the majority ‘of its state support came .

from equaimat;on aid (60.1%), as oppesed to the SLTC (2.3%). While Geneva J4 ‘apparently had -
no costs eligible for reimbursement under the categonca} aid and therefore, received no funding
under the program, Bowler received 30.8% of its state support through the categorical aid program.
Generally, most districts received a similar rate of support through the categorical aid program.

177 The largest source for the increase in state’ support for special education costs has
' come through equaﬁzatmn aid; due to the advent of the state’s ‘cominitinent' to fund two-thirds of
+ “partial $chool Tevenues bea,mnmg in 1996:97. Prior to- 1996-97, the overali state share of -partial
*'school revenues ranged from 48:4% in 1993:94 t6:52.7% in 1995-96. “Because ‘of this, the LAB
- found that between 1992-93 and 1997-98, overa!l siata fxmdlng was a larger: percentaga of total

= spec;al education’ ﬁmdmg for 377 school districts, and a smaller percentage for only 35 dzstncts a4
-~ districts were excluded because of district consolidation or services prowded by CCDEB s) o

18.  Due to the state’s comxmtment to two-thirds fundmg, Eocal pmperty tax revenues
SR funded a‘smaller share of speciai education costs, both in terms “of fundmg level and percent of
support between the years: c.:omparad Although federal fundmg for schooi district special education -
costs increased, federal funds’ rcpresented a-smaller percentage share in 1997-98 than 1992-93 due :
* to the substantial increase in state support. ‘While 'the federal govermment has established the goal of:-'
funding 40% of special education costs; Congress has never appropriated sufficient funding to meet
© this ‘goal. In 1998-99, Wisconsin receives approximately $80.2 million in federal IDEA funding
 which is-distributed " to- school “districts, CESAs; CCDEBs, the two staté ‘schools anid DPI for
administrative costs. Table 2 outlines school district special f;ducat;on fundmo recewed from state,
federal and local sources in 1992-93 and 199? 98 e S EEH
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T TABLE3

- _Spec1al Educatwn F undmg for Wxsconsm School DlStl‘iCtS
(% in.millions) -

1992—93 L 199798

R TIE - . Percentageof . . .. .. . Percentage of

- Punding - . . Total Funding . Funding - Total Funding
State $422.2 66.9% $653.4 75.7%
Federal - 326 e e 520 e e A2 4.9
Tocal - . 1760 o 27.9 : - 1697 : 194

' TGtal ;:.:'-.-.._"56-38:_8'_ st 2 1000% o $B63S © 100.0%

. Source Leoxslatwe Audit Bureau

__ School District Revenue Limits -

; +19.-" - Since 1993-94,. school districts have been subject to revenue limits, which restrict
.gthe amount: of revenue that they can receive through the combination of general school aids and the
Jocal property tax:levy.. Revenue. limits do not apply 10-state catcgoncal aids, federal aid and local

© . ‘nop-property -tax receipts. The nglsiature implemented ‘revenue. limits in an- effort to_restrict

. Increases in local. property taxes. and school-district: costs. -However, while school district surveys

"'".-"___mdwate that revenue limits: havc cansed districts to reduce costs and: einmnate -programs;-school -~

districts emphas;zc that special education costs are difficult to control due to strict state and federal -
mandates for provxdmg services.

---20 Thexefore, because mast of the ;ncrease in fundmg for specaal educamn has come in

I the cc}mbmataon of revenue, hmii;s mcreasmg spemai educatmn costs and near level categor;cal and

- federal aid. has forced districts 1o reduce critical'regular education programs-in an effort to fund
special education. . School districts report.increasing regular education class sizes; elimination of
-extracurricular programs and deferred building maintenance, in part due to efforts to support special
. education costs at the expense of regular education. Special education staff at DPIindicates that this
friction-between special and regular education has caused some districts to personalize the costs of
special education by publicly blaming the costs associated with individual pupils receiving special
education services for the elimination of other programs.

21. Because revenue limits allow the same annual increase, $208.88 in 1998-99, for
every pupil regardless of disability or cost, revenue limits do not necessarily permit revenue
increases adequate enough to fund the increasing percentage of special education pupils. In addition,
because revenue limit increases are based on pupil enroilments, school districts with declining
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enrollments are especially constricted; partlcularly those districts with high-cost special education
pupils. : : :

Specxal Educaiwn Fundmg Mechanisms

_ 22-.-_-_ Whﬁe the state has not met the 63% rmmbursement rate for most special educauon
- costs under the categorical aid program since.1984-85, when computed based on.total state support
for special education costs, most school districts receive state reimbursements of more than 63% of
- special education costs: However, many school districts argue that the 63% target is meant to apply
only-to categorical aid funding and represents a.commitment by the state to reimburse 63% of
special education costs for all. school districts, regardless.of district equalized value or proportion of
school levy. -Additionally, they assert that because state. law mandates special education services,
:the state.shou}d-be :obl-igated to pr.ovide proportional funding for all school districts.

23 I order 1o m@et the 63% relmbursement rate in 1998- 99 an estimated $229 Imihon '
: weuld need to have been added to the current $275 5 million funding level, which when offset with
a reductlon 1 general school aids to mmntam twontiurds funding, would have resulted in a.net
increase of $146.7 million, Given the current amount of state funding already committed to fund K-
- 12 education, the 63% reimbursement rate.may be. an unreasonable target. Additionally, both the
LAB and State Supf:rintﬁndem’s Ta.sk Force report that the majority of school districts statewide
that over 70% of the district administrators that responded to an LAB survey mdlcated
dissatisfaction with the current categorical aid formula.- Sixty-two: percent - of respondents were
. supporﬂve of changes recommended by the Task Force; however, such support dechned to 12% of
= respandents 1f 1he change meam a decrease in- aad for then* dismct

i 24 | Thf: Task Ferce recoﬂnnended deietmg the current spec:al educatmn categoncal aid B

progra,m and replacmg it with a funding mechanism that would: (a) reimburse school-districts for

90% of the special education costs above ‘a-threshold amount determined for each pupil special

education identification category; (b} provide -a revenue limit-exception equal to per pupil costs
~above’ average costs, but ’beiew threshold costs for each pupil -category; and (c) distribute any

remaining funding based on varxous types of pupil counts. Additional Task Force recommendations

focused on allowing flexibility i in the use of state funding, staff professional development, school

district enrollment and service issues, guaranteed funding increases-and methods for enabling school

dlstncts to exceed the revenue’ lzrmt for specza} educamc)n COsts. ;

w25 The Center for Spec1a.1 Educatmn Fmanee wh;ch is a-national- pohey research
orgamzanon funded primarily through-the U.S: Department. of Education, has completed several
analyses of various special education funding models. There are four basic models used by the 50
states for -distributing state: special education aid to school districts: (a) resource-based, which
provides funding based on specific education resources, such as teachers or classroom units; (b)-flat
grant, which-is a fixed funding amount per school, pupil-or other unit; {c) percent reimbursement,
which allocates funding based on a percentage of allowable or actual expenditures; and (d) pupil
weights, which distributes funding based on two or more categories of pupil-based funding for
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~special education, expressed as a multiple of regular education aid, such as a hearmv—impmred pupil
being weighted as 1.5 pupil for general aid purposes.

26. The Attachment provides an assessment of the strengths -and . weaknesses of each
model, based on information from the LAB report and the Center for Special Education Finance.
. However, the strengths and weaknesses of each of these models depends on the specific policy
goals established by a state as well s the' relationship between special education funding and the
Jatger school finance situation‘in a state. For example, revenue limits may add to the weaknesses or
_+strengths 'of a funding mechamsm ‘depending ‘on if the goal is'to provide funding-inside (through

* general ‘aids) or-outside (via a categorical -aid or ‘a revenue limit exception) the revenue limits.
Additionally, if ‘a goal is to prov1de funding to school districts based on' the ability to raise local
revenues for edicational programs, each of the four major funding models conld be adjusted to take
into consideration schoel district: equa}mcd values, by pmwdmg additional suppon for low-value
schooi dlstncts . :

' '-":--'__"27; The dissatlsfacnen With the- speczal aducaticn fundmg mechamsm expressed by
j 'school districtsin Wasconsm is not nmt;ue ‘Based on the most recent survey data avallable, 76% of
** the states mdlcated dissatisfaction with their special education fundmg model. Of the four models
*outlined above, 10 states (20%) use ‘a resource-based ‘model; 10 states (20%)-use a flat grant; 11
states (22%); including Wisconsm, use a percent rmmbursement modei and 19 states (38%) use a
pupﬁ welghttmﬁ modei N R

Fundmg Mechamsms for Wlsconsm Lo

28 szen the cembmaﬁon of revenue. hmﬁ;s ﬁve years of level categomca} a,id fundmcr

for special education; and increasing spec;al educahon costs and enrollments, merf:ly changmg the

E mechanism through: which. special education aid is. dzsmbutcd would not likely adequately address o

- the concerns expressed by school districts, special education experts and parents of children with
disabilities. In addition, due to the sentiment for a hold-harmiess provision for any funding changes,
" it may be desirable to leave intact the current appropriation; funding level and cost reimbursement
model for special education; and provide adcimonal ftmcimg na separate categomcal aid pmgram :
-that 1s dzstnbutcd via another mechamsm L . L e

- 20 Whﬁe several proposais have suggested a revenue hmit exceptmn for speczal
educanon costs not aided under the.current special education categorical aid.program, it may be
more desirable to provide increased categorical aid funding for targeted special education pupils or
costs. Because categorical aid funding is already outside of the revenue limits, such funding would
address some of the revenue: limit concerns expressed by school districts-and may allow the state to
~ more - easily ‘monitor special education costs and expenditures. -Additionally, because both
categorical aid-funding and a revenue limit exception would increase partial school tevenues, a
revenue:limit exception or categorical aid of the same amount would require the same-increase to
two-thirds funding: For example; a revenue limit exception-or catcgorxcai aid pregram funded at
$10 million would reqmre anet amount of $6 .7 million of state fundmg
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~ 30.  In responding to the LAB survey, most school district administrators favored two
funding distribution methods for 'Wisconsin. Sixty-seven percent indicated some support for a
pupil-weighting formula and 62% expressed some support for a high-cost pupxi model. Following
is-an out]me of altemanves for both of these methods

_ R S Puptl Weighting: Altemat:ve One method for provuimg addmonal spema} education
categorical axd_wauld be .10 distribute -funding -based on weighting pupils based on the twelve
disability -categories established under state Jaw, with more. costly disability. categories awarded
greater weights. Such a weighting system could address concerns that certain pupils with disabilities
are more costly to educate than others. - g

32. It is difficult to determine anappropriate means by which to weight pupils by
disability category. The LAB offered no recommendations and the Task Force suggested that DPI
should determine the Wc1ghtmg factors. While cleariy pupils with severe dzsabzhtaes are more costly
to educate than pupﬁs ‘with Imlder disabilities, -it ‘may be most appmpnate to .require DPI-to
“determine. propcr pupil dlsablhty wcights through the rulemaking process. The special education
: staff at DPLis trained in the area of educanng puplis with disabilities and would be able to consult
‘with school districts and other special education experts-throughout the process. Legislators would
~ be able to approve DPTs weighting system or make modifications when the rules come before the
“Jomt- Committee -for Review-of Administrative Rules. In-order to ensure ‘that such rules are
completed in time to distribute funding in-1999-00; it may be désirable to permit DPI to establish
the mmal mics through the emcrgcncy rulemakmg process

: 33 ThIS typﬁ of: fundmg model weuld pmwde schcoI dJsmcts w1th flexibility in the use
of funds; and is:based on the relative costs of educating certain: puplls On-the other hand, pupil-

- :nght}ng models are the. most likely funding’ mechamsm 1o provide:an umntended incentive to- " "
over-identify or misclassify pupxis to “disability. categories receiving higher reimbursement rates. -

Because Wisconsin school districts may have a tendency to over-identify special education pupils
currently, it may be more desirable to provide additional funding through another mechanism.

34.  High Cost Péréentage Reimbursement Aliematzve An alternative to a pupil
weighting model would be to implement a vananon of the recommendation offered by the Task
Force. Under this alternative, school districts would be reimbursed for 90% of the per pupil costs
which exceed three times the district’s average regular education costs per pupﬁ Any costs not
reimbursed under this formula could be aided under the current law categorical aid program or the
equalization aid formula. An example of the calculation of this cost reimbursement follows:

a Ragﬁfér e:&iié_atioé éc_st per pupil =$4,000;

b. High-cost special education pupil cost =$20,000;

c. Costs Aided = $20,000 - (3 X $4,000) = $8,000;

d. Aid = 90% X $8,000 = $7,200.

35.  Task Force members believed that high-cost pupils have such a singular effect on
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school district budgets that a‘high level of state support is justified. Such targeted funding couid
.also -assist school districts that are most adversely affected by increasing special .education costs.
although it 'may also provide an incentive to shift costs to certain high-cast pupils. It is not possible,
however, to estimate accurately how categorical -aid distribution would :be affected by this
alternative because there is no reliable information on the number or cost of high-cost pupils by
district ‘or - statewide. School district administrator responses to thé LAB survey questions
concerning the number orhigh-cost pupils in their districts were‘inconsistent and could not be used
“10 make reliable projections. Task Force members and DPI staff estimate: that "high-cost- pupils
‘would account for ten percent or fewer of all special educaﬂon pupﬂs bt estlmates about the cost
of such pupils is not available. -

Fundmg Levei for New Categoricai Ald

= : 36 In order to- provxde addmonal fundmg at-a. levei that could address some. of the
ic(mcems r&lated to funding. for - special education -costs, the Committee ‘could- prowde funding .
+ increases: eqmvajient 10 5%, 7:5% or'10% annual funding increases. As-an example, the Committee
could prov;de $13.8 million in'1999-00 and $28.2 million in 2000-01, which is ‘equivalent to'a five

- percent annual increase in funding for special education categorical aid. In order to maintain two-

-+ thirds funding of partial school revenues, the Committee could reduce funding for general school
. aids by $4:6 million.in1999-00.and $9.4 million in:2000:01. Therefore, the net fiscal effect would
be $9.2 million in 1999-00 and $18.8 million in 2000 01.. ' . .

37. -~ Finally, in order to ensure that most spec:lai education pupﬁs in the staize'a're served
- by-increased funding for special education aid, it may be desirable to-specify that CESAs, CCDEBs
~and charter schools -established by the City- of leaukee, UW- Mﬂwaukeﬂ (UWM) -and thc

' '.Mﬂwaukea Area ’I’echmcai Coiiege (MATC) wenld be eizgible to rex:ewe aid . under the new. -

'--progra:n in: the same anner as school districts.
ALTERNATIVES

A . Exnstmg Categor;cal Axd ngram
1. Cost Rezmbursemem Percenta ge Levels for Exzsz‘m g Categoncal Azd Fi undmg

“ar - Approve the Governor’s recommendation to delete the 63% and 51% reimbursement
levels for certain special education costs under the current special education categorical aid
program. Include a clarification to ensure that the full costs of special education for children in
hospital and convalescent homes.are reimbursed as a first.draw on the appropriation.

b. Maintain current law.
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2. Funding Level

. . Provide adgiit_ienal_. funding under the existing catggorical aid program, with-one of the -

GPR Funding for General School Net ‘Biennial
% Existing Categorical Aid Offset Funding Increase Total .
Increase 1999-00 2000-01 1999-00 2000-01 1699-00 2000-01 1999-01

1% $2,755,500  $5,538,500 -$918,300 -51.846,200  $1,837,000  $3.692,300  $5,529,300
2% 5,511,000 11,132,200  -1,837,000 -3,710,760 3,674,000 7.421,500 11,085,500
3% 8,266,500 16,781,000  -2,755,500 -5,593,700 5,511,600 11.187,300 16,698,300
4% 11,021,500 22484700 -3,674,000 7,494,900 7,347,900 14,989,800 22337700
5% 13,777,400 28243700 -4,592,500 -9,414,600 9,184,900 18,829,100 28,014,000

S L

B, Ne_w_ Categermai Aid'Pif_o_"gram'
| : L Pupz! nggkﬁng-MechaniSrﬁ |

Specify that special education pupils would be weighted based on the disability categories
established under state law, with more costly disability categories awarded greater weights. Require
IDPI to determine proper pupil disability weights through the rulemaking process. Permit DPI to
establish the initial rules through the emergency rulemaking process. Specify that this funding
would be provided in a new, sum certain GPR appropriation.

" .2. . High-Cost Pupil Reimbursement

© Reimburse school districts for 90% of the per "pti;.;ii-é,pe"cial edﬁcaﬁon costs Whi(’:h--ex.c'e_:e.d:" -'
three times the district’s average regular education costs per pupil. Specify that this funding
would be provided in a new, sum certain GPR appropriation.

S 3. Fundmg Level

‘GPR Funding for General School Net Biennial..

% New Categorical Aid Aid Offset Funding Increase Total’
Increase 1999-00 2000-01 1999-00 2000-01 1999.00 2000-01 1999.01

a. 5% 813777400 $28,243,700 -54,592500 -$9.414,600  $9.184,500 $18.829,100 $28,014,000
b. 7.5% 20,666,200 42,882,300  -6,888,700  -14,294,100 13,777,500 28588200 42,365,700
c. % 27,554,900 57865300 9,185,000 -19,288.400 18,369,900 38,576,900 56,946,800
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4. CESA, CCDEB and Charter School Eligibility

Specify that CESAs, CCDEBs and charter schools established by the City of Milwaukee,
UWM and MATC would be eligible to receive aid under the new program in the same manner as
school districts.

Prepared by: Ruth Hardy
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- ATTACHMENT

Characteristics of Special Education Funding Allocation Models

Pupil-Weighting

. Potential Stren
. Fundlng is based en the relatwe costs assm:nated
with different types of disabilities
o Flexibility in use of funds
e Predictable '

Potential Weaknesses
Tncentive to over-identify pupils and 10 mis-
classify pupils to disability categories receiving
higher reimbursement
Less accountability for tse of funds .~
Funding may be unrelated to actual costs
No connection to pupil achievement outcomes

Perce:aiage Reimbursement

Poientlal Strengths

_ Potential Weaknesses
Funding is reiated to actual costs or ehgabie costs + Some incentive to over~1dent:fy pupils
Little incentive to misciassafy disabling conditions | » No flexibility in the use of funds
Understandable » Administratively burdensome
» Limited incentive to conirol costs
» No connection o pupil achieverent outcomes
Resource-Based
Potential Stren ~ Potential Weaknesses
. Fundmg is hased on'the re}atwe costs assocnated tye 1ncentwe 1o ever-zdennfy pupils. and produce more | - -
with delivering the various instruction and other resotirce units to generate additional funds
special education services e Funding may be unrelated to actual costs
Flexibility in use of funds e Disincentive to mainstream
Predictable » Limited incentive to control costs
Easy fo administer » No connection to pupil achievement outcomes
Flat Grant

Potential Strengths
= No incentive to over-identify pupils or to mis-
classify disability category
Flexibility in use of funds
Administrative ease

Potential Weaknesses
Incentive to under-identify pupils
Funding unrelated to actual costs
No connection to pupil achievement outcomes

Source: Legislative Audit Bureau and Center for Special Education Finance
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Gov Agency: Departmenf of Public Instruction - County Children
with Disabilities Education Boards - Categorical Aids

Recommendations:

Paper No.: 776 Aliernaiwe(s) Plache/Cowles motion WEAC Is supporting
or Alf. 2or3 ' : _ '

Comments: See pcmgrdph'? for arguments for Alfs, 2 & 3, Obvio_usw, the
ftrsf Cho:ce is 2 bu‘f ?hc:t? is- atso more costly than 3.

| PIache/Cowles Mohon Spreads ouf alfemnative 2 over 4 years & adds on
cost confrals :
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Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, WI 353703 » (608) 266-3847 = Fax: (608) 267-6873

May 20, 1999 Joint Committee on Finance Paper #776

~ County Children with Disabilities _Education Boards (DPI -- Categorical_'_Aids)

CURRENT LAW

. The resp0n51b111ty for educatmw children with disabilities is generaﬁy a551gned to school
“districts.” A school district may meet this responsabihty by participating in-a’ ‘county ‘children with
“disabilities education board (CCDEB) program. The financing of CCDEB procrams can be
structured in one of two'ways: (a) independent, where the CCDEB levies a fax against the area
of the county participating in the program for costs not reimbursed by state and federal aid; and
_(b) contract, where the scheoi dzstncts contract with the county board for specml educatzon
B scrv;ces and Ievy a tax for these costs not supported by the state.” '

Currently, i_here are ‘four ceunty programs. {Brown Calumet, Racine and Walworth) that

-operate mde;)endently These CCDEBS generaily recewe categorical aid through sta’iemdé E

categorical spcczal education aid. In addition, they receive general aid: from a separate

~appropriation with $2,316,300 GPR in 1998-99 for pupils who are enrolled solely in the county
program. “School districts receive general school aids for those pupﬂs who are enrolled both in
the schooi d:smct and CCDEB Operated c}asses '-

There is one county program (Marathon} that operates under contract: with participating
school districts. This CCDEB receives state special education aid for its program costs and the
net cost is charged to participating school districts. - General school aid is provided to the school
district for all pupils enrolled in the’county program. This CCDEB is not elzgzbie for any general

:—nd from the SZ 316, 3(}0 GPR prowded for general aid for CCDEBS '

GOVERNOR

Maintain current law funding of $2,316,300 GPR ammaliy. for general aid to the four
fiscally independent CCDEBs.
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DISCUSSION POINTS .

1. State fundmcr for general aid to CCDEBs has remained unchanged at $2 316 300
GPR annually since 1992-93. However, when Manitowoc County dissolved its CCDEB and no
‘longer-received aid beginning in 1995-96, this $2,316,300 of annual general aid was then allocated
o four CCDEBS rather than five as m eas:her yea,rs

2. The state aid payment to each CCDEB is determined by recaicuiaung each
participating school district’s equalization aid by adding: (a) resident pupils solely enrolled in the
CCDEB. program to. the: district’s membership; and (b) the net cost.of services provided by the
CCDEB to both jointly enrolled and solely enrolled resident pupils to the district’s shared costs. The
percentage of the district’s. shared costs_funded by equalization aid that is produced by this
recalculation is then multiplied by the net cost of the CCDEB program to generate the CCDEB aid
entitlernent. These aid-entitlements are summed for each CCDEB and an overall prorate factor is
apphed to aliiecate the $2.3 16 36{) of fundmg bctween the four CCDEBs. '

3. In 1997 98, i:ha four CCDEBS had a net cost of approxunamiy $il 7 mﬂhon and 3
generated an aid. entxt}emem of approxamazeiy $6.3 Imlhcn Because the Boards’ aid entitlement of
- $6.3 million: cxceeded the amount of state aid. provzded to CCDEBs, a pro-rate factor of 36.9% was
“used in 1997~98 Trds: est1mat¢d that the prorate factor-for 1998-«99 will.be 35. 2%, with the state

providing $2 3 16 3{}(} of funding towards an aid entitlement of $6. 6 million,

_ 4. - ?reponents of CCDEBS arguc that they are under—funded by the state compared to
schooi dlSl‘IlCtS darecﬂy prov1dmg similar servxces to pupﬂs For school. districts ch:rectiy providing
services, the revenues used to fund these costs are mcluded in the definition of partial school

.. Tevenues, and the state prcv;des two-thirds funding, _{m a statewide. average basis. In 1997-98, the

iy =county property tax levy for these b&axds totaled $10 million. When state catégorical aid. for special

" education that is received by CCDEBs i is. ‘considered, state aid in 1997—98 rf:presanted apprommately
45% of the tota;i of :state aid and ‘county. property taxes levied for. CCDEBs in that year. This
percentage 1s relevant, because itis comparable to the two-thirds fnndmg calculation that is made
for K-12 partial school revenues..In order to increase that percentage to 66.67% in that year, an
additional $4.0 million of state aid -would need to have been, prowded wh;ch would have allowed
- the ccunty property tax. Icvy to be reduced by a can:espondmg amount. R :

5, : One cmﬁd argue. that ’oecause state azd reccxved by CCDEBS s already mcluded in
two-thirds fundmv of the cmmty property taxes icwcd fox CC}.)EBs would double count this state
aid. Using this approach, an additional $6.7 million of state aid would need to have been provzdcd in
1997-98. If this additional state funding had been provided to CCDEBs, the county levy could have
been reduced from $10 million to $3.3 million, and this additional state aid would have represented
two~th1rds of th;s combmed state aid and county propcﬁy tax 1evy amouni of 310 mﬁhon

6. An ﬁtemanve thai would estabhsh a permanent miechanism to ad;ust funding for
CCDEBs would modify the appropriation for general aid to these boards to be a capped sum
sufficient appropriation set equal to the prior year aid entitlement for CCDEBs. Under this
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alternative, it is estimated that:$4.6 million GPR in 1999-00:and $4.9 million GPR in 2000-01
would:be provided to CCDEBs and-equalization aid could be reduced by $1.53 million in 1999-00
and-$1.63 million in 2000-0} and still maintain two-thirds funding of partial school revenues. As a
result, the net cost wouid be SS 07 million GPR in §999 00 and $3.27 million GPR in 2000- 01

. 7. A dlfferent approach for cons;deratlon by the Commlttee that. could requn'e a smaller
comﬁment Qf GPR. funding would be. to_simply provide additional funding to CCDEBs in the
current annual sum certain appropriation. As a example, an additional $683,700 GPR in.1999-00
and $1,683,700 GPR in 2000-01 could be provided to these boards. This would provide total
funding of $3,000,000 GPR in 1999-00 and:$4,000,000 GPR in 2000-01 for CCDEBs, which would
represent annual percentage increases of 29.5% in 1999-00 and 33% in 2000-01 from the prior
- years. A-second example involving a lesser amount of GPR funding would be to provide $183,700
GPRin 1999-00.and $433,700 GPR in 2000-01, which would-represent annual percentage increases
of 7.9% in 1999-00 and. 10% in 200001 from the prior-years. Under either example, one-third of
- any funding i mcrease could be reduced ’fmm equahzatmn aid to ad}ust 1wo—tb1rds fundmg of partlal
school revenues:; - S : g o _

B .If no additional state’ fundingis forthcoming; an option for the four counties that
- have fiscally independent CCDEBs.would be to restructure these entities so that they would operate
on a contract basis as is done in Marathon County. From a fiscal standpoint, the county would no
longer levy for these costs. Instead, the local school:districts would contract with the restructured
CCDEB, and would pay for these services.from the school-districts:general school aid and property
tax levy. However, this option would depend on the underlying school districts being willing to
enter into this type of contractual: arrangemem involving the expenditure of monies derived from
their aids and levy. If this change would occur, it is likely that the school districts involved would
_‘Tequest-a’ transfer: of service adjustment under revenue limits for this increased cost. The

| '.{}epartment ‘of : Pubhc Instructmn (DPy wouid make the detemunauﬁn whether an increase : 10, '.

_revenue hmlts wouid be appropnatc under cun"ent law govemmg transfer of service. If an increase
to revenuc limits ‘would be provadcd and the scheol district zncreased its property tax levy to the
max1mmn aliowable the “state’s costs of two»ﬂ:nrds funding of pamal school revenues would
increase from its current level. Thus, although this type of restructurmg could resolve the counties’
ﬁsczﬁ concerns, it could be more costly to the state than s;mply increasing aid to CCDEBs.

9. A second -optlon that these four counties could consider if the current county
property tax levy is viewed as an undue burden, would be to dissolve their CCDEBs. In this case,
the assets and liabilities of the CCDEB would be distributed to all units participating in the program,
under current law procedures governing the distribution of assets and liabilities on the division of
territory. In this case, the school districts that would be affected would request and in all likelihood
receive, a transfer of service ad}usﬁnent under revenue limits for this increased cost, although DPI
would make this final determination. As under the county option to operate CCDEBs on a contract
basis, if an increase to revenue limits would be provided and the school district increased its
property tax levy to the maximum allowable, the state’s costs of two-thirds funding of partial school
revenues would increase.
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Do 10, One issue involved with the option of a county dissolving a CCDEB, is whether the
: overall costs of education for children with disabilities in that countywould increase. Proponents of
the CCDEBs argue that individualschool districts would incur ‘added costs -if they attempted to
provide these services on their own, since theyeach may have to hire administrative and program
staff for what may be a limited number of pupils. A second concern over the possibility of a county
dissolving a CCDEB was raised in testimony before the Cornmittee, where parents expressed
“satisfaction with the current arrangement azld concern cver Whether the underlymg school cilsmcts
' 'coulci prowde comparabie servmes '

: -:11. The Leglslature authonzed the creation: of this-type of board in 1957. In 1962-63,
there were 45 of these boards in operation. Since that time, there has been a steady decline in the
nurmnber of these boards, with four fiscally independent:CCDEBs remaining in operation. Given the
long-term trend away. from: these boards ‘as part. of public s¢hool operations in Wisconsin, the
Committee may not -wish to allocate additional GPR ‘resources for: general aid to CCDEBs. These
‘boards would continue. to receive base level. fundmg for general aid, and the four counties could
decide Whether a CCDEB remams thc best choice glven thzs level of state support. '

RN -12.1'._ In recent years, the Lec;slature has level funded miost" categoncal aids as well as

general-aid to CCDEBs. Other school aid programs, such as'special .education aid, are prorated so
that school districts receive only a portion of their statutory aid entitlement. Tt is unclear whether an
aid program that benefits only four counties should receive additional funding as a pnomy over
other forms of schooi axd that are more w1deiy distributed:across the state.

- _ALTERNATIVES

B Estabitsh Capped Sum Suﬁaem Appropnafzon Provzde 54, 600, 000 GPR i in }9994 E
00 and $4,900,000'GPR in 2000—01 to fund the estimated pnor year a:d ent1ﬁemcnt for general aid
to CCDEBs. Modafy the appropnatxon for t}us purpose from an annual sum certain to instead be a
capped sum sufﬁment set equal to the prior year aid entitlement for these CCDEBS Delete
- $1,533,300 GPR in 1999-00 and $1; 633, 300 GPR n 2000 01 from equahzauon eud to adjust two-
thirds fundmg of partia} school revenues '

Aftematwe? s . GPR
1988-G1 FUNDING {Change o By .. $6,333,400

2. Increase Current Appropriation by 29.5%/33.3%. Provide $683,700 GPR in 1999-
00 and $1,683,700 GPR in 2000-01 in general aid to. CCDEBs. Delete. $227.900 GPR in 1999-00
and $561,200 GPR in 2000-01 from equahzatloa aid to adjust two-thirds fundmg of partial school
revenues. . o .
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Alternative 2 ' GPR "

1999-01 FUNDING (Change to Bil} $1,578,300

3. Increase Current Appropriation by 7.9%/10%. Provide $183,700 GPR in 1999-
00 and $433,700 GPR in 2000-01 in general aid to CCDEBs. Delete $61,200 GPR in 1999-00
and $144,600 GPR in 2000-01 from equalization aid to adjust two-thirds funding of partial
school revenues.

] Alternativé 3 GPR
| 1999-01 FUNDING (Change to Bil}) $411,600
4, Maintain current law.

Prepared by: Dave Loppnow
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Gov Agency: Department of Public Instruction - Open Enroliment
Transportation Aid

Recommendations:

Paper No.: 777 Altemative(s):  Approve Modification

Prepared by: Cindy




Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, W1 53703 « (608) 266-3847 « Fax: (608) 267-6873

May 20, 1999 Joint Committee on Finance ~~~ Paper #777
~ Open Enrollment Transportation Aid
~(DPI-- Categorical Aids)

[LEB 1999-01 'Bﬁdg_et Summary: Pag_e_49'2,"#’?} o

CURRENT LAW

The parent of a pupil who is eligible for a free or reduced-price lunch under federal law
and who will be attending public scheol full-time in a nonresident school district in the following
school year may apply to the Department of Public Instruction (DPI) for the reimbursement of
costs incurred by the parent for transportation of the pupil to and from.the pupil’s residence and

_the ‘school  that ‘the: pupil will be attending. The Department is required to determine the =

reimbursement” amount, ‘which may ‘not ‘exceed the actual transportation costs incurred by the"-
parent or three times the statewide average per pupil transportation costs, whichever is less.

In 1998-99, $1,000,000 GPR is appropriated for this purpose. If the appropriated funding
is insufficient to pay the full amount of approved claims, payments must be prorated among the
parents entitled to reimbursements. By the second Friday, following the first Monday in May
following the receipt of the parent’s application, DPI is required to provide each parent
requesting reimbursement an estimate of the amount of reimbursement that the parent will
receive if the pupil attends public school in the nonresident school district in the following
school year.

GOVERNOR

Delete $500,000 GPR annually from base level funding for this purpose.
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MODIFICATION

Reestimate funding necessary for open enrollment transportation aid by -$225,000 GPR

in 1999-00. In order to maintain two-thirds funding of partial school revenues, provide $75,000
GPR for general equalization aid§ in 1999-00.

Explanation:  Since the introduction of the Governor’s budget recommendations,

DPI has received final notifications of applications for the open enrollment program and
transportation aid: -Applications are up 14% from the previous school year, which is less
than estimated under the Governor’s budget recommendation; therefore, funding can be
reduced for this purpose in 1999-00. With this modification, total funding for open

enrollment transportation aid would be $275,000 GPR in 1999-00 and $500,000 GPR in
2000-01. ' o

1 "Modification GPR

- $150,000

1999-01 FUNDING (Change o Bill)

Prepared by: Ruth Hardy
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Gov Agency Depoar’rmen’r of Public Instruction - Student
Ach|ever”nemr Gucran’ree in Educaﬁon '

| Ref:Qmmendaﬁons:.fr |

Paper No.: 778 AEtemui:ve(s) : A-ch_ (WEAC pick) and Bl and C2 (WEAC
didﬁ?weigh nonBorC) SR . o '
Comments Aﬂ“ Sc funds all ehg;bte SAGE schools excluding current -

pczlmc: pc‘nng schools & P-5 schools with A poverty rate greater than 50%. Of " |
course ;f Th;s f(:tE!S we Try To move up fh@, Eirae fe e[fher é@ or. 70 % of poverfy S

o 5tals ’rofcﬂfy fall bc:ck wouEd be 4 Anows more SAGE schools thanif__-?_'fjjf-'.'
SRR _proposed by the Governor and deie’res ’rhe s’rafu?ory references to ei;g;b;i:‘ry
L -belng bc::sed Oﬂ 80% peverfy for Malwoukee cmd 62% fcar r@sf of fhe sfcs’re o

AET B’i c:l!ows schooi dls’mcts who were prevnousiy @lrg;bie for The SAGE' o
progmm but declined twice, to remain eﬁglbie LFB explains. in paragraph 12.
that -circumstances could change -that would make it possible for a school
- district fo. pc;rhcspafe |n ’rhe progrcam when l’f mcxy mT hcve been pcss;b{@ -
'prevzousiy ' . . . L S R

R AET 02 cmows DPE ’ro Conhnue To use watver au?horz’fy ‘ro Oufhorzm.ﬁ_:_;'z} -
Qdd;mnal SAGE scheo!s ;n excass of sfa’fufory Gtiocah@ns (2 g Sk

| P.r_epqréd -by: Cindy



Legislative Fiscal Bureau
One East ’Viazn _Suite 301 » Madisor, W1 53703 = (608} 266-3847 » Fax: {_60_8) 267-6873

May 20, 1959 - - Joint Committee on Finance - Paper #778

Stuiient A(_:h_ievement_(}u_ara_nteg m E_d_'m_:a_t_i_qn (DPI -- Categorical Aids)

[LFB 1999-01 Budget Summary: Page 489, #2]

- __CURRENT LAW

A total of $15, 030 000 GPR is pmvxded in 199%- 99 ‘for ‘the ‘student achievement
guarantee in education (SAGE) program. The SAGE program awards five-year grants to school
dzsmcts with. at 3east ong school with an enm}lmem ‘made up of at least 50% low-income pupils
(as defined by USC 2723)in the previous school year. Eligible school d;stmcts ‘may enter into a
§ 'contract with Department of Pubhc Instruction (DPI) on behalf of one school in the district if in

~ the prewous school year, the School had an enrollment that ‘was made up of at least 30% low-

) income pupils and the school board is not rece;vmg a preschool through grade ﬁve (P-S) grant on

S 'bEhalf of that. schooi

Statutorliy, the Milwaukee Public Schools (MPS) schooI district can enter mto contracts'
on behalf of up to ten schools. If other districts have more than one eligible school, they are
. required to contract for the school with the largest number of low-income pupils in:kindergarten
. and first grade. DPI is permitted to allow school districts to contract for-one additional school if
other eligible school districts have declined to participate in SAGE and DPI determines that .
sufficient funding is available. Based on DPI’s interpretation of the SAGE statutes, DPI has .
permitted ‘several school districts, with original ‘SAGE contracts, to contract for up to an
additional two SAGE schools under the second'round of contracts, In.addition, under the second
round of contracts, ‘DPIL, under ‘the waiver process; has permitted MPS -to contract. for an
additional seven. schoois mcreasmg the: total number of MPS contracts to 14 o

’I‘he ongmal SAGE contracts, wh;ch apply to school years 1996w9? through 2090—01
covered kindergarten and first grade in 1996-97, with the addition of grade two in 1997-98 and
‘grade three in 1998-99. ‘These contracts expire on June 30, 2001: Under 1997 Act 27 (the 1997-
99 state budget), a second round of contracts is permitted for additional schools and school
districts, to cover school years 1998-99 through 2002-03 with kindergarten and first grade in
- 1998-9% and the addition of grade:two in 1999 00 and grade three in 200(}-01 These contracts
expire on June 30, 2003. o
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School districts must do all of the feilowmfr in éach SAGE school: (a) reduce each class
size in the applicable grades to 15 pupils; (b) keep the school open every day for ex{ended hours
and collaborate with community organizations to make educational and ‘recreational
~ opportunities as well as community, and social services available in the school to all district
residents; (¢) provide rigorous academic cumculum des;vned to improve academic achievement;
and (d). create staff development and ‘accountability programs that provide training for new staff
members, encourage employe collaboration, and require professional development plans and
performance evaluations.

" Funding per pupil is determined by dividing the amount appropriated by the number of
low-income pupils enrolled in eligible grades in every SAGE school in the state. Kindergarten
pupils are pro-rated based on the number of hours per day they spend at school. School districts
may receive no more than $2,000 for each low-income pupil; in each year of the program, SAGE
schools have recezved thf: fuli $2 GDO for each low -income F].’E pupll

Adthtlonaily, DPI is reqmmd to an'ange for an evaluation of the SAGE program and must - |
~ allocate $250,000 annually for this purpose.  The. Department has contracted with'the Umverszty

- of WlscenszmMﬁwaukee (UWNE) for thxs evaiuatm

N I order to commue to recewe fundmg under the SAGE progra:m school dlstncts must
_ pass ‘an annual review. At the ‘end of each school year, a committee cons;stmg of the State

_;Supermtendent the’ Chmrpersons of the Educatmn Commﬁteﬁs in the Senate and. Assembly and
_ :the head of the. UWM evaluation team must Teview the progress of each SAGE schooi and may
' recommend that DPI temunate a contract if a schooi has made msufﬁczent pmgress or ‘has
'_ '_3: vxo}ated the requlrements of SAGE ' '

""'GOVERN@R

Prowde 53 454 000 GPR in 1999 00 and $13 483 400 GPR in 2000*01 for the SAGE :
--iproaram to fund schools that began contracts in 1996 9’? and }998»99 and a third round-of SAGE-

i contracts startmg m 2“&01

Create new. ehglbihty reqmrements for these schools that wouid partxczpate in the thn’d
: round. of -contracts starting -in 2000-01.  Specify that a school district would be eligible to
- participate in the program:in.2000-01 if, in the 1998-99 school year, a'school in the district had
an enrollment that was.at least 50% low-income. -Under current law, a school district is required
to have an enmliment that was at }east 5{}% 10w~mcome in the prev;ous school year

Spemfy that a sc:hoal dxsmct other than MPS wcauid be ehgxble to enter into a camiract on
“behalf of one or more schools in the district if all.of the following apply: (a) in. the previous
. .School year, the school:had an enrollment t_ha_t was at least 62% low-income; - (b)-the school is
not receiving. a-P-5-grant; (c) the school district, if eligible in the 1996-97 -and 1998-99 school
-years, participated-in either year; (d) the school is not currently participating in the program; and
() the school is not a comparison school for purposes of the annual program evaluation..
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-+ Specify ‘that MPS would be eligible to ‘enter into a contract on behalf of one or more
schools in the.district if all of the following apply: (a) the school, in the previous school vear, had
an enrollment that was-at least 80% low-income; (b} the school is not receiving a P-5 grant; {(c)
the school is not currently participating in the program; and (d) the school is not a comparison

schcol for the parposes of the annuai procram evaluatxon

Cochfy current pracnce to pen‘mt MPS o contract for up to ten schoo}s in both the 1996-
97 and 1998-99 contract rounds, for a tetal of 20 schools. “Also codify current practice to provide
that if a school board 'of an eligible school district -does mot enter into a contract,-other school
: boards may apply to enter contracts on: behaif on one-or more schools, except for MPS

| Extend (a) the date in whzch DPI may enter mto SAGE contracts from June 30 1999, 10
June 30, -2001; (b) the annual evaluation of the program from the 2001-02 school year to the

2003-04- school year; and (c) the date i in:which no funds may be encumbered from the SAGE.

: appropnauon from June 30; 2003, to June 30, 2095 These modifications would conform current
programmatic sunset’ dates wzth the tzmmg of the proposed third round of five-year SAGE
- contracts. S o : :

_DISCUSSION P{)INTS

' 1.' Thc SAGE program was estabhshcd under 1995 Act 27 (the 1995-9’7 budget) based
_(m recommendanons from the Urban Initiative study compieted by DPI in order to identify methods
for i 1mpr0vm pupli achmvement in 10W-1ncome school districts. SA(}E was 1m€1ated as a five-year
program. and _included a provzszon for a program evaluatwn wh;ch would determine the
' _effcctzveness of the cemponents of SAGE As pait of the 1997—99 budget act (1997 Act 27, the
Legaslatum recennnended provxdmg adc‘huonal fundmg in ordcr to fund a second round of c:omracts
that would expire on June 30, 2003. o

2. . The most recent SAGE program evaluation, from December 1998, indicates that
students in ﬁrst gradc SAGE classroom achzeved sagmficantiy h;ghcr scores in the tested areas of
math, readmg and Ianguage arts than pupils in the comparison classrooms The evaluation reported
_ that the achmvemem of first grade pupils appeared to be mmntamed in second grade; however the
_ advantage did not appear 1o have increased s;gmfica:ntly Teachers in the program reported greater
knowledge of their students and spendmg more time on instruction as ‘compared to classroom
management In addition, SA(}E schools reported an mcrease in the cxtended day actzvztles offered
and participation in those activities in 1997-98. '

3. Preliminary results from the 1999 Project STAR study in Tennessee, indicate that
‘students who have attended small size c}asses (13 to 17) in kmdergarten throuUh grade three,
continue to eutperform students who attended 1arge size ciassas (22 10 25), after ‘they enter grades
with larger class sizes. The study reports that smaﬁ~class students have completed more advanced
COUIses, were less likely to be retained and were less likely to drop out of high school than those
who attended regula: classes or regular ciasses wnh a teacher’s azde
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: 4. In 1998-99, 46 school districts have SAGE contracts with DPI on behalf of 80

-mdmdual schools and -approximately 7,500 FTE kindergarten through third grade low-income

pupils. The current SAGE participating schools and school districts are listed in an attachment to
- this paper. School districts receive $2,000 for each ehgﬁ)ic pupzi

5. The Governor’s budget bill would prowde contmumc fundmg for the current SAGE
schools. - The Department estimates that 9,097 -FTE Jow-income pupils -will be attending the 80
SAGE schools in 1999-00 and -10;881 FTE low-income pupils in 2000-01.. Based on these pupil
-counts, the SAGE program would need an additional $3.2 million GPR in 1999-00 and $6.7 million
GPR in 2000-01 to fund each eligible pupil at $2,000.each. The funding provided in the budget bill
is sufficient to fund these estimated addmona} cOSts, as well as the ongomg $250,000 per year of
' evaluatxon costs ' :

G 6 Tha Gevemors buciget bzii alsa provzdes additional funding.for a third round of
SAGE contraci:s which' would bagm in 2000-01; The funding provided andthe eligibility
srequirements’ recommended for the third round of SAGE contracts contained in the bill are based on
a DPI initiative that was prepared separately from DPI's 1999-01 biennial budget request.- Under the
DPI initiative, the SAGE program would be expanded over the next three biennia to include all
eligible schools with a poverty rate of 50% or more. Eligibility rates for the additional schools
would continue to be based on prior year poverty rates. However, the qualifying low-income rates
would. different for each:contract round (2000-01, 2002-03 and 2{}04»05) and for MPS and non-

'MPS schools For 2000-01, ehgxbie d;stm:ts other than MPS thh a pover’zy rate of 62% or more in
 the pnor year could partzcapate in the program, while chglbie schools in MPS wzth a poveﬂy rate of
~ '80% or more ccuid parﬁczpate For 2002-03, eilglble non MPS schools with pover{y rates bﬁtween
54% and 62% in the prior. year cauid particzpate in tha SAGE program and MPS schools: with a
' poverty ates between 70% and. 80% ‘could: parﬂclpate “For- contracts starting in"2004-05, the -
quahfymg poverty rate for non-MPS schools would be between SO% and 54% and between 50%
and 70% for MPS schools.

) 7. ’i‘he fundmg esumated 1o be avaﬂable for the tinrd round of SAGE contracts. after
deductmg the costs to fund contmumg contracts is $65 ‘million GPR in 2000 -01. Under the
Govemor S, preposed aﬂocation method for the third mund of contracts, using more recent. data on
the poveny rates in these schools, it is estimated that 20 schools in MPS and 11 schools in the
remainder of the state would be ehgable to contract for SAGE aid at $2,000 per pupil at an estimated
cost of $5.85 million GPR in 2000-01. If the Committee wishes to approve the Governor’s
recommendations rclatmg to the third round of SAGE contracts it couId do so and reduce fundmg
by $650,000 GPR in 2000-01.

_ 8. ~Concems have. been raised rcgardmg the Govemors propc:sed allocation of funding

based on dlffermg poverty rates for MPS and the remaining school districts. Accordmg to the data
_ reperted to DPI for the 1998-99 school year, out of the 471 schools with a poveﬁy rate ef 30% or
more, approxnnately 23.6% are located in MPS ‘Under the current SAGE program, the statutes
require that no more than 10 schools be funded i in MPS. The Deparzmcnt however, has waived this
provision and provided funding for 14 schools in MPS, which represents approximately 18% of the
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total schools funded under the program. One could argue that based on poverty rates, a significant
- portion of funding under the program should be provided to MPS. Table 1 below shows the number
- and percent of MPS schools and the number of other schools at various low-income rates. -

TABLE 1

Number and Percent of Schools with Poverty Rates of 30% or More*

' o _ _ MPS as % of
MPS © 'MPS - NonMPS NeaMPS" ' Cumulative Cumulative
Poverty Rates Schools ™ % of Total *~  Schools Z%of Total ©  Total Total 7 “Total
More than 90% 26 = 929% : 2. : 7.1% 28 . . 28 -92.9%
" 80% to 90% 28 82.4 6 17.6 34 62 87.1
. 70%1t080% .. 23 ... 561.. .. A8 ... 439 . . .4} . . 103 = 748
L 60% 0 70% . 19, 432 25 . 568 44 147 653
50% to 60% 9 145 53 Bss 62 209 50.2
0%1050% - 4 360 108 T eeaT T 321 34.0
30% 10 40% 2 1.3 Lq48. T L9870 15000 471 236

Totals i 360 ) 471

*Based on information reported to DPI by school districts for the 1998-99 school year.

9.4 Ag illustrated-in ‘the table above, MPS ‘has: most -of ‘the schools with very high
poverty rates, with 74.8% of the schools with a poverty rate of 70% and above. Based on the
concentration-of poverty in MPS, allocating most of the funding to MPS may be desirable.
.However,-if funding were allocated strictly based on poverty rates, concerns could be raised that

school dastncts other than MPS' wotild receive little fundmg for class size teduction, until schools. |

* with poverty rates under 70% were funded. Further, one could note that under the federal class size
reduction initiative,-MPS would receive over 30% of the funding allocated for Wisconsin in 1998-
99, $6.2 million of the $20.1 million provided to Wisconsin, while some smaller school dxstncts will
not receive sufficient funding to support the costs of one new teacher. A -

10.  While a number of altematives exist in which to allocate SAGE funding for school
districts under the third round of contracts, one alternative would be to-specify a maximum number
of schools that could be fanded under the third round for MPS and for the remainder of the state.
By specifying: a number of schools rather than a percent of poverty, DPI would have more
flexibility in awarding contracts. If schools with -higher poverty rates decided not to parﬂcxpate DPI

could contract with-another: schomi w:{th a lower poverty rate 1f the ﬁxndmg were avaalable

1 1 Under thxs method af aliocanon the stamtes couid Spcc:tfy that up to 20 scheois from

MPS -and up to 11 schools in the remainder of the state could be.funded under a third round of
contracts. This alternative would be consistent with the number of schools ‘that would receive
. funding under the Governor’s and DPI’s allocation method; however, it may not result in the same
schools receiving the funding. Another alternative would be to specify that up 1o 22 schools in MPS
and up to 13 in the remainder of the state could be funded under a third round of contracts. Under
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- this:alternative, it is estimated that all of funding recommended by the Governor would be expended
based on contracting with schools with the highest poverty rates, excluding current SAGE schools,
P-5 schools, comparison ‘schools and:school”districts “that ‘declined twice to participate in the
program.

12. The Committee may also wzsh to consider whether scheool districts that twice
declined to’participate in the ‘program should ‘be ‘excluded from participating in the third round of
contracts. It may be possible that these school districts have had a change in circumstances that
wauld now_allow the school board. to_contract.for SAGE funding, such.as additional space or
increased enrollment if the Comm:ttee modified the Governor’s: proposal to allow these school
districts to be eligible for SAGE funding, current estimates as to the costs of the program, which are
based on the schools w1th the hlghest poverty rates, would be' nnchanged = s

- 130 T he Cema*mttac could also CGI}SIdEI providing’ addztlonal ‘GPR to fund aik ehgible
'schoois at'a certain statewxde povcrty rates. Table 2 below shows the total estimated fundmg that -
would be needed to ﬁmd all eligible schoois, _exc:ept current participating SAGE schoois and P- 5
schools, at 10% mcrementai poverty rates startmg wﬂh 50%. ¥

- TABLE 2

Estlmated Cost to andmg All Ehglble Schools At Varmus Poverty Rates

S ERRSE N R S b om0 : Cumuia{we
.::Povcrty Rate C Esnmted e Change T Number of Schools o
-“Threshold s Totai Fr.mdmg :tO“Biilf B Mff,ﬁ E‘Qon-MPS AR
....:-Mare than 70%'- TR $1(} ZOGGGG $3,:7G(),GO() - SRE. VU TR .6
. More than 60% .- - 14 40(}000 L 7,900,000 62 19
More than 50% 17,800,000 _:_1-13,;300-,000; 0 54

SR < N Conszderaﬂon f:ould also be gwen to whether stamtery language reiatmg to:DPI’s
walver. authomy should-apply-to the eligibility requirements under the SAGE program. -As noted,
DPI waived the current-law provision that limits the number ‘'of MPS schools that could contract

- under the: program. The: statutory waiver provision provides that-a school board may request the

Department to waive any school board or schoel district requirement. - It is questionable whether the
limitation of contracting with no more than 10 schools in MPS is a school board or school district
* requirement, ‘or a requirenient relating to DPL The Committee may wish to spec;fy whether or not

: DPIcould waive the eligibility requitements under the: propesed third round of contracts for the
program. By allowing DPI waiver of eligibility requxrements, Iegzslatwe control is lessened and the
provisions become ‘more of goal and target rather than a requirement: However, by allowing a

“waiver; DPI would have the ﬁexxbﬁity to award ail of the fundmg even zf certam eli glble apphcants
do not sign contracts. 7 @
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o245, The, Committee. may- also wish- to consider. whether. funding for. a third round of
contracts should be provided at this-time. If the- Committee. decides not.to:fund a. third round of
contracts, $6.5 million GPR in 2000-01 could be deleted. When created, the SAGE program was to
be funded for five years and if the program proved successful in improving the performance of low-
income K-3 pupils, the program could be funded beyond the June 30, 2001 sunset’ date. “While the
current annual evaluation indicates that. the program has been snccessful in “improving student
achievement, the Committee may wish to wait until the next budget cycle, WhiCh will be just prior
_ to the f::XplI‘aEIOIl of Ihﬁ five “year, contrascts to deterrmne 1f and 10 what cxtent addmonal funding

class size reductxon the' Commattee may’ Wzsh to con31der w}leifher addltzanai state funds are needed
Cat this time; or wheiher the Leglslature should work to devalop a c}ass -size reduction’ plan that takes
into'account the federal funding, once 3t is k.nown ‘how much federal a1d wﬂ} be avmlabke and 1f the

funchng wﬂl mdeed be OIlf’()mg

yeax w1th each state recem g_'a formula aiiocauen starung }uly 1, 1999 based on. the mreater of the -

" state’s share of El _
’thcn required to distribute all of the federal fundmg to local educatwnal agencies: as follows (@)
80% of the ﬁmdmg ‘must be allocated in proportion to the number of children, based on federal
census numbers, in low-income families; and (b) the remaining 20% will be distributed based on
school enrollments Wﬂ:hm each agency. If the amount a school’ district would receive under this
formula allocation is less than the starting salary for a new teacher, the state may not make an award
to that dlsmct unless the dzsmci agrees to form a consortivm with at Jeast one other agency for the
_ purpose of reducmg class sme, _unless the district has aiready rcdaced class 51ze and intends to use
-'the fundmg fer profess:{onai'deveiopment:as;tmn L i S o

_ e 17 Schooi chstr;cts ™may. use f-ihe federa} ﬁmds o recrmt htre and train tcachers In
: .addmon up to: 15% of the-funds may-be used to::(a) test new teachers for academic knowledge; and
by prowde professional development. If an. ‘agency has already reduced: class ‘sizein the early
grades'to 18 or less students the-district may use ‘the funding t6: (a) further reduce class: size in

grades 1-3;(b) reduce class size in cher grades, mc}udmg kmdergartcn and (c) 1mpr0ve teacher
quahty, mcludmg prefesswnal dev&lopmem ' :

18. Federal fundm 1 provxded under. ﬂns uutlatwe may not suppiant state and local funds
provided to reduce class size. In addition; the funding may not be used to increase the salaries or
- provide benefits, except profsssmnai development and enrichment programs, to teachers currently
-employad by the school district.” Purther, 1o more than three percent of the ﬁmdmg received by the
" 'agency ‘may be used for adnnmstratzve costs. Contmmng fundmg has been requested fer this

mxtxatwe however 1t has net yet been appmved

19 If fundmg for a thlrd round of contract is approved a‘technical mediﬁcatwn to the
statutery ifmouagc re g&rdan g caiculatmg the paymems 1s necessary

aE 2{)  The: SAGE program is'considered a categorical aid and is mcludeci in the calculation
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- of the state’s goal of funding two-thirds of partial school revenues. If funding would be adjusted for
the program the amount of fundin g needed for equaﬁizzatmn azds would be affected 3

_ALTEK&AWES" s |
AL 'Fﬁnﬂiﬁg_far'a'i’m& 'Rcs;{n'df'bijAGE'séhéol_s'

_ L Appmve the Govemors recommendanon 10 prowde $3 454 000 GPR in 1999-00
and $6 983 400 GPR in 2000-01 for the SAGE program to fund schools that began contracts in
- 1996-97 and 1998-99 and $6 500 000 GPR in 2000-01 to fund a third round of SAGE contracts
-stamng in ’?O{)O 01. Inciude a techmcal modxﬁcanon to correct the statutory calculaﬂon of
payments to SAGE schoois

_ 2. . Modify the Govemors recormnendauon by. deletmg $650,000. GPR: m 2000-01

_ _'_based on an esﬁmate of. the costs to fum;i addltxonai ellgxble schoois unde:r a third- round of SAGE

_' 'contracts Include a tf:chmca} modiﬁr.:at},on to correct the statutory calculat;on of payments to SAGE
: schools Increase equailz,atwn axds by $216, 70{) GPR m 2060~01 ta ﬁlﬁy fund the esnmamd cost of
 two-thirds funding of partial school revenues. . o -

_ AltematweAz " o o } '_ ) GPR _
_ 1999-01 FUNDiNG {Change to Bm) . .. =%$433300 |

- 3. Modzfy zhe Govemors recommendanon by deleung $650 OOO GPR in 20{)0 01 and
by spemfymg that not more than 20 schools in MPS and 11 schools i in ‘the- rcmamder of the state

" ¢ould be funded under the third contract round beginning 2000-01." Delete'the statutory references

. 1o eligibility being based on 80% and 62% rates under the third contract round: Include a technical
- modification: to .correct -the statutory. calculation of payments to SAGE schools.  Increase
. equalization aids by $216,700 GPR in 2000~{}I to. funy fu:nd the: estimated cost of ‘two-thirds
. funding of partial school revenues.. L onknoion S SRR

Alternative A3 GPR
' 1'95"}9-31 'l-‘unnmé '{cna:%ge weim -szzaé,sco

4. Modafy the Govcmor S recommcndamm by speczfmg thai: net more man 22 scheols
in MPS and 13 schools.in the, rﬁmmndcr of the state couid be funded under the third contract round
beginning 2000-01. Delete the statutory references to ehgibllzty being based on 80% and 62% rates
under the third contract round. Include a technical modification to correct the statutory calculation
.of payments:to.SAGE schools. . a e SET

5. Modify the Govemor's recommendations by providing GPR to fund all eligible
- schools, excluding current participating SAGE schools and P-5.schools; with the following poverty
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rates. Delete equalization aids by 33.3 cents for every dollar appropriated for the program to adjust
the estimated cost of two-thirds funding of partial school revenues.

Poverty Rate . . SAGE ~::Ceneral Net Change
Threshold Funding  Ad Offset to Bill
a Morethan70% - $3.700,000 -$1,233.300 $2.466,700
b. - More than 60% +7,900,000 -2,633,300 5,266,700
¢. " Morethan 50% 11,300,000 -3,766,700 7,533,300
6. - Maintain current an by provzdmg funding oniy to contmue current SAGE contracts.

Deiete the proposed third round of contracts with $6,500,000 GPR in 2000-01 from the program
and provide $2,166,700 GPR for equahzatzon aids to fully fund the estimated cost:of two-thirds
funding of partlal school revenues

] Aitem@yg_g\s-g-_* S . GPR

1599-01 FUNDING {Change to Bill - $4,333,300

_B. . Schools that Twice Declined

| 1. &0 ;':-_D__eiete the Governofj?s-réconunendation that wéiﬂd-exciude otherwise eii_gib}e Scheol
districts from entering into SAGE contracts if the school board declined to participate in the

L program in 1996~97 and 1998—99

2 Ma.mtam cun‘ent law

C. . DPI Waiver Authorlty

L.: Spec1fy that DPI carznot waive any statutory aliecanon of the number of MPS and
non-MPS scheols that can participate in the third round of SAGE contracts.

2. Maintain current law, which has been interpreted to allow DPI to use its waiver
authority to authorize additional schools in excess of statutory allocations.

Prepared by: Tricia Collins
Attachment
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District Name °

Adams-Friendship Area
Adams- Fr:ends}np Area
Antigo

Antigo

Applezon Area

Appleton Area
Ashland’
~Ashland,
Baraboo
Bayfield

Beloit

Bowler

Boycevilie Community
Bruce

Bruce

Clayton
Cudahy
Cudahy

- Ean Claire Area

. Fond du Lac

- Gilman.
Gidden .
Green Bay Area
Green Bay Area
Janesville

Kenosha
Kenosha

<= Kickapoo Area
La Crosse

La Crosse

La Crosse

La Crosse

Lac Du Flambeau #1
Ladysmith-Hawkins
Laona

Madison Metro
Madison Metro
Madison Metro
Menominee Indian
Menomonie Area

Page 10

- ATTACHMENT

1998 99 Parncxpatmg SAGE Schoois

School Name

Adams-Friendship
Castle Rock
Mattoon

Nofth :

Foster_

Jefferson

L:ake Superior Primary -
Marengo Valley .,

South.

‘Bayfield

Rabmson

ﬂw’ler :

’ Tiffany Creek
Bruee’

Exeland

Ciayton
Parkview
Kosciuszko
Longfellow -
Chegwin

Gilman .

Glidden -
Fort Howard
Jefferson
Wilson

Durkee
McKinley

- Vigla-

Hamilton

‘Franklin

- Jefferson
North-Woods

Lac Du Flambeau
Ladysmith
Robinson

Glendale
Mendota
Midvale
Keshena Primary
River Heights

© ¢ District Name

“‘Milwaukee

Milwaukee

Milwaukee
- Milwaukee

Milwaukee

Milwaukee

- Milwaokee .
__Mﬂwaukce
Milwaukee

“Milwaukee

Milwaukee

‘Milwaukee

Milwaukee

“Milwaukee -

Necedah Arca

Northwood

““QOshkosh'Area

Prentice

- Prentice -
. -Racine:

Sheboygan Area

- Sheboygan- Area

Siren v
South Shore
South Shore

Stanley~B oyd Area
Stanley-Boyd Area

Stevens:Point Area

Superior
Superior

Superior
Superior -
Suring
Suring
‘Waukesha

Wansau
Wausaukee
‘Wauzeka-Steuben
Webster

Winter

~School Name

~ Allen-Field

Carleton

~Fairview -
:Forest Home Ave
Longfellow

Maple Tree
Maryland ‘Ave

. Sherman.
~Twenty-First Street
“Browning

Story K-8
Thirty-eight Street
Wisconsin Ave
Wis. Conservatory
Rockview/Necedah

Minong .

" “Webster Stanley

Ogema

~Tripoli
--Giese

.._Iafferson
: '-Washmg{on -

Oulu
South Shore

"'éoyﬁ

Stanley

Jefferson

Blaine

"~ Cooper El

Lake Superior
Pattison
Mountain
Suring

White Rock

Hawthorn Hills
Wausaukee
Wauzeka
Webster
Winter/Radisson
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Gov Agency Public Instruction—Catagorical Aids
Schooi Library Aids

Recommendations:

PaperNo. 779  Altemative 1

Commenis Due *fo a reestimate in the common school fund, more -
: .-_money is chilczble ?o dls’mbufe ’fo schoot Ifbrcnes Aﬁemah\/@ 1 c:ailows for The
--distrzbu’f;on e .

Prepared by:  Julie






