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SUMMARY:
[The_ée dte prime candidates for Burke sponsorship]

Al approyes govs recommendation to allow renewal of SAGE confracts -
without any sunset.

B2is _‘k_hé_ _b_igone, maintqining the state's commitment to a comprehehsive
program through grade 3.

For all the talk of improving education, this goes beyond the
theoreticadl; it works. Everybody in each party supports smaller class
sizes. We even hear it mentioned as a "core-four” priority. Here is
‘where the rhetoric gets a reality check.

s SAGE works — are we prepared to keep it working?
Fallback is getting as much GPR above base as possible. The leader's
office prefers getting the GPR now, even if it allows face-saving votes for

the less committed.

Prevé_n’f the governor's plols to mess around with SAGE evaluation by
taking no action under sections C and D (C2 and D2}.

BY: Bob
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May 29, 2001 ~ Joint Committee on Finance'_' ' Paper #741 -
- Student Achievement Guarantee in Education (DPI -- Categorical Aids)

[LFB 2001-03 Budget Summary: Page 537, #4 and Page 538, #6]

CURRENT LAW

A ‘total of $58,754,600 GPR is provided in 2000-01 for the student achievement
guarantee in education (SAGE) program. The SAGE program awards five-year grants to eligible’
school districts for the purpose of lowering class sizes in grades kindergarten to third. Since its
creation, three rcunds of contracts have been authorized. :

The original SAGE contracts, which appiy to school years 1996-97 through 2000-01,
covered kmderga.rten 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 was permitted for additional schools and school:
dzstncts to cover school years 1998-99 through 2002-03 wzth kmdergarten and first grade in
1998-99 and the addruon of grade two in 1999-00 and grade three in 2000-01. These com:racts'
expire on June 30, 2003

To be eligible for funding under the first or second round of contracts, school districts
had to have at least one school with an enrollment made up of at least 50% low-income pupils in
the previous school year. Eligible school districts could then enter into a contract with: the
Department of Public Instruction (DPI) on behalf of one school in the district if in the previous
school year, the school had an enroliment that was made up of at least 30% low-income pupils,
and the school board was not receiving a preschool through grade five (P-3) grant on behalf of
the school. g :

- School districts must do all of the following in each SAGE school: (a) reduce each class
size in the applicable grades to 15 pupils; (b} keep the school open every day for extended 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
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and (d) create staff development and accountability programs that provide training f{}r new staff
members, encourage employee collaboration, and require professional development plaﬁs and
performance evaluations.

residents; (c) provide rigorous academic cumculum demgm:d to ﬁnprove ‘acadermic achievement

Under the provisions of 1999 Act 9, a third round of five-year contracts are created,
which-will apply to school years 2000-01 through 2004-05 and cover kindergarten and first grade
in 2000-01, with the addition of grade two in 2001-02 and grade three in 2002-03. These
contracts expire on June 30, 2003.

“Under the third round of contracts, all school districts are eligible to apply for funding,
regardless of the district or school’s poverty rate, except: (a) schools participating in the P- 5
program; (b} schoois that were ehg;ble but declined to par{zc:zpaie in the program under the first
two rounds of contracts; - and (c¢) current pamcxpatmcr SAGE schools Actual pammpatxon in the
'program however s hzmted to avaﬁable fundmg R o

 DPIis reqmred to fund contracts at $2 OOO per Iow-mcome pupﬂ If after fundmg schools

with existing contracts at $2,000 per pupil, there is insufficient funding remaining in the SAGE S

appropriations to fund all of the districts that apply under the third round of contracts, DPI is
required to pnomtlze funding for new apphcanis and fund only. those schoois w1th the “highest
poverty rate,s to the extent fundmg zs avmiable L

Acidmonaﬂy, DPI is required to arrange for an evaiuatmn of the SAGE program and must

allocate $250,000 annually for this purpose. The Department has contracted with the Umversxiy o

of Wisconsm—Milwaukee (L!WM} f{)r thxs evaluanon

In order to ccmtmne to recewe fundmg under the SAGBProgram' school' dzstmcis must'- i

pass ‘an annual reéview. At the end of each school’ year a committee consisting of the State
Supermtendem ‘the Chalrpersons of the. Educauon Comm1ttees in the Senate and Assembly and
the head of the UWM evaluatzon ‘team must review the progress of each SAGE school and may
recommend that DP terminate a contract if a school ‘has” made msufficzent progress or has
violated the requirements of SAGE. The Department may terminate the contract if it agrees with
the cc:mrmttees recommendaﬂon o

GOVERN{)R

Provxde $6 588 GOO GPR in ’?001~@2 and $15 SSE 000 GPR in 2(}02—03 far Ehe SAGE
program ‘to fund schools that began contracts in 1996-97, 1998-99, and 2000-01, with the
following modifications. C

‘Delete the sunset provision that prohibits DPI from entering into- SAGE contracts after
June 30, 2001, as well as the provision prohibiting the encumbrance of funds from the SAGE
supplement: appropnatzon after June 30, 2003 and from the pnmary SAGE appropnamoa after
June 30, 2005. . _ ; SR : : i
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Allow DPIto enter into renewal contracts for one or more terms of five school years for’
any current SAGE school. As a condition of receiving payments under a renewal of a SAGE
contract, a school board would be required to maintain the reduction of class size achieved for
the spemﬁed gradcs durmg the last schoc}l year cf the Ongmai SAGE contract

For SAGE contracts that begm in 2000—01 on behalf of schools whose low-income pupﬂ
enrollment is Jess than 50% in 2000-01, the current requirement that class size be reduced for
second and then third grade, and-the aid associated with those low-income pupils, would be
eliminated. Instead, the reduced class size achieved during 2000-01 for kmdergaﬂen and grade
one would be maintained for 2001-02 through 2004-05. : :

For SAGE contracts that begin in 2000-01 on behalf of schools whose low-income pupil
enrollment was at least:50% in 2000-01, the reductmn in class size requzrement would remain
unchanged from current law = :

Reduce fundmg for SAGE evaluation by 5125, OOO GPR annuaﬂy and require DPI to
select an evaluator by usmg a competitive process to ensure an impartial evaluation.. o

DISCUSSION POINTS

1. . The SAGE program was established under 1995 Act 27 (the 1995-97 budget) based
on recommendatmns from the Urban Initiative study completed by DPI in order to identify methods
for improving pupil achievement in low-income school districts. SAGE was initiated as a five-year
program. and included -a provision for a program evaluation, which would determine the
effectiveness of the components of SAGE. As part of 1997 Act 27 (the 1997-99 budget), the
Legislature recommended providing additional funding in order to fund a second round of contracts
that would expire on June 30, 2003. As part of 1999 Act 9 (the 1999-01 budget), the Legislature
recommended providing additionial funding in order to expand the prograri statewide and fund a
third round of contracts that would expire on June 30, 2005.

2. In 2000-01, 246 school districts have SAGE contracts with DPI on behalf of 577
individual schools and approximately:28,000 FTE kindergarten through third grade low-income
pupils. School districts receive $2,000 for each eligible pupil. The Department estimates that
approximately 37,900 FTE low-mncome pupils will be attending 577 SAGE schools in 2001-02 and
47,500 FTE low-income pupils in 2002-03. Based on these pupil counts, the SAGE program would
need an additional $17,300,000 GPR in 2001-02 and $36,400,000 GPR in 2002-03 to fund each
eizgible pupﬁ at $2,000 each.as well as the ongoing $250,000 per year evaluation costs.

: 3. _ The Govemors proposai would pmvzda $6 588,000 . GPR in 2001-02 and
$15,426,000 GPR in 2002-03, but modify the program to exclude grades two and three in SAGE
schools with less than 50% low-income enrollment. This modification would. affect only those
schools with contracts that began in 2000-01. These SAGE schools were required to reduce class
size in grades kindergarten and one in 2000-01, and would continue to receive funding for those
grades. SAGE schools with contracts that began in either 1996-97 or 1998-99 would not be affected
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by the modaﬁcanon and wouid continue to receive fuli fundmg for grades kmdergarten throuvh thlrd

4. The Governor’s proposal also allows.all current. SAGE schools to renew. their
contracts for one or more five-year terms. The Governor’s budget proposal includes the $9.0 million
GPR annually that would be necessary to fund contract renewals for the 30:original SAGE schools,
whose contracts began in 1996-97 and expire June 30, 2001. Of these 30 schools, seven.are in MPS,
all have: low-income enrollment rates over 30%, and .ali but six"have low-income rates over 50%.
According to DPI, these schools wish to continue the program bu'{ may not be able to: do SO On thmr
own under revenue limits. R ST e : =

. .5, According to the data reported to DPI for the 2000-01 school year, out of the 508
SAGE schools with contracts beginning in-2000-01, approximately 368 schools have low-income
enrollments in kindergarten and grade one of less than 50%, 125 schools have low-income

enrollments of at least 50%, and there is no poverty rate data currently available for 15 schools. . - o

- Approximately 9,490 low-income pupils were served in 2000-01 in these 368 schools. Of the 368

schools with K-1 Tow-income- enrolimsms of less than50%, eight schools or 2.2% are'in MPS.Of :
the 125 schools with K-1 low-income enrollments of at least 50%, 66 schools or 52.8% are in MPS.

The following table shows the number and percent of MPS third-round schools. and the number of
other third-round schools at various low-1ncome rates. . -

* Lowincome K-1 Enrollment Ratesof MPS and Non MPS ThirdRound SAGE Schools®

K- lLow—Income & MPS MPS - NonMPS  Non MPS ."‘""-"3""":'"".Cu:n'lui.':i.twe' Cﬁfﬁiﬁiéﬁi?é:

Enrollment Rates Schoois % of Tota} Schaeis ; % cf Totaf TotaI k Tetal = MPS'%" :

More than SO% B 23- 85 2% ';2:"4' ; '-34 8% 27 i 27_::_': 85 2%
70%1079.9% .. 17 0 850 30 IS 0 :':20 _ ..j 4T ;851:_._-'3.“ S
60% to 69. 9%__ R A sz 11 478 23 0 T430.
0%1059.9% 14 255 41 745 55 125 528
)% 0 499% - 6 .94 858 906 64 1897 BRI
30%10399% 2 15 128 985 130 - 319 232
20%10209% ¢ 0 "OO""""3 96'_' R 1000 T R § & 78

) 0 R UG 78 S 1000.:-_- e 73 PR 493:_' N Y 0.' '

Lessthan20%" RS

*Baseri on mf@rma{:on reported 1o DPI by sahoal drsmcts for thc 9(}0{} Ol school year For ES Ehxrdvround schoels no
low-mcome le enzoilment rate data was avaxiable : i

6. - Some have argued that ‘a‘commitment was made in Act 9 to fund statewide
expansion of the program and class size reduction in grades kindergarten through three for all
contracts. The schools that have signed contracts with DPI have also hired additional staff and set
aside classroom space to accommodate the program. Concerns have been raised that the Gevemar ]
proposaI would not fuiﬁﬁ the expactations crcated under 1999 Act 9 for these schoais o

7.0 The Comrmttee could consider Whether renewal of all current contracts shoaid b@
authorized at this time, or if it might be desirable‘to renew only the contracts for the SAGE schools
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that expire June 30, 2001. When created, the SAGE program was to be funded for five years and if
“the program proved successful m improving the performance of low-income K-3 pupils, the
program could be funded beyond the June 30, 2001, sunset date. The most recent SAGE program
evaluation, from December 2000, indicates that second and third grade achievement gains were
significantly higher for SAGE pupils than their ‘comparison counterparts. While SAGE students
~ appeared to retain the gains made in first grade in sécond and third grades, the advantage did not
appear to have increased. Teachers in the program reported greater individualization and more time
spent teaching as compared to'classroom management. In addition, SAGE schools reported a two-
fold increase in the use of weekly progress reports requiring a parent signature, as well as an
increase in the extended day activities effered and -participation in those activities in- 1999-00.
However, the Committee may wish to wait until the next budget cycle, which will be just prior to
the expiration of the second round of contracts, to determine whether additional contracts should be
renewed.

8" On the other hand, some argue that SAGE "should be maintained -in ‘grades
kindergarten through three in order to realize long-term benefits from the program. Resuits from the
1999 Project STAR study; a follow-up study to a class-size reduction experiment in Tennessee
conducted in the laie 1980s, indicate that pupils who attended small size classes (13 to 17) in
kindergarten through grade three continued to outperform pupils who attended:large size classes (22
to 25), after they entered grades with larger class sizes. Academic gains made by the K-3 small-
class students over their regular class counterparts were statistically significant and continued to
grow in later grades, even after the students were placed in regular classes following grade three.
The study reports that students ‘Who were in the small-class environment for at least four years
completed more advanced courses in high school, were more likely to take college entrance’'exams,
were less likely to be retained and were less likely to drop out of hxgh school than these who
attended regular cIasses or reguiar classes w:th a teacher S aide [ : '

9.7 Alternatively, one could ar'gue that exposure to the small-class environment, even
only in kmdergarten and grade one, provides more opportunities for pupil improvement than no
exposure to such an environment. The Committee could modify the Governor’s proposal to continue
‘to fund third round SAGE schools in grades kindergarten through three if the school has a low-
income enrollment of at least 30% in kindergarten and grade one in 2000-01. Schools with low-
income enrollments below 30% would continue to receive funding for reduced class size in
kindergarten and grade one, but would not be required or funded to do so in grades two and three.
According to data reported to DPI for 2000-01, approximately 176 third round SAGE schools do
not meet the 30% low-income threshold. Modifying the program from current law in this manner
would eliminate the need for $3,178,800 GPR in 2001~02 and $6,357.600 GPR in 2002-03
compared to fully funding the program.

10.  There is federal funding provided for class-size reduction. Under the federal class
size reduction initiative, $1.3 billion is appropriated for 2000-01, with each state receiving a formula
allocation based on the greater of the state’s share of Elementary and Secondary Education Act Title
T'or Title T funding. In 2000-01, $21.8 million in federal class size reduction funds are available to
Wisconsin and an estimated $27.2 million will be in 2001-02. Each state is required to distribute all
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of the federal funding to local educational agencies as follows: (2) 80% of the funding must be-
allocated in proportion to the number.of children; based on federal census numbers, in low-income
famﬂzes anci (b) the remammg 20% 8. d1str1buted based on schcol enrollments w;thm each agency

_ 11 School dzsmcts may use the federal funds to recrmt hlrf: and tram teachers In
addition, up tg 25% of the funds may be used to: (a) test new teachers for academic knowledge; and.
(b) provide professional development. If an agency has already reduced class size.in the early grades
to.18 or fewer students, the district may use the funds to: (a) further reduce class size in grades K-3;
(b) reduce class size in .other grades; or (c). improve. teacher guality,. including professional
development. If a state or local class-size reduction goal:was in effect prior to.the enactment of the
federal class-size reduction statute,.an agency may substitute that goal instead of the federal goal, as
long as it is 20 or fewer cmldren per: class - : e b

12. . Federal funding provided under this initiative may not supplant state and local funds -

provided to: reduce class size, In addition; the funding may not be used to increase the salaries or g |

provide benefits; except- pmfessmnal developmem and: ennchmem programs, to teachers.currently.

employed by the school district. Further, no more than three percent of the funding received bythe .-

agency may be used.for: administrative - costs.: -In. addition, +in December, 2@(}0 Congress
appropnated an add1t10na1 $1 6 billion for this purpose for the 2001-02 school year. . ;

- .13..: .' Lnder the two—thzrds fundmo calcuiauon 1f fundmg for a categoncal axd suc:h as_
SAGE is, mcreased therc is a reducnon in generai school aids equal to one-third of the increase.
This reductmn is made 50 thai total state aid does not excced the two- thzrds fundmg goai Slxmlarly,
if categorlcal mds are. decreased,. there 1s.an mcrease in ge:nerai school aids equal to onc—ths,rd of the
decrease in categeracal md in order to mamtam two—thlrds fundmg of pamal school revenues

S125 000. annua}iy and requires DPI to use a competitive process. to choose.an evaluator. DOA
officials have argued that the fundmg Ievei was more than adequate for the type of research being
conducted, and sugge:sted that a compeunve process nnght resultin a le:ss axpe:nswc evaluatmn and

14 The Govcmor S proposai recluces fundmg for the SAGE cvaluatmn fmm $25() OOO to' S e

ensure that the results of the evaluation are accurate and objective. DPI has contracted wztn the - '
Umvers;ty of W;sconsm at Miwaukee (UWM) since 1996 97 for this cvaluanan, and even at the

current funding level, UW’V,{ has ccvered some 0f the costs of the evaluaiwn in past years with
University funds. Accordmg 10 DPI staff, to continue the same type of evaluatmn model the current
level of funding is the minimum amount necessary, but a.less extensive study conid be conducted
with.a lower level of funding. Additzonaﬂy, the current research demgn was develop&d over the
course of a year with input from both. DPI and UWM staff, and if the evaluation were to be moved
to another research team, it is possible that a loss of up to a year of the sﬁudy would occur. The
results of the study have been widely reported, and the raw data is available to other researchers for
independent verification of the conclusmns L g :

: 15 UWMS evamation of the SAGE program is we:il—known and cned as a swmﬂcant
contnbunon to the body, of academic and public policy research on class-size. reduction, schc»o}
reform and minority pupil achievement. The evaluation has provided not only quannﬁabie daia such
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as pupil scores on standardized tests, but also qualitative comparisons of different teaching
strategies and their relative effectiveness at raising test scores. Additionally, UWM researchers
indicate that future evaluations would measure the ancillary impacts of the program as SAGE pupils
progress through the education system, examining whether such indicators as graduation rates and
contacts with the legal system are affected by ‘pupils’ participation in SAGE. This type of
longitudinal study would represent a cost-benefit analysis of the program arguably more accurate
and meaningful than any short-term comparison of test scores could provide.

ALTERNATIVES 'I‘O BASE '

A. Sunset I?rov;slon :
1. Approve the Govemor’s recommendation to allow DPI to renew contracts with all

cutrent SAGE schools for one or more terms of five years.

2. Allow DPI to renew contracts with only ﬁrst round SAGE schools for one or
more terms of five years. This would retain a June 30, 2003 sunset for second round SAGE
schools and a June 30, 2005, sunset for third round SAGE schools as well as related sunset
provisions on the SAGE appropriations.

. 3 Take no acuon This weu}d rctam a June 30 2001 sunset for the first round of
SAGE schools.

B. Funding for Thlrd Rmxnd of SAGE Contracts

: L. Approve the Govemors recomendatlon to provxde an addmona} $6 588 OOG in
2001 -02 and $15,551,000 in 2002-03 above base level funding of $58,754,600 to fund reduced class
size in grades two and three in current third round SAGE schools with at least 50% K-1 low-income
enrollment. Require current third round SAGE schools with less than 50% K-1 low-income
enrollment to maintain reduced class size in grades kindergarten and one, but delete the requirement
that these schools further reduce class size in grades two and three. Of this funding, $125,000
annually is attributable to the annual SAGE evaluation. - Reduce general school aids by $2,196,000
in 2001-02 and $5,183,700 in 2002-03 in order to adjust two-thirds funding of partial school
revenues,

Alternative B1 ' e L GPR |
200102 FUNDING (Change to Basé)_ $14,759,300
[Change to Bill 30/

2. Provide $17,050,000 in 2001-02 and $36,150,000 in 2002-03 to fully fund class size
reduction in all current SAGE schools in kindergarten through grade three. Reduce general school
aids by 85,683,300 in 2001-02 and $12,050,000 in 2002-03 to adjust two-thirds funding of partial
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school revenues.

Alternative B2 oo o0 Sl s Co o GPR G
: 2901-53 FUNDING (Change to Base‘) S RBEABS,T00
: _ _ [Change to Bill...:.. $20,707,400]

3. Provide $13,481,000 in 2001-02 and $29,005,000 in 2002-03 to fund reduced class
size in grades two and three in current third round SAGE schools with at least 30% K-1 low-
income enrollment. Require current third round SAGE schools with Jess thian 30% K-1 low-income
enrollment to maintain feduced class size in grades kindergarten and one, but delete the requirement
that these schools further reduce class size in grades two and three. ‘Reduce general school aids by
$4.493, 700 mn ;,001—{}2 arsd $9 668 300 in 2002-03 tc adjust two- thlrds ﬁmdmg of pamal schooi
revenues. : : B _

Atternatwe B3 : GPR
' 2001-93 FUNDlNG (Change toBase) $26324,000 |
’ . [Change to Bill " $18,564,700] 1
4. Take no action. Depending on whether the current law sunset provision relating to

the first round of contracts is retained, the SAGE program would be underfunded in the 2001»03_
biennium by an estimated $35.2 million if the sunset were retained or $33.2 million if the sunset
were eliminated. o

. Aﬂ:ernagve B4 : Z_ o : . .:3_._:..: o GPH A '_ ._ o :.. L
2091-03 FUNDiNG {Change oBase s e
[Change toBill - 514 758, SOOJ

. o Fundmg for the SAGE Evaluatmn e

1 - Apyrove the Govemors recommendaﬁon to reduce the current alioc:atmn f{n’ the
SAGE evaluation by $125,000 from its base level of $250,000. BRI :

Atternatlve C1 _ ~ GPRH
20031-03 FUND!NG {Change o Base) L §250,000
[Changeto B &

2. Delete $250,000 amlually and the reqmremen{ that DPI contract for an evaluanon of
the SAGE provram : : : o : : o
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Alternative C2 GPR

200103 FUNDING (Change to Base) = $500,000
[Change to Bili - $250,000]

3. Take no action, Whjch would retain the current allocation of $250,000 for the SAGE

evaluation.
Alternative C3 GPR
2001-03 FUNDING (Change to Base) &0
{Change to Bill $250,000]

D. Competitive Process for the SAGE Evaluation

1. Approve the Governor’s recommendation to require DPI to select an evaluator by
using a competitive process to ensure an impartial evaluation.

2. Take no action. To date, DPI has contracted with UW-Milwaukee to perform the
annual evaluation.
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Representative Duff

PUBLIC INSTRUCTION -- CATEGORICAL AIDS
" Removal of Community S’Crv’iééLe’Vies*frorn Revenue Limits and SAGE Funding

[LFB Paper #741]

Motion:

Move to exclude community service levies from the limited levy under revenue limits.
Specify that the community service levy would be-excluded from a district’s prior year base
revenues and from a district’s current year revenue limit beginning with revenue limits calculated
for the 2001-02 school year. Exclude these levies from the definition of partial school revenues.
Delete $11,333,900 GPR annually in general school aids to adjust two-thirds funding.

Also, adopt Alternative A1 of LFB Paper #741, which would approve the Governor’s
recommendation to allow DPI to renew contracts with all current SAGE schools for one or more
terms of five years. Further adopt Alternative B2 of LFB Paper #741, which would provide
$17,050,000 in 2001-02 and $36,150,000 in 2002-03 to fully fund class size reduction in all current
SAGE schools in kindergarten through grade three. Reduce general school aids by $5,683,300 in
2001-02 and $12,050,000 in 2002-03 to adjust two-thirds funding of partial school revenues.

Note:

Under the Wisconsin Elementary and Secondary School Accounting System, school
districts can establish a separate fund for community service activities. The fund is used to
account for activities such as adult education, community recreation programs such as evening
swimming pool operation and softball leagues, elderly food service programs, non-special
education preschool or day care services and other programs which are not elementary and
secondary educational programs but have the primary function of serving the community. School
districts are allowed to adopt a separate tax levy for this fund. If a district does so, that levy is
part of the limited levy under revenue limits. The major component of the limited levy is for
general operations, but non-referendum approved debt service and capital expansion levies are
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also counted toward the revenue limit. In 2000-01, it is estimated that 119 school districts will
levy over $17.0 million for community service activities.

As a result of excluding the community service levy from the limited levy, partial school
revenues.will decrease. by the statewide $17.0 million 2000-01 community service levy. Thus,
the amount of state funding needed to meet the two-thirds funding goal will decreased by
approximately $11.3 million annually.

Under this motion, community service levies would have no limit placed on them.
Allowing school districts to set these levies irrespective of any type of limit could lead to

increases in local property taxes, which would depend on the future decisions of school boards to
fund community service activities through the levy.

[Change to Base: $12,798.900 GPR]
.. [Change to Bill: -$1,960,400 GPR]
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ISSUE: TU;ﬁcr} Payments (Paper 742) W L/
" ALTERNATIVE: Al and BI |

SUMMARY:
?hésédliémdfives reflect the DP_I requésf and provide funding for children
in residential facilities and foster homes.

MPS prefers no action, says A1 would slightly reduce their equalized aid.

BY: Bob






Legislatlve Fxscal Bureau
One East Main, Suite 301 = Madison, WI 53703 » (608) 266-3847 » Fax: (608) 267- 6873

May 29,2001 '  Joint Committee on Finance " Paper #742

_ Tuition Payments (DPT -- Categorical Aids)

[LFB 2001-03 Budget Summary: Page 538, #7]

CURRENT LAW

s Base fundmg of 88, 373 600 GPR is appropr;ated for state tuition payments and certain
fulI time open enml}ment transfer payments e . STTR T R

_ Smte mzzmn payments The state re;mburses the cost of educatme chﬁdren wha hve in
propemes for which there is no parental property tax base support. Spccxﬁcal}y, school d15£r1cts

and county children with dxsablhties educaucm boards (CCDEBS) are ehgzble for tuiuon o

' payments for the foﬁowmg

:a. _ Chﬂdrcn in childrens homcs (nonproﬁt orgamzauons lzcﬁnsed by the Deyartment._
of Health and Famxly Serwces) who have usuaily been. piaced in the homc by the state or by
county soc1al servaccs dcpartments _ : S :

b..  Children whose parents are employed at, and reside on the grounds of, a state or
federa} rmhtary camp, federai veteran hospnal or state charitabie or penal institution.

c. Children who live in foster or group homes if the home is outside the district in
which the pupil’s parent or guardian resides and is exempt from the property tax. .. . -

- The state payment is calculated on the basis of the school district’s average daily cost per
pupil and the number of school days the child is enrolled in school -

Fuli tzme apen ‘enrollment payments If a school district loses pupﬂs undar the full-time
open enrollment program, its state aid is reduced by a per pupil transfer amount. If the amount
of equahzamon aid and other state aid received by a school district is msufficxem tc) cover the net
transfcr payments then the balance 13 pald from the state tuition apgropria‘aon '
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GOVERNOR

Provide $430,100 GPR in 2001-02 and $1,367,400 GPR in 2002-03 for state tuition
payments. Of this funding, $430,100 in 2001-02 and $1,064,000 in 2002-03 would be for
anticipated increases in current law tuition payments. The additional $303,400 in 2002-03 would
fund the cost of expanding the required payments under the appropriation, beginning in 2002-03,
to include tuition payments for pupils with a disability who live in a foster home, treatment foster
home or group home, if at least 4% of the pupils enrolled in the school district reside in foster
homes, treatment foster homes or group homes that are not exempt from property taxes. Specify
that the annual payments for these pupils would be the special annual tnition rate only, which is
the sum of instructional and specified services costs unique to that program divided by the
average daily membership of all pupils enrolled in the program, including those for whom tuition
is paid.

DISCUSSION POINTS
Current Law Tuition Payments

L. The state makes tuition payments to schools for three main reasons. First, there is no
property tax base support for these children although the district is required to educate any child
who resides in the district. Second, many of these children have been placed in residential facilities
as a result of a decision by a court or a public agency. Third, some of these children can represent a
financial burden to school districts because they require spec1aI education or related services or may
change schools frequentiy asa resuit of placcment d@CiSiOHS by the juvemle }ustlce System

2. It 18 afgue:d Lhat twition payrnents should be fuﬂy funded for the' foik}wmg reasons:
(a) the statutes provide for full reimbursement; (b) if tuition payments are not fully-funded, it can be
difficult for districts to absorb the costs; (c) the burden does not fall evenly across school districts
(41 school districts and one CCDEB are anticipated to receive tuition payments in 2000-01); and (d)

the failure of the state to fully fund payments may make it more difficult to site future group homes,

3. Between 1995-96 and 2000-01, tuition payments increased by an average of 7.2%
annually. The Governor’s recommendation would provide the funding necessary to fully fund
estimated tuition payments at that rate of growth.

Expansion of Tuition Payments Appropriation

4. Under the 1993-95 biennial budget (1993 Act 16), DPI was required to study the
issue of financing the educational costs related to children residing in foster and group homes that
are not exempt from property taxation. The study found that: (a) a majority of children in taxable
foster and group homes are served in a minority of schooi districts; (b) the prevalence of these
children tended to be relatively larger in smaller and poorer districts; (¢) regular education students
can be absorbed into a district with little net fiscal effect; and (d) the higher the cost per student,
such as for special education and related services, the more difficult it is for a district to absorb the
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cost of the student in its budget.

. 5. Based on the daza contamed in that report whmh is the most recent compreheﬁswe_"
data available on_the topic, one school dlstrict (LaFarge) would likely be eligible for tuition.
payments under. tbe proposed expanszon while. another (Lake Holcombe) was very close to the 4%.
threshold. In determimng the amount of funding to appropriate, administration staff indicate that
they assumed tuition payments would be made for 37 pupils, which s the number identified in the
report, at a rate of $8,200 per pupil. - The Governor’s proposal would thus provide some additional
aid targeted to those distrigts with the most resp01:151bzhty for pmwdmfr reiaﬁxvely high-cost services.
to students in taxabie foster and group homes. - G e : -

6. Uncier cun"ent law thcre arc mechamsms avaﬂabie to miugate the effect ona msmct_
of students in taxable foster and group homes, which may reduce the need to provide additionai__
categorical aid funding as proposed by the Governor.

7. First, local school property taxes would be paid to the school district on the value of
the foster or group home. Unlike tax-exempt foster and group homes whxch do not contrxbute '
property tax revenue to a district, some contribution'is being made.: S :

8 ¢ Second, school districts are generally eligible for transfer of service adjustments to
their revenue limit. These transfers involve increases or-decreases to a district’s revenue limit for the
transfers of responsibilities between the district and-another governmental unit, including another
school district. The approval and determination of these adjustments based on the increase or
decrease in costs is made by DPL- If a school district assumes responsibility for a child with a
disability, its revenue limits are increased by the estimated cost of providing services less the
estimated amount of categoricai ald that the dlStI‘lCt wﬂl recewe for the pupli in the foﬂowmc school S
year, as determined by. DPL . SR B e e R

9.7 - Third, to allow school districts to account for highly-mobile pupils in taxable foster™

or group homes that might not otherwise be -accounted for-in .its. membership counts, statutes: -

provide that districts may submit a report to DPI, by June 30 of each year, indicating the full-time =~

equivalent number of pupils residing in such homes who were provided educational services by the
district during the current- school year but. were not included in the September or January
membership. DPI then adjusts the district’s membership based on the report and makes proportional
adjustments to the memberships of the districts in which the pupil was previously enrolled during
that school year. In 1999-00, a total of 43 FTE pupzls in the statewide membershlp of 869,628 were
added as a result of t}’us provzsmn

10, Undcr the Govemors propc)sai both {he currem 1aw and the proposed tuition
payments, as well as certain payments under the full- time open enmliment program, wcuid all be
paid from the current tition. payments appmpnatmn, with no provision as fo which payments
would have priority for the funding. DOA staff indicate that the intent was not to favor either the
current law or the proposed payments. Thus, the administration’s intent is that if funding were
insufficient to cover eligible payments, all of the payments would be prorated equally.
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11.  The Committee could choose to clarify that the current law tuition payments for
pupils for which there is no parental property tax base support are the first draw from the tuition
payments appropmanon given that the provision of those payments was the original intent of the
appropriation. The proposed tition paymerits could be a second draw, with the open enroliment
payments being the third draw, given that no payments have been made 16 date for this’ purpose and
that :t is relauvely unhkeiy that a payment would need to be made for thzs purpose '

' 12. - Under the two-thirds funding calcuiatmn if fundmg for categoncai mds such as
tuition payments ‘are increased, there is a reduction in general school aids equal to one-third of the
increase. This reduction is made so that total state aid does not exceed the two-thirds funding goal.
Similarly, if categorical aids are decreased, there is an increase in general school aids equal to one-
third of the decrease in categorical aid in order to maintain two-thirds funding of partial school
revenues. - ' ' ' ' '

ALTERNATIVES TO BASE

A. Current Law Tmtlon Payments

1. .. Approve the Governor’s recommendation to provide $430,100 in 2001-02 and
$1,064,000.in. 2002-03 for anticipated increases in current law tuition payments. Delete $143,400 in
2001-02 and $354,700 in 2002-03 for general school aids to adjust two-thirds funding

Alternative A1l . } ] GPR N
| 2001-03 FUNDING (Change to Bass) L. $998,000.
: [Change 1o Bill Ceegary
2.+ Take no action. To maintain two-thirds funding, general school aids Wouid increase

by $143 400 1n 2001»02 and $354 700 in 20@2-03 compared to the bill.

Alternative A2 - = E - C GPR
2001 -03 FUNDING (Change to Base) : %0
‘ {Change to Bill - $896,000]

B.  Expansion of Tuition Payments Appropriation

1. Approve the Governor’s recommendation to provide $303,400 in 2002-03 in the
state tuition payment appropriation to fund tuition payments at the special annual tuition rate for
pupils with a disability who live in a foster home, treatment foster home or group home, if at least
4% of the pupils enrolled i in the school district reside in such facilities that are not exempt from
property taxes. Delete $101,100 in 2002-03 for general school aids to adjust two-thirds funding.
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Alternative B1

GPR
2001-03 FUNDING (Change to Base) $202,300
{Change to Bill 80

2. Adopt the Govemor’s recommendation.

In addition, specify that payments be
funded from the appropriation in the following order: (a) tuition payments for pupils for which there

18 no parental property tax base support; (b) tuition payments for children with disabilities in taxable
foster or group homes; and (c¢) full-time open enrollment payments.

3. Take no action. To maintain two-thirds funding, general school aids would increase
by $101,100 in 2002-03 compared to the bill.

Alternative B3

GPR
2001-03 FUNDING (Change to Base) $0
{Change to Bill - $202.300]

Prepared by: Russ Kava
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AGENCY: DPI -- Categorical Aids

ISSUE: Bilingual-Bicultural Aids {Paper 743) 5
ALTERNATIVE: {2 (//ZyﬂL

SUMMARY:

This maintains support for this aid af previous budget level, as requested
by DPI.

BY: Bob






Legislative Fiscal Bureau
. One East _Main_, Saite 301 = Madiso_n, WI 53703« (608)_266-38?—‘}7 » Fax: (608} 267»_687_3 -

May 29,2001 _Joint’(_’!om'mi_t_tce on Finance " Paper#743

 Bilingual-Bicultural Educational Aids (DPI -- Categorical Aids) =

. {LEB 2001-03 Budget Summary: Page 539, #8]

CURRENTLAW

.. In certain cases, school districts are requzred by state law to provide special classes to
pupxis of hrmtﬁdﬁnghsh pmﬁmency (LEP) These classes are rf:quzred at schools which enroll
10 or more LEP pupils in a language group m grades K-3, or 20 or more in orades 4-8 or 9-12.
These school districts are eligible for categoncai aid. Annual base funding of $8,291,400 GPR is
currently appropriated for bilingual-bicultural educational aids. Costs not reimbursed under the
_categer;cai appr{)pnamon are a;ded as. sharecﬁ costs under the equaixzatmn aud formuia

State aid payments are generaﬂy based on the rat1o of the categonca.} aid approprzaﬂon to
the total aidable costs of the eligible districts in the prior year. Aidable costs are defined as the
districts’ prior year costs for salaries, special books, equipment and other expenses approved by
IDPI which are attributable only to programs for LEP pupils. Under 1999 Act 9, DPI is required
to provide $250,000 as a first draw from the bilingual-bicultural education aids appropriation, to
be divided propomonately based on reported costs, among school d;smcts whose enrollment in
the previous school ycar were at least 15% LEP pupils.

GOVERNOR

Provide an adéztlonai $500000 GPR in 2(}01~02 and $1 000,000 GPR in 2002-03 for
bilingual-bicultural educational aids.

DISCUSSION POINTS

1. The most recent decision by the State Supreme Court on the constitutionality of the
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school aid formuia was 1ssued in July, 2000, in the case of Vmcent v, Voight. In tha__ decxs_ n, the
Court concluded that the current state school finance system did not violate either the umfaﬁmty
“clause or the equal protection clause of the Wisconsin Constitution. The Court also held that the
current school aid system more effectively equalizes the tax base among districts than the system
upheld as cons_t_itu_tion_al_ in the last school finance decision of the Court in 1989 { Kukor v, Grover).

- 2. Inthe Vincent decision, the Court also held that Wisconsin students have the right to
an equal opportunity for a sound basic education that "will equip them for their roles as citizens and
enable them to succeed economically and personally." The decision also noted that this standard
must take into account districts with disproportionate numbers.of dxsabied studf:nis f:conczmcally-
disadvantaged students and students with limited- -English proﬁczency '

3. In the three most recent school fundmg deczsaons the Court recognized that the
Legislature is entitled to deference in fiscal and educational pohcy decisions. While the Court did
not specify a particular funding Ievel that would provide an ‘equal opportunity for a sound basic
education for LEP students, the Court did hold in Vincent that "so long as the Legislature is
providing sufficient resources so that school districts offer students the equal opportunity for the
sound basic educatmn as required by the Constitution, the state school finance system wzll pass
constitutional muster."

4 The appropnanon for bxhnguai bzculturai educatmnal azds has been funded at
$8,291,400 since 1991-92. The following table promdes mformatlon on"the level of aidable
bihnguai biculmral costs and state relmbursement under the categoncal appropnatmn sznce 1991-
92 S ‘

 Aldable Costs ($ in M;lhons}

-Fzsca_i Year ol - Amount < Change Pmratlcn BT
'.-'1991-97 Do s BITO T e e o "-48 9%

199293 . o 195 ' -147% DAY V% Tt e
L 199394 . . 250 . . 282 . 332 oo
1994.95 275 . . 100 . ...302

1995-66 29.6 7.6 28.0

1996-97 327 10.5 253

1997-98 36.0 10.1 23.0

1998-09 L3890 8.3 21.3

199900 - . - 419 09 - 19.9

2000-01* 45,6 94 . .. 182

*Estimated.

5. Between 1993-94 and 1999-00, aidable bilingual-bicultural costs increased by an
average of 8.9% annually.” Assuming that rate of growth continues from the 2000-01 cost estimate,
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projected aidable costs wouid be approxxmately $49 6 rmihon in 2001-02 and $54.0 million in
2002~03 - -

6. It could be a.rgued ihat generai school aidsg funded at $3.9 billion in 2000-01, are
more important than the bilingual-bicultural categorical aid appropriation in the overall context of
the state’s efforts to equalize the tax base between school districts and provide an equal opportunity
for a sound basic education under the state school finance system.. In addition, the proration of
bilingual-bicultural aid declined in every year between the Kukor decision in 1989 and the Vincent
decision in 2000, yet the Court still found the overall system constitutional in Vincent.
Accordingly, the Committee could choose to. maintain bilingual-bicultural education aid at base
funding. Under this alternative, the.estimated . proration would decrease from-18.2% in 2000-01 to
16.7% in 2001-02 t0 15.3% in 200”-03

7. Given that the Court has specifically highlighted the needs of school districts with
relatively high numbers of LEP students, it could be argued that the state should provide additional
resources for bﬂmgua}ubicuiturai education aid and thus provide more resources to school districts
with relatively high numbers of LEP students. The Governor’s recommendation would provide
additional funding for these districts. Based on projected aidable costs, the Governor’s
recommendation would provide an estimated proration of 17.7% in 2001-02 and 17.2% in 2002-03.

8. Another alternative would be to maintain the current reimbursement rate from the
bilingual-bicultural aids appropriation. To maintain the estimated 18.2% proration rate in the 2001-
03 biennium, the bilingual-bicultural aids appropriation would need to be funded at $9,028,400 in
2001-02 and $9,831,900 in 2002-03. This would represent an increase in categorical funding of
$737, 000 in 2001-02 and $1 540,500 in 2002-03 over base level funding..

'59. Under the two—thlrds funding calculation, if funding for categ0r1ca1 aids such as
bilingual-bicultural aids are increased, there is a reduction in general school aids equal to one-third
of the increase. This reduction is made so that total state aid does not exceed the two-thirds funding
goal. Similarly, if categorical aids are decreased, there is an increase in general school aids equal to
one-third of the decrease in categorical aid in order to maintain two-thirds funding of partial school
revenues.

ALTERNATIVES TO BASE

L. Approve the Governor’s recommendation to provide $500,000 in 2001-02 and
$1,000,000 in 2002-03 for bilingual-bicultural educational aids. Delete $166,700 in 2001-02 and
$333,300 in 2002-03 for general school aids to adjust two-thirds funding.

Alternative 1 GPR
2001-03 FUNDING (Change 1o Base) $1,000,000
[Change to Bill $07
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.2 Provide $737,000 in 2001-02 and $1,540,500 in 2002-03 for bilingual-bicultural
educational aids, in order to maintain the estimated proration factor in the 2001-03 biennium at the

2000-01 level of 18.2%. Delete $245,700 1 in 2(}0} {32 and $513 500 in 2002-03 from general school
aids to ad}ust two-thlrds fundlng Do : : :

3.7 Take no

Alternative 2.0 i e vl e . GPR
2oox~03 FUNDING {Change fo'Bass) 0 $1,518,300
{Change 1o Bill - $518.3001 |

action. To faintain two-thirds funding, general schooi aids would increase

by $166,700 in 2001-02 and $333,300 in 2002-03 compared to the bill.

Afternatived .. L GPR
2001-03 PUNDENG (Ghange o Base} o os0 )
[Change to Biﬂ - $1.000,000f 1

. MO# A

MO#_ 11 1 _
. BURKE NoOA
URKE s N A ECKER NoA
DECKER s N A ~MOORE NoA
/ MOORE Y, N oA - SHIBILSKI N oA
SHIBILSK! YN A b ACHE NoA
PLACHE F N A WIRCH ¢+ N A
WIRCH - f;g A DARLING v- N A
DARLING Y (N A WELCH Yy N oA
WELCH Y (Ns A : el
A . GARD Y A
GARD Y oM A KAUFERT A\ A
KAUFERT Y ?% A ALBERS Y A
ALBERS Y {}% A DUFF Y A
DUFF Y oN A WARD Y A
WARD Y OLM A HUEBSCH {X% Ny A
HUEBSCH Lo A JHUBER WXt A
zgzegi k4 2 2 COGGS Y NA
% LN
s
AYE S, NOD % ABS_M,____
AYE %
Page 4 Public Instruction -- Categorical Aids (Paper #743)




AGE.NCY: DPI -- Categorical Aids

ESSUE Chcr’rer School Developmenf Loans (Paper 744)
N

ALTERNATNE 4 (take no cc’non) Gz,\p(

s_UM‘MARY:
Thisis a big priority for the governor, but it could put a crimp on DPl's ability
o use the federal money the state already receives for this purpose.

(Moore, czhd/or others may be looking at this money for other purposes).

BY: Bob
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Legislanve Flscal Bureau
One East Main, Suite 301 « Madison, W1 53703 « (608} 266-3847 -Fax {608} 267- 6873

May 29, 2001 ' Joint Committee on Finance ' Paper #744

School District Ch_arter School Development Loans (DPI -- Categorical Aids)

 [LFB 2001-03 Budget Summary: Page 539, #10]

CURRENTLAW

" Under current law, no GPR funding is specifically provided for school district charter
schools. Federal implementation grants are currently available; monies from this source were
allocated by DPI to four areas of charter school development: (a) implementation grants for
school districts or other chartering authorities that are ready to open a school; (b) renewal grants
to existing charter schools to support a second year of operation; (c) plarmmg grants to support
activities for schools that will open in the next year and (d) dissemination grants for charter

' schoois that have been in operation three or more years to share thezr best practices with school _ e

districts piannmg or creatmg new charter schoois Approximately $4. 4 mﬂhon is ava;iablc n
federal monies in 2000-01. '

GOVERNGR' '

Provide $1,000,000 GPR in 2002- 03 for charter school deveiopment loans to school
dlstncts ina newly«created continuing appropriation.

Reqmre the State Supermiendem to allocaie Sl 000,000 FED in 2002-03 for these loans

: Create a PR contsnumg appropriation for charter school deveiopment loan repayments
that would receive repayments and loan them out again.

Authorize the loans to be used for capital expenditures, staff or curriculum developr_nén{,
or other costs of starting a charter school. Specify that the term of a loan under this program
would be five years and require the State Superintendent to specify the annual repayment
amount.
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DISCUSSIO\E POINTS -

L. Charter schools were authorized under 1993 Act 16 (the 1993-95 staiﬁ budgct)
and are exempt from most statutory requirements regarding public K-12 education, except
federal laws governing education and civil rights policies and from school board policies unless
negotiated in the district contract. A charter school cannot discriminate on the basis of a person’s
sex, race, religion, national origin, ancestry, pregnancy, marital or parental status, sexual
otientation or physical, mental, emotional, or learning disability. The charter contract must
describe how the school will achieve a racial and ethnic balance among its pupils that reflects the
school district population. Charter schools are accountable in three major areas: student
performance, fiscal management, and adherence to, their contracts and the charter school Jaw.
Failure in any one of these areas may lead to revocation of the charter. Governance and
administrative structure are at the discretion of the charter school. Under current law, all school
districts, the city of Milwaukee, Milwaukee Area Technical College, and UW-Milwaukee are
authonzed to sponsor charter schoois In 2000-01 there are 92 charter schools opcratmv in the _
state. - R : : : '

'  1' 2. Charter schools estabhshcd by school boards do not receive state fundmg chrectly S

State aid and revenue limit authority are calculated for school districts based on the total number
of students enrolled in the district’s schools and related costs, including charter schools. Districts
~ decide for themselves how. to apportion this aid and local property tax revenues among all
district schools, including charter schools, and districts .are not required to provzdc charter
schools with.a. spemfic amount of funchng = :

3 In addltion io fundmg recewed frem thexr schooi dlstncts charter schoois can .
apply to recelve fundmg from the federal charter school grant program In 1999 a $13 2 million -

< federal 1m;31&mentat10n grant, for: Gc{eber 1999, through September 2002, was awarded to DPI_-_:;Z--;:. S

“on behalf of the state. Apprmmmateiy $4. 2 million is available in each of the three years 0
schools after deductmg administrative costs of apprommatciy $200,000 in eac:h year. DPI will be-
eligible to apply for another three-year grant in 2002. Each state educational agency applies for
its own grant under the program, then uses those funds to award "subgrants” to individual charter

school leaders. When a state does not receive such a grant, individual chartcr schools from that =

state may apply dxrecﬂy to the U. S Department of Educauon

4. Undar federal 1aw the siaie is aliowed to dctemune the amount of money to
provide, how to conduct the competition, and whether to establish its own priorities in the
distribution of these implementation' grants. Not more than five percent of the funds may be used
by DPI for administrative costs, and not more than 10% of the grant funds may be used to
support dissemination activities 'such as distributing information about the school. Separate
grants specifically for dissernination activities are also available from the U.S. Department of
Education. The grants may be used by charter schools for (a) planning and design of the
educational program (b) professmnal deveiopment (c) mforrmng the community about the
school; (d) acquiring or developing necessary equipment and educatzona} materla}s and supphes
and (e) other initial operational costs that cannot be met from state or local sources.
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5. ' Eligible applicants for the grants are local educational agencies- and private
schools meeting the following requirements: (a) teachers must be licensed by DPI; (b) the charter
school must participate in the Wisconsin student assessment system and in the annual school
performance report produced by DPI; and (¢) students must be counted for membership by the
local school district.' DPI awards $10,000 pianmng grants przor to the opening of the charter
school and up to $100,000 per year for two years in 1mplemeniauon or start—up funds oncc the "
charter school is open and servmg students ' '

6; T Additmna}ly, under federal law, DPI may reserve up to 10% of the grant amount
for the establishment of a revolving loan‘fund. In order to allocate funding for the revolving loan
fund in state fiscal year 2002-03 from the current three-year federal grant cycle, DPI would need
to allocate the funding before the end of the federal 2002 fiscal year, in October, 2002. Federal
law specifies that such a revoivmg loan fund may be used to make loans to eligible apghcants
that have received grants under this program, under such terms as may be deterr‘mn&d by DPI, for'
the initial operation of the charter school grant program unul the school begms recewmg ongomg
operational support from state or local financing sources. -

7. One question relating to this proposal is the amount of federal funding available
for the loans. Based on information from staff at DPI, the amount available for a revolving loan
fund must be calculated yearly; although the Department received a three-year grant initially,
DPI must reapply for each grant each year, providing the Department of Education with certain
‘updated performance and budget records. Since the total grant amount for federal fiscal vear
2002 is expected to be approxlmately $4.4 million, the maximum amount of fnndmg that DPL
would be allowed to allocate for a loan fund is approximately $44O 000. '

8. The Governor’s proposal would require DPI to allocate $1.0 million FED in 2002-

03 for a revolving loan fund for charter :schools. ‘According-to DPI, the only federal grant

authorized for such use is the above described ‘federal ‘charter school implementation grant.
Although federal funding from two federal fiscal vears could be combined to generate an
estimated $800,000 to $900,000 FED in 2002-03, it may be desirable to reduce the required
allocation to 5440 000 FED in 2002«03 in order to conform with the annual federai allocation.

9. Alternatively, the Committee could specify that DPI'ailocate 10% of the federal
charter school implementation grant for a revolving loan fund, rather than a specific amount.
While DPI expects to receive the full remainder of the grant, DPI will not receive official notice
of the award to the state until the summer of 2001. Given the uncertain status of the monies at
this point in time, the Committee could require the Department to allocate up to 10% of any
federal charter school implementation grant monies received to a revolving loan fund, rather than
specifying a dollar amount.

10.  Proponents of the proposal argue that the establishment of a revolving loan fund
would provide a continuing, sustainable source of funds to charter schools. The fund would
potentially provide charter schools with a greater degree of financial independence from their
sponsoring school districts. It would also establish an alternative to federal grant money, the
receipt of which is not guaranteed from year to year. Charter school funding sources are
somewhat limited at this time, especially for large capital expenditures such as facilities costs.
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The revolvmg loan would give schools an addltional financing opnon if faced with }arge capltal
outlays necessary to their continued operation. . D e :
11, On the other. h'and one 'cc'nil"d argue that it would be more desirable to allow DPI
to connnue to distribute the federal implementation grants as grants, rather than as repayable
loans. According to DPI, the feasibility of a ﬁve-year loan repayment scheduie for the state’s
charter schools is unknown at this time. Additionally, to date DPI has not rolled a revolvmg loan
funding amount into their grant application, because there has not been a perceived need for it
and the amount of funding available would be small. Although the loans could provide some

charter schools with an altemative to financing from their school district sponsors, the size and
number of the loans would be somewhat limited.. :

12, The GPR portion of the rcvolvmg loan fund would be created as a categoncai aid
and would be included in the calculation of the state’s goal of funding two-thirds of partial school
revenues. If GPR_ funding would be modified for the program, funding for_:eq_uahzatmn aids
would need to be adjusted by a one-third offset in order to maintain state two-thirds funding of
K-12 partial school revenues. ' .

ALTERNATIVES TO BASE
L Approve the Governors recommendation to provide §1, OOO 000 GPR and reqmre'

DPI to allocate $1,000,000 FED in 2002-03 for a revolving loan fund for charter schools Delete
$333,300 GPR in 2002-03 in generaI school aids to adjust two thirds fundmg '

Alternative 1 . _ . GER |
| 2001-03 FUNDING (Change 1o Base) . $666,700 |-
: [Change to Bill ) s0!
2. Modify the Governor’s recommendation to require DPI to allocate 10% of the

federal implementation grant received in 2002-03 for a revolving loan fund for charter schools,
rather than allocate $1,000,000 FED.

3. Modify the Governor’s recommendation to require DPI to allocate $440,000 FED
in 2002-03 for a revolving loan fund for charter schools, rather than allocate $1,000,000 FE}Z). _'

4. Take no action. To maintain two-thirds fundmg, general aids would increase by
$333,300 in 2002-03 compared to the bill.

Alternative 4 GPR

ABNANT FHMPRLS (0% n e 4o Baga) 30

silt - $666,700]
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AGENCY_: DPI -- Categorical Aids

ISSUE: Grants for CESAs (Paper 745)
ALTERNATIVE: A2 and B3 (take no acfion)
SUMMARY:

This was not feques?ed by CESAs or DPL. Incentives already exist for

consolidation in the form of additional equalization aid outside the
revenue limits.

BY: Bob






Legxslatwe Fxscal Bureau L
One East Main, Suite 301 » Madison, W1 53703 (608) 256 3847 Fax (668) 767 6873 e

May20,2001 JointCommifteconFinance Paper#74s.

Grants for Cooperatxve Educational Service Agenmes and Grants for
Consohdataon and. Coordmation Studxes (DPI - Categerxcal Atds)

[LFB 2001—03 Budget Sumary Page 540 #11 Page 542, #14] S

CURRENT LAW

Cooperatzve educatzorzal service agenczes (CESAs). " CESAs are statutom}y—created
agenmes deszgned to scrvc as a vehicle for groups of school chstncts within ‘a’geographic area to
contract for programs. and educational services. The state currently prowdes $25,000 in’ aid
annnally to each of the 12 CESAs for the administrative cost of the agencxcs School districts
_must collectively match the states ccntributmn accordmg to. their percentage of average daﬂy' "
' membarshlp wzthm the CESA - : SR P S T

- School dzsrrzct ‘consolidation. The school boards of two ‘or more school districts may
adopt resolutions stating that they will consider consohdatmg their school dzsmcts T the first
July after the adoption of those resolutions by the affected boards, the boards may order the
affected districts consohdated by the adoptmn by August lTofa subsequent resolution ordering
the “consolidation! " If ‘the board  of each affected district adopts a resohltlon ‘ordering the
consolidation, the consolidation takes effect on the following July 1, unless a referendum is
ordered by a school board or by petition of 10% of the electors of any affected school district. If
a majority of the votes cast in each affected district favor consahdaizon the dism{:ts are then
consohdated on the foHowmg Juiy 1 '

 If two or more districts” consoixdate for the first five years after the consolidation takes
effect, the guarantees’ and cost ceilings used to calculate equahzatron aid for the consolidated
district are multiplied by 1.1, thus entitling the district to receive additional aid. This additional
aid is excluded from the definition of general school aids for the purpose of revenue limits. In
addltlon m the five years after consehda{mn the consohdated school dsstncts generai schooi
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alds cannot be 1ess than the aggregate school azds recezved by the consohdatmg schoel'distncts
in the school year prior to the consolidation: ¥

GOVERNOR

Provide $830,000 GPR in 2002-03 for grants to CESAs to develop non-instructional
educational services for school chstrlcts Allow an individual CESA or a consortium of two or
more CESAs to apply for these grants. Require that a CESA or consortium of CESAs provide
matching funds equal to at least 50 percent of the grant amount. Specify that a grant may not
exceed $300, OOO Requzre DPI to promulgate rules to 1mplement and adm;mster the grants

Promde $SO 000 GPR in 2602 03 for grants 10 sch001 dlSt!’iCtS to smdy ccnsohdatzon or
coordination. Specify that the grants be awarded to two or more school districts that are
considering consolidating or coordinating the provision of educational services for the purpose of
studying the feasibility of the consolidation or coordmatlon Require DPI to promuigate rules to
implement and admmlster the grants. : i .

DISCUSSION POINTS

1. The Governor’s Blue Ribbon Task Force on State-Local Partnerships for the 21%
Century, which issued its final report in January of 2001, recommended that Wisconsin encourage
ne1ghb0rmg governments that wish to consohdate to do s0 and create incentives for govemments to
work collaboratively on cost-effectlve strategies for service dehvery Apprepriaung state resources
to CESAs and school diS{I‘lCtS could be viewed as an incentive for consohdanon or coordmanon of _
_ educanonal functions among regxonal or Iocal govemments in W1sconsm A

- 2 : Adnumstyataon staff indicate that the CESA grant progmm was, proposed fo prowde
financial support to those agencies to-be able to provide administrative services to-school districts. -
CESA services can. be pmwded to school districts on a chargeback ba51s but it could be argued that
CESAs may 1 need some start-up. func{mg to be able to develop services and provxde them in the first
year of any. arrangement Administration staff mchcate that the 50 percent match requlrement would -
still require .the CESA to have a mgmﬁcant degree of support and pammpauon by districts to '
undertake a pamcuiar pmject '

3. CESAs ah'eady have the abﬁlty to provide admzmstraﬂve: services on a contractual
basis to school districts under current law if agreed to by the CESAs and the dlsmcts Examples of
services being provided by CESAs under such arrangements include cooperatwe purchasing,
instructional technology . purchasmg, delivery service, equipment repair and data collection
processing. It could be argued that it is unnecessary to provide state resources {0 allow CESAs and
school districts to undenake activities that they already are, doing or have. the. abzhty todo.

4 _ Currentiy, there are 426 schooI dxsmcts in Wisconsin. In the last 10 yeass school
districts have consolidated twice. In 1992, the Arkansaw and Durand School Districts consolidated
into a newly-created Durand School District. In 1995, the West Grant and Bloomington School
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Districts merged to become the River Ridge School District.

5. The State Superintendent’s School Finance Task Force, which issued its final report
in June of 2000, recommended the creation of a grant program, funded at $50,000, to provide grants
of up to $5,000 to any school district to study the feasibility of consolidation. The Task Force report
noted that some school districts operate with diseconomies of scale, and that the consolidation of
school districts may provide cost savings as the resuit of sharing administrative and support
services, for example. The Task Force noted that, since there have been only two school district
consolidations since 1992, further incentives might be necessary to encourage consolidation. '

6. Providing funding to school districts to study the possibility of consolidating or
coordinating services could be seen as an effective way to provide districts the resources necessary
to study the financial and progtammatic implications of such actions before undertaking them.
Since the funding would be provided as categorical aid, it would be outside of a district’s revenue
limit. Thus, a district would not have to expend general school aid or local school property tax
revenue that might otherwise be used for direct instructional or operational purposes for such
studies.

7. However, the state aiready provides a financial incentive for school districts to
consohdatc in the form of additional equalization aid outside of revenue limits. Given that only one
consolidated district has been formed since the imposition of revenue limits, it could be argued that
they may be some larger intangible impediments to consolidation that might not be resolved
through studies. Further, given that CESAs already exist as a vehicle for groups of school districts
to contract for services, it could be argued that prowdmg s;mﬂar funding to individual school
districts for these purposes is duplicative.

L 8. . It may also be questionable that funding for studies, rather than provision of dH'BCt o
educa&mnal and instructional services, would be provided as part of the state’s commitment to fund =~

two—thirds of partial school revenues. The Committee could choose to specify that the proposed
appropriation for grants for consohdation and coordination studies not be included in the deﬁnmon
of state aid or partial school revenues for purposes of calculating the state’s two-thirds funding goal.

9. Under the two-thirds funding caleulation, if funding for categorical aids such as the
CESA grants or the consolidation and coordination studies grants are increased, there is a reduction
in general school aids equal to one-third of the increase. This reduction is made so that total state
aid does not exceed the two-thirds funding goal. Similarly, if categorical aids are decreased, there is
an increase in general school aids equal to one-third of the decrease in categorical aid in order to
maintain two-thirds funding of partial school revenues.

ALTERNATIVES TO BASE
A. Grants to Cooperative Educational Service Agencies
1. Approve the Governor’s recommendation to provide $850,000 in 2002-03 for grants

to CESAs to develop non-instructional educational services for school districts. Delete $283,300 in
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2002~ €}3 for gencral school azds to adgus{ two-thxrds fundmg

4 Alternative A1 - a0 GPR
zom«as Fuz\zamc {ChangetoBase] " $566,700 |
i [Changefoszlf fe e SO b s
"2, Take no action. To mmntaxn two thlrds fundmg, general azds wouid mcrease by'

$283 300 in 2002 03 compared to the bxii

) Atternatlve Az e e _G_EB.
2aa1-a3 Funmns (Change to, Base} . . %O
_ [Change o8l o n$566 vooy |
B Grants for Consohdatlon and Coordmatlon Studles Yy
1 Approve the Govemors recommendanon to prowde $50, 000 in 2002-03 for grants'

to school dlstncts to study consolidation or coordination. Specify that the grants be awarded to two
or more school dxstr.xcts that are conmdermg consohdatmg or coordmatmg the provision of
educational services for the purpose of studying 1 the feamb;hty of the consohdation or coordmatzon
Dalete 516 ’7(}0 m 2002 03 for generaI school alds to ad_]ust two~thxrds fundmg

A“emﬁm T o
200103 FUNDING (Change o Base) o smaw |
{Change to Biff e gop

5 Modlfy the G{wemors reconnnendatmn to: spemfy't;hat the apprapnation for grants |

for c:oordmaﬁon and consohdauon srudms not be included in the defmitmn of state md or partm}
school revenues for purposes of calculatmg Ehe state s two—t‘mrds fundmg gonl i

AlternativeB2 . - ... cpm| Mmo#

. 200&-(33 FUNDJNG (Changeto aase) e - BBG000 | BURKE
T JCh ¢ B[i T 818,71
I ange o Bi §16,700] . DECKER

" MOORE
SHIBILSKI

3. Take no action. To maintain two—th1rds fundmg, genera] ;?gggﬁ

$16,700 in 2002-03 compared to the bill. R DARLING
WELCH

T T T S
ZaeEZ 22

Alternative B3 GPR |

ARD
2001-03 FUNDING (Change to Base) 36 :AUFERT
] [Change to Bilf . . . =$33,300]
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Senator Shibilski

PUBLIC INSTRUCTION -- CATEGORICAL AIDS
Provide Funding to WASDI and Delete CESA Grants

[LFB Paper #745]

Motion:

Move to provide $425,000 GPR annually for the Wisconsin Academy Staff Development
Initiative (WASDI) to fund costs related to teacher staff development. Take no action on the
Governor's proposal to provide $850,000 in 2002-03 for grants to CESAs, under "A" in LFB
Paper #745. Delete $141,700 GPR in 2001-02 and provide $141,700 GPR in 2002-03 in general
school aids to maintain two-thirds funding of partial school revenues.

Note:

WASDI is in its seventh year of providing teacher development services throughout the state,
primarily in the areas of mathematics, science and technology education. WASDI develops teacher
leaders who in turn provide training to fellow teachers in a variety of settings. WASDI has also
developed a statewide series of summer academies for teachers, consisting of one-week workshops
in fifteen sites throughout the state.

This motion would delete $850,000 GPR provided by the bill for grants to CESAs to develop
non-instructional educational services for school districts and provide the funding instead to
WASDL

[Change to Bill: $0]
[Change to Base: $566,600 GPR]

Motion #857
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Senator Moore

PUBLIC INSTRUCTION -- CATEGORICAL AIDS

Preschool to Grade 5 Program--$2,000,000

Motion:

Move to ?rovide $1,000,000 GPR annually above base level funding of $7,353,700 to fund
grants for the preschool to grade 5 (P-5) program. Delete $333,300 GPR annually from general
school aids to adjust state two-thirds fimding of partial school reverues.

Note:

... The P-5 program was created in the 1985-87 budget. Urban elementary schools enrolling

large numbers of economically disadvantaged pupils receive annual state grants averaging $189,000
per school. Grant funds are used to develop innovative supplementary educational strategies such as
parental involvement activities, reduced class size (no more thari 25 pupils to one teacher), and staff
development. Currently 39 elementary schools in four school districts, Milwaukee, Beloit,
Kenosha, and Racine, participate in the program.

Under the two-thirds funding calculation, if funding for categorical aids is increased, there is
a reduction in general school aids equal to one-third of the increase. This reduction is made so that
total state aid does not exceed the goal of two~thirds funding of partial school revenues. The motion
would therefore reduce general school aids by $333,300 GPR annually,

[Change to Bill: $1,333,400 GPR}
{Change to Base: $1,333,400 GPR]

Motion #846
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Senator Moore

PUBLIC INSTRUCTION -- CATEGORICAL AIDS

School Breakfast Program

Motion:

Move to provide $163,300 GPR annually above base level funding of $892,100 GPR for the
school breakfast program. Delete $54,400 GPR ammaﬂy of general school aids funding to adjust
two-thirds funchng of partial school revenues.

Note:

L ~The school breakfast program provides a per meal reimbursement of $0.10 for each breakfast
0 served under the federaI school breakfast program, If thex:e is msufﬁcxem funding to pay the full -
' amount, payments are to be prorated.”

[Change to Base: $217,800 GPR] MO
[Change to Bill: $217.800 GPR]
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PUBLIC INSTRUCTION
Categorical Aids

Base Agency
LFB Summary Items for Which No Issue Paper Has Been Prepared

Title

SAGE Debt Service Aid
Driver’s Education Aid
School Library Aid Reestimate

School Library Aid Notification
Alternative School for American Indian Language and Culture

LFB Summary Items for Introduction as Separate Legislationl

MO#
Special Education Requirements BURKE
Special Education Rules DECKER
Bilingual-Bicultural Education Program Requirements g’fggﬁm
Expanded Flexibility for School Districts PLACHE
WIRCH

Performance Improvement Awards for Schools
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