AGENCY: DPI-- Choice, Charter and Open Enroliment

ISSUE: Choice Student Eligibility (Paper 750) A - (
ALTERNATIVE: A2 and B3 (take no action) Wf o 6 -7

SUMMARY:
This would eXpdnd eligibility for choice by raising the family income
threshold to 185% of poverty from the current 175%.

This was a priority for Rep. Gard in last budget. Oddly, this paper contains
no cost estimates.

Given current budget constraints, this is not a time to consider expanding
the program.

BY: Bob
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' [LFB 2001-03 Budget Summary: Page 545, 42]

CURRENT LAW

Since 1990-91, state funds have been used to pay for the cost of children from low-
income families to attend private nonsectarian schools located in Milwaukee. After resolution of
litigation relating to the program, private sectarian schools began participating in the program in
1998-99. Pupil participation is limited to pupﬂs in grades K-12 with family incomes less than

. 175 percent of the federal poverty level (FPL). who reside in the City of Milwaukee. The limit - -
on the number of pupils who can. pamczpate in’the program is 15 percent of the MPS

membership. If the total number of available spaces in the private schools is greater that the
maximum number of pupils allowed to participate, the Department of Public Instruction (DPI)
must prorate the number of spaces available at each participating private school. If a private
school rejects an applicant due to lack of space, the pupil may transfer his or her appixcatzon to
another particzpatmg pmvate school that has space avaﬂable

GGVERNQR o

' Prov;de that a pupii who is a member of a famdy zhat has a tota& famxiy income that does
not exceed 185 percent of the FPL, rather than the current law 1?5 percent wauld be ehcr;bie to
pamcapate in the Mliwaukee parental choice program :

Provide that a pupil who attends a choice 'school is eligible to attend a choice school in
succeeding school years even if the pupil’s family no longer meets the family income criteria.

Specify that these changes would firsr apply to pupiis who app}y to partlmpate m the
program in the 2002-03 school year.
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DISCUSSION POINTS

L. Administration officials indicate that the provision changing the p"ar{iciiiation
threshold for the choice program from 175 to 185 percent of the FPL is intended to make the
eligibility criteria for the choice program consistent with the criteria for other programs intended to
assist low-income families. Under the federal free or reduced-price lunch program, for example, a
student is eligible for a reduced price, lunch if he or she is a member of a household that has an.
income at or below 185 percent of the FPL. Eligibility for a free or reduced-price lunch is also the
criteria for state school nutrition programs, such as the school breakfast, school lunch and morming
milk programs. Under the full-time open enrollment program, parents of pupils who are eligible for
the free or reduced~pr1ce Iunch program may appiy to DPI for relmbursement ‘of transportation
costs, while under the part-time open enrollment and youth options programs, DPI must give these
parents preference in reimbursing for transportation costs. Table ! shows the income amounts
associated with 175 and 185 percent of the FPL fﬁr various household sizes as calculated for the
~ choice program for the 2{)01«-02 school year. .

‘TABLE1

Selected Percentages of the Federal Poverty Level

Percent of the FPL.

‘Household Size~ -+ v 0 o o 318 e X8B3 m
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2. 20396 . 21,562 . 23310
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2. While the receipt of benefits in other non-education related state programs, such as

BadgerCare, WIC and the child care subsidy program, is also set initially at 185 percent of the FPL,
the eligibility criteria for other state programs are not set at that level. Examples of such programs
include subsidized employment benefits, job access loans and community reinvestment programs
under the Wxsconsm Works (W- -2) program, food stamps, the early childhood exceliance program
and the workforce attachment and advancement program. The ehgzb;hty criteria for these programs
range from 115 to 200 percent of the FPL. Given that other programs designed 1o assist low-income
families have a range of eligibility thresholds, it could be argued that it is unnecessary to alter the
threshold for participation in the choice program. :

3. Administration officials indicate that the provision allowing a pupil who attends a
choice school to remain eligible to attend a choice school even if the pupil’s family no longer meets
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the family income criteria in subsequent school years is intended to-allow for greater educational
continuity for children that participate in the program. Under current law, for example, a choice
student’s family could make enough additional income in a particular year to lose eligibility under
the choice program but not-enough to cover the private school’s tuition:.charge for non-choice pupils.
This could prove disruptive to a child’s educational experience, especially if the student’s family’s:
income does not consistently remain either above or below 175% of the poverty threshold. .

4, Administration officials also indicate that allowing a pupil to remain eligible under
the choice program regardless of current income would help simplify administration of the program
for DPI and families participating in the choice program. ‘Under the bill, the Department would not
have 1o redetermine eligibility on an annual basis. - : o : E o

3. This bill provision, however, would allow a child in a household to remain in the
choice program regardless of the family’s income, no matter how far above 175 percent of the FPL
that income may be. To the extent that families with income above the 175 percent threshold would
participate in the program under this provision, it could weaken the mtent of the program to prowde
access to private education for students from low-income families. " ° :

6 In September, 1999, 7,996 pupils pammpated in the choice program. Of these
pupils, 5,790 were participating in the choice program in September, 2000. It is not clear how many
of the 2,206 pupils who were in the program in September, 1999, but not September, 2000, left the
program because their family household income exceeded the poverty threshold and how many left
because of other reasons.

7. While initial eligibility for BadgerCare and the child care subsidy program is set at

. 185 percent of the FPL, recipients retain eligibility until income reaches 200 percent of the FPL. A

similar criterion for contmumg elmbﬂzty could be. estabhshed for the cho;ce program. This would:-
allow a pupil to remain in a choice school even if his or her family’s income went somewhat over

the threshold, but still maintain the focus of the program to serve low-income children. ‘Table 1

shows the income amounts associated with 185 and 200 percent of the FPL for various household

sizes as calculated for the choice program for the 2001-02 school year. . ..

8. Sufficient data is not available to estimate the effect of each of these individual
changes on the choice program. Administration officials indicate that they did not estimate the
individual effect of each of the choice eligibility provisions in the bill on program participation.
Rather, in estimating the total amount of payments from the sum sufficient choice appropriation for
the 2001-03 biennium, DOA estimated that program participation would be somewhat higher than it
would have been without the eligibility provisions. Under the provisions of the bill, DOA staff
estimate that 10,580 students in 2001-02 and 11,850 students in 2002-03 will participate in the
choice program, with $58.7 million in 2001-02 and $68.3 million in 2002-03 appropriated under the
bill for choice program payments.

S. One could view the various changes to the choice eligibility provisions in the bill in
the overall context of program participation. The limit on the number of pupils who can participate
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in the choice program is 135 percent of the MPS membership, which in 2000-01 resulted in a limit of
approximately 15,100 pupils. If the anticipated growth in program:participation in this biennium
continues, the program could reach the participation limit sometime in the middle of the decade.
Assuming continued growth in the program; it could be argued that eligibility should be maintained
at current law standards to delay the point at which space under the provram wouid be prorated
which could prove disruptive to future students’ educational experiences. . -

10. = However, DOA staff estimate that the cumulative results of the changes proposed in
the bill are relatively minor given the increases in the program that would still result under current
law provisions.” Thus, the changes might not have an appreciable effect on the rate of growth'in the
program and the point at which the number of spaces available under the program: would be
prorated‘

ALTERNATIVES TO BASE

“ A. b Poverty Threshold

1. ... Approve the Govemnor’ recommendanon to specify that a pupil who is 2 member of
a farmiy that. has a total family income that does not exceed 185 percent of the federal poverty level
would.be ch glblﬁ to participate in the Mﬂwaukee parental choice program..

Sl Take no action,

_ B.__ _ Continuing Eiigibiiity

1 Approve the Govemars recormnendatmn to spccxfy that a pupﬁ who- attends a :

chmcé schooi would be eligible to attend a ch01ce school in succeedxng school years even if the
pupil’s famﬂy no Ionger meets the famﬂy income cmer;a

S 2 Speczfy that a pupil who attends a choice <hool would be eligible to attend a choice
school in succeedmg school ye: s b s no longer meets the family income
criteria, as long as total familyin -~ mo# i 5 L o cent of the federal poverty level.

3. Take no action. BURKE
T DECKER
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AGENC_Y: DPI -- Choice, Charter and Open Enrollment

lS_SUE: State Aid for Summer Classes for Milwaukee Charter Schools (751)

While a good case can be made for why these schools should get
additional help with summer school offerings, in the current budget
situation, and until summer programs are better funded across the board,
it is hard to justify this additional spending.

ALTERNATIVE: 2 (maintain cumrent law)

SUMMARY:

BY: Bob
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May 29, 2001 Joint Committee on Finance Paper #751

Stété Aid for 'Sumrhéf'Cl'assé.'s. for Milwaukee Charter Schools |
(DPI -- Choice, Charter and Open Enrollment)

{LFB 200&«03 Budget Summary Page 547, #7]

CURRENT LAW o

State aid for summer cIasses is. paxd to school districts and county chlldren w1th
disabilities education boards (CCDEBs). Any school board may elect to offer summer classes or
to permit pupils to attend summer classes operated by another school district on a tuition basis if
the school district of operation will accept them. School districts may not charge tuition for

summer classes for pupils who are residents of the school district if the school board receives .

”'state aid for the: ciasses The school beard may estabhsh and coliect reasonable fees for social,
recreational or extracurricular summer classes and programs that are neither credlted toward
graduation nor aided by the state. Aid is pald for those academic summer classes or laboratory
periods that are for necessary academic purposes as defined by the State Superintendent by rule.
The summer average daily membership equivalent is added to a district’s total membership for
the purpose of calculating state aid.

Summer enrollment is also taken into account when calculating a district’s revenue limit.
A three-year rolling average enrollment is used to calculate a school district’s revenue limit, For
2000-01, the summer average daﬂy membership eqmvaleﬂt was mcluded in the total enroilment
at'a'rate of 20% in 1998 and 1999 and 40% in 2000 and thereafter. The summer average daily
membarshap eqm\valent is the total number of minutes in which pupﬁs are enrolled in academic
summer classes or laboratory periods, as defined by the State Superintendent, divided by 48,600.

- Beginning in the 1999-00 school year, state aid was also paid to private schools
participating in the Milwaukee parental choice program (MPCP) in addition to the school term
per pupil payments. Aid for summer ciasses is pald in an amount equaI o the remlt of
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multiplying the total school term payment received by the school by the summer average daﬁy
membership divided by total number of school term pupils. Ny

State aid is not currently paid for summer school classes offered by schools under the
Milwaukee charter school program (MCSP).

GOVERNOR

Require state aid to be paid to charter schools sponsored by the City of Milwaukee, UW-
Milwaukee, and Milwaukee Area Technical College (MATC) be caicuiated to inclide payment
for the summer average daily membership equivalent’ for the :summer of the previous school
year, beginning with payments made for summer classes held in 2001. Specify that these charter
schools would receive payment for their membership, which would'be defined as the sum of the
number of pupils attending the charter school in the current school year and the summer average

daily membership eqmvalent as -calculated under-current law, for the -summer of - the previous
school year. : : :

Provide $1,762, 60() in 2001~02 and $7,057,400 in 2002-03 over the base year fundmc of
$11,666,000 for the Milwaukee charter school program. Under the bill, $13,428,600 in 2001-02
and $18,723.400 in 2002-03 would be appropriated for the program. Of these amounts, an
estimated $416,100 in 2002-03 would be attnbutabie to the propc)sal to pay ald for summer
classes begmmng in 2{}01 ' L ] :

_ _DISCUSSIDN POINTS

1 Surnmer mstmctlon prov;des pupﬁs with rcmed},al or. addmonai mstruc:taon as

needcd School dxstmcts, chaner scheols operated by school d:stmcts and CCDEBs all receive state
aid for summer instruction. Summer enmilment for charter schoois operate:d by school mstncts is
currenﬂy mcluded thc dismct s membersh}p couni for state a1d purposes :

2. Prior to 1997 Act 27, summer school enrollment Was’ not included in revente limit
calculations for school districts. Act 27 required that 20% of summer enrollment be, included in the
number of pupils enrolled used to calculate a district’s revenue limit. Under 1999 Act 9, the
percentaae was changed to 40% becrmmnc with. 2000 a]though because revenue. imuts are
calculated on a threevyeaz wllmg &Vcraﬂe schools will not receive thc full 40% rate for summer
enroilment until. 2002- 03. Under a separatc budget pmmslon, the Govemors recommendanons
would reduse the rate at. wh;ch summer school cﬁroilme:nt would be counied for revenuf: limits to
25% begmmng with 2001.

. _3‘ ' Under 1997 Act 27 the Czty of lewaukee, the: L’W»M and the MATC are
authorzzed {0 estabhsh by chaﬁex and cperate or contract with a group or mdlwdua} to operate, a
charter school. The first schools under this provision were established in 1998-99. Each school

must be located within MPS and pupils residing within the MPS district may attend the charter
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school. Currently four schools are operating under the City’s chartering authority: (a) Downtown
Montessori Academy; (by Khamit Institute: (¢) YW Global Career Academy; and (d) Central City
Cyberschool. UW-M established one charter school (Milwaukee Academy of Scaenca) beginning in
2000-01. _ _ . _ . .

4. Under provzsmns of 1999 Act 9 DPI is reqmred to pay zhe operators of these charter
schools an amount equa} to the sum of the amount pazd per pupil in the previous school year and the
amount of revenue increase per pup},l allowed under revenue limits, multiplied by the number of
charter school pupﬁs attendmg the school. The per pupﬂ payment amount was $6,494 in 2000»01
and these schools received an aggrecrate payment of apprommate}y $10.0 million ; in 2000-01. Total
fundmg under the bill Would be $13.4 million in 2001 -02 and $18.7 rmlhon in 2002-03. These
payments are made from a separate GPR sum sufficient appropnauon established for that purpose,
which is statutorily excluded from the definitions of state school aids and partial school revenues for
purposes of calculanng two~th1rds funding. - The cost of the payments from the appropriauon is
offset by a reduction in aid payments from the general school aid appropnanon with the savmgs
deposited to the general fund in an amount equal to estimated payments under the program. A
school district’s revenue limit calculation is not affected by the MCSP reduction. Thus, a school
district can increase its property tax levy to offset any aid reduction made related to the MCSP.
Because this property tax is included in partial school revenues under the two-thirds funding
calculation, total funding for general school aids is increased by two-thirds of the amount of the
MCSP lapse whlch pamaﬂy offsets the statemde reductaon amount.

: 5.- _ bnder current Iaw surmmer schooI membershap is treated three d1fff~:rent ways for
school finance, depending on the type of school. For private schools participating in the Milwaukee
parental choice program, summer school FTE membership receives 100% of the state per pupil .
© payment for pupﬂs at that school; in 2000-01, that payment is the. lesser of $5,326 or the private
school’s operating and debt service cost per pupil related to educational programming. For public
school districts,.100% of summer school FTE membership is counted for aid purposes, but only
40% under revenue limits, which directly affect the resources available to the school district to
operate summer school. On average, counting 40% of summer school FTE membership would have
generated an estimated $2,940 per pupil for purposes of revenue limits in 2000-01, if the 40% factor
had been fully effective in that year. Finally, while MCSP schools receive a per pupil payment in
2000-01 of $6,494, which exceeds the per pupil payment received by Milwaukee parental choice
program schools by $1,168, they currently receive nothing for summmer school FTE membership.

6. Under the Governor’s budget recommendations, summer school membership would
be treated two different ways for school finance. For schools participating in the MCSP or in the
Milwaukee parental choice program, summer school FTE membership would receive 100% of the
state per pupil payment for pupils at that school. For public school districts, 100% of summer school
FTE membership would be counted for aid purposes, but only 25% would be counted under
revenue limits that directly affect the resources available to the school district to operate summer
school.

7. Milwauckee charter schools have not vet provided summer classes for their pupils
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because they would not receive state aid for those classes. According to DOA officials, because
sumimer classes are not'currenily offered and due to the uncertainty over whether this provision will
be included in the final budget, Milwaukee charter schools are not expected to offer summer classes
in the summer of 2001. Therefore, payments for summer school aid would most likely need to be
made in 2002-03, for the summer of 2002. Although it is difficult to estimate how many pupils
might pamc;pate in summer school since no classes are currently offered based on summer school
participation rates under the Milwaukee parental chome program, it is esnmatt:d that if summer
instruction were aided’ for 2002, apprommately 60 FTE would hkeiy be added to the total
Mﬂwaukee charter school membersth Under the Govemors budget reconnnendatzons ‘the per
pupil payment amount would be $6,935 in 2002—03 so the total M1Iwaukee charter school payment
would be increased by an esumated $416,100 by this proposai and a cormspondmg reduction in
general school aids would occur. ‘Because of this pro;ected increase in MCSP payments and the
assomated general schiool aids reduction and school property tax increase, general school aids
fundmg in the budget bill includes an addmonal $277 400 in 2()02-03 in order ta mamtam two—
thmis fundmg of partaa} school revenues

ALTERNATIVES TO BASE

1. A;)prove the Govcmors proposai 1o pay state aid for sumumner classes to charter
schools sponsored by the City of Milwaukee, UW-Milwaukee and: the Milwaukee Area Technical
College. Specify that these charter schools would receive payment for their membership, which
would be defined as the sum of the number of pupils attending the ‘charter school in the current
school year and the summer average daily membership equivalent, as calculated under current law,

 for the summer of the previous school year, beginning with payments made for summer classes held
in 2001. Provide $416,100 in 2002-03 to fund the costs ‘of this modification, which would resultin
an offsetting reduction in general school “aids (GPR-Lapse) of ‘$416,100 and ‘a"corresponding
increase in school property taxes. Provide $277, 400 in general schooi &ldS to maintain state two-
Ebirds fundmv of pamal school revenues. R

Alternatiye 3 o0 oo "~ GPR GPR-Lapse |
'2001-03 FUNDING (Change to Base) $698,500 $416,100
[Change 1o Bill - 17 $0}
2. Maintain current law.
Alternative 2 : : : © GPR GPR-Lapse | .-
2001-03 FUNDING (Change 1o Base) 80 B0
[Change to Bill . - §693,500 - $416,100]

Prepared by: Layla Merrifield
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AGENCY: DPIl -- Choice, Charter...

ISSUE: Open Enroliment and Tuition Payment (Paper 752) A . [
ALTERNATIVE: A2 and B2 (take no action) C_/W/( - [
SUMMARY:

This change was not sought by DPl and is opposed by MPS and WEAC.
The current method is working. No need for this change.

BY: Bob
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May 29,“ 2001 B . Joint Committe.e on Finance .. o Paper #752
-~ Open Enrollment and Tuition Payment Amount -
(DPI -- Choice, Charter and Open Enroliment)

[LFB 2001-03 Budget Summary: Page 547, #§]

CURRENT LAW

Smce the 1998 99 school year, a pupﬂ has been able to attend any pubhc school located
out51dt: his or her school district of residence under the full-time open enrollment program, if the
pupil’s parent or. guardzan comphes with certain application dates and procedures. . The
Department of Pubhc: Instruction (DPI) is required to amually de{eﬂmne a. per pupil transfer
amount. under the program equal to. the statewzde average per pupil. schoal district :cost fcr
regu}ar instruction, co-curricular - actwmes, instructional ‘support services and pupil support :
services in the previous school year. A school district’s equalization aid is increased. or
decreased by an amount equal to the per pupil transfer amount muitxphed by the school district’s
net gain or loss of pupils under the open enroliment program RO

_ State aid ad}ustments madc under. ihe open enroilment program are ﬂot conszdered in
determining a school district’s reverne hrmt Thus, the increase in state aid payments to a school
district that has a net gain in pupils is not included in that school district’s revenues that are
subject to its revenue limit. A school district that experiences a net decrease in equalization aid
may not increase its property tax levy to compensate for the state aid loss.

The resxdcnt school district counts the pupil in its membershxp and mciudcs the costs for
state aid purposes. Tn other words, the resident district receives state aid as though the pupil
were enrolled in that school district. DPI is required to ensure that the aid adjustment between
school districts does not affect the amount of equalization aid determined to, be received by the
school for any other purposes.

Generally, if a pupi'l does not participa_té'in the b?én enrollment prog’régn but still _a{ténd$
a public school outside the school district in which he or she resides, the pupil’s parent or
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guardian pays tuition. This amount is calcuiated in the same manner as the per pupﬂ payment
under the full-time open enroliment program. .

GOVERNOR

Specify that the per pupil transfer amount for state aid adjustment purposes under the
full-time -open enrollment program and-for tuition payments for parents equal two-thirds of the
statewide average per pupil school district cost in the previous year. Specify that this provision
first applies to state aid adjustments in the 2001-02 school year as it relates to the open
enrollment program and that it first apphes to. tuition: payments made by parents in the 2002-03
school year. - : - : : :

DISCUSSION POINTS

1. Under current law, the estimated 2000-01 per pupil transfer amount is $4,858. Itis
estimated that this amount would have been approximately $5,700 in 2000-01 had this budget
provision been in effect in that year. This would have been a 17.3% increase in the per pupil
transfer amount,

2. Administration staff indicate that this provision was included in the budget biH to
more accurate}y reflect the costs incurred by districts: that accept open enrollment students and the
cost reduction expenenced by districts that lose pupils under the program. Spemﬁca}ly, DOA ‘staff
indicate that some costs for administration and transportation, which would arguably vary with the

_ number of pupils served, should be reflected in the transfer amount. Rather than include additional . .
. categones inthe. calculatmn, however, theé’ administration indicates that it chose to move to'the’ two-__ Ee

thirds ‘of total district cost per papﬂ measure given the’ difﬁculty of trymg to detenmne an
approprlate average margmai cost per pupﬂ measure for the state -

3. The per pupzl transfer amount under the open cnmllmant program: 'was 1n1t1a1iv
recommended by the Joint Legxslatwe Council Special Committee on Public School Open
Enrollment and enacted in 1997 Act 27 as part of the original program. In its recommendations, the
Special Committee recognized that no funding mechanism would accurately reflect the fiscal effect
on each school district of gaining or losing a pupil under open enrollment. - The Special Committee
attempted to recognize the incremental cost to the school district of gaining or losing a pupil by
basing its funding proposal on costs which are miost likely to vary with the number of pupils served,
such as the four categories included under current law, and excluding fixed costs which are less .
likely to vary wzth the number of pupils served such as building operatzons and maxntenance
adrmms;ratxon and debt semce costs '

4. DOA staff ‘also indicate that increasing the per pupil transfer amount could
encourage growth in the program. By increasing the financial incentives for districts under the
program, districts may be encouraged to better utilize existing facilities to create additional spaces
for nonre31dcnt pupﬂs whe want the opportunity to attend school in the dzstnct
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5. - Some would argue, however, that districts would be unlikely to expand orbe abie to
utilize their physical plants in such a way as to be able to accommodate significant numbers of
additional students. Parental preferences also play a role in determining participation under the
program, which would likely be independent of district capacity. Also, the statutes provide that
districts may, if authorized under board resolution, reject applications only if there is no space
available in the schools, programs classes or grades within ‘the nonresident district. Thus, changcs
in the per pupﬂ transfer amount may not have a relatxvely Iarge 1mpact on provram pammpatzon '

6. - Increasmg the per pupil transfer amount could also provide additional incentives: for
districts to improve their educational programs. Proponents of open enrollment argue ‘that if a
school district is faced with the possibility of losing students, and thus a larger amount of aid, under
the program, it would have an incentive to improve its education - programming ‘to ‘be more
responsive to the concemns of parents and students. By increasing the per pupﬁ transfer amount
under the proaram it could increase the margma] pressure on dzstncts to Improve programming and
be more responswe to the needs of parents ‘and students p0531b1y in ways that do not mvolve
fundmg : '

7. Those opposed to changmg the per pupﬂ transfer amount argue that transfemng'
more aid from those districts expenencmg a net loss of students under the program would leave
those dzstmcts with even fewer resources with which to zmprove their programs. As a result,
districts with a reiatweiy 1arge net transfer of stadents out of the district would be less able to
improve programmmv and would be further hampered in thezr ability to retain students in addition,
as a result of having’ even 1ess aid uﬁder the Governor’s pi'OViSlon programxmng for those students
whose parents choose to have them remam in such a diS'CI“iCt could be hun as weﬂ C

ek ‘8. In 1999 00 a total of 4, 859 students out of ¢ a tota} statewzde membership of 868 274 o

Qtud@nts transferred to another school district under the open enrollment program. The district with
the greatest number of transfers out under the program in 1999-00' (Milwaukee) lost 420 students,
while the district with the greatest number of fransfers in (Wauwatosa) gained 103 students. ' In
total, 80% of all districts in the state had transfers under I:he program that ranged from a net loss of
twelve studems t0a net gam of 15 students '

9. In percentage terms, nearly O 6% of the total statewide membershxp in 1999-00
transferred to another district under open enroliment. The district with the largest percentage loss of
students (Menominee Indian) lost a number of pupils equal to nearly 4.3%of its membership, while
the district with the largest percentage gain of transfers (Linn J4) gained a nuinber of pupils equal to
over 24.6% of its membership. In total, 80% of all districts in the state had transfers under the
pi*ogram rangmg from a ioss of 1. 2% o gain of 1. 6% of thezr memberships '

10.  In 1999-00, a total of over $9.6 million in per pupil #id transfers were made between
school districts under the program. ‘Had the Governor’s provision béen in effect in 1999-00, a'total
of nearly $11.4 million in transfers between districts would have been ‘made, an increase of
approximately $1.8 million. ~ The largest net loser under open enrollment would have lost an
additional $364,200 had the Governor’s provision been in effect in 199900, while the largest net
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gainer Weuid have gained an additional $89,300. In total, 80% of all districts In the state would
have expe:rzenced a net aid effect of between -$10,400 and $13,000. : :

11 Another way t() cens1der the ﬁscal efff:ct of the hlgher per pupx} transfcr amount
wouid be to look at the aid Joss in the context of a district’s revenye limit. The district that would
have lost the largest percent of its revenue limit had the Governor’s provision been in effect in 1999-
00 would have lost an amount equal to0 -0.6% of its limit, while the district that would have gained
the largest percent would have gained an amount equal to 1.9% of its limit. In total, 80% of all
districts in the state would experience a net transfer of an amount- equai 1o between -0.1% and 0.2%
of its revenue limit. - : fa S : SEHE :

Tumon Payments by Parents

' "'112," In general the ful} ‘ame open cnrollment program was desxgned to reduae Ihe nﬁed
for parents 1o pay tuition for their children to attend school in a nonresident school district, A,
nonresident school district must generally accept a pupﬁ under open enrollment if there is space
available, with exceptions made for students involved in disciplinary proceedings or students
needing special education or related services that are not avmlable in the district.

13, However a parent who d1d not appiy to have thc;r Chﬂd accepted under open'
enmklmeni could choose to pay tuition to a nonremdent dzstnct if the district has space avaﬂable_
Also, if a schooi district has denied apphcatwns under open enroilmem and later ﬁnds it has
un&ntlczgated space, the dlstrlct may accept. pupxis whose parents are wﬁimg 10 pay tumon In
addition, if a resident dxstmct demes a pupil’s, tra.nsfer under open enrollment, the parent may st;ll
choose to pay tumon to a nonresident district. Fmally, parents would have to pay tuition if they

. want their child to-attend a- ‘prekindergarten, four-year-old kindergarten, early childhood orschool- - ..
* operated day care program outside his or her district of residence if the pupil’s district of residence . -

does not offer the same type of pregram that the pupil wishes to attend or the pupﬁ is not ehgzbiﬁ to
attend that program in his or her school district of residence. : e il

14. Prior to 1999 Act 117 tuition payments by parents were set equal 0 the full mition
rate under the state tuition formula. The statutory calculation is structured so a district can recover
local. and state revenues that the distict does not collect when a student is not a resident of the
district. . This amount is determined by netting out costs of services and offsettmg revenues, with
adjustments made for pupils who need special education or related services and for pupils who do
not receive transportauon by.the district. . TP

' 15 I each of the last ﬁve schcml years between 450 and 650 students atiendcd scheels
outside of their district on a tuition-paying basis. The membership data collected by DPI does not
differentiate between students that need special education or related services and those that do not.
DPI estimates that tuition payments under the prior law calculation for 2000-01 for students not
needing special education or related services would have ranged from approximately $6,500 to
$8,800. Thus, the Governor’s provision, had it been in.effect in 2000-01 would have represented a
higher cost for those pupils paying tuition than under current Jaw, but a lower cost compared to the
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law prior to 1999 Act 117.

16.  Administration staff indicate that the increase in the tuition payment amount was
linked to the increase in the open enrollment transfer amount to maintain the consistency between
the two calculations that was established in 1999 Act 117. Using the same calculation for both

amounts would also maintain the same marginal gain for a school district that accepts nonresident
students, whether on an open enrollment basis or a tuition-paying basis.

17.  However, given that 1999 Act 117 generally reduced the tuition payment amount, if
the Committee chooses to increase the open enrollment per pupil transfer amount, the tition
payment amount could still be maintained at its current law level. This would recognize that parents

generally have less resources to send a child to a nonresident district than a school district losing a
pupil to another district.

ALTERNATIVES TO BASE

A. Open Enrollment

1. Approve the Governor’s recommendation to set the per pupil transfer amount for
state aid adjustment purposes under the full-time open enrollment program, beginning in the 2001-

02 school year, equal two-thirds of the statewide average per pupil school district cost in the
previous year.

2. Take no action.

B.  Tuition Payments by Parents

1. Approve the Governor’s recommendation to set tuition payment amount for parents,
beginning in the 2002-03 school year, equal two-thirds of the ctatewide average per pupil school

district cost in the previous year. MO#
; BURKE Y N A
2. Take no action. DECKER Y N A
MOORE Y N A
SHIBILSKI Y N A
PLACHE Y N A
WIRCH ¥ N A
DARLING Y N A
WELCH ¥ N A
GARD Y N A
KAUFERT Y N A
Prepared by: Russ Kava ALBER

P y DUFF ¥ N A
WARD Y N A
HUEBSCH Y N A
HUBER Y N A
COGGS Yy N A

AYE NO ABS
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AGENCY: DPI-- Choice, Charter....
ISSUE: Funding Mechanism for Milwaukee Parental Choice (Paper 753)

ALTERNATIVE: Take no action.
SUMMARY:

Alternative 5 comes closest to keeping the status quo with the program,
while neutralizing the impact on out-state districts. Some win, some iose,
but in the long run, funding wouldn't be much of an lssue for the rest of the
state c:af’fer fhls :

Obwously, there are other forces at work here. The Decker amendment,
efc.

Taking no action and moving on might be the best course, and ultimately
is consistent with Sen. Chvala's stated belief that this is best worked out in
Ccaucus.

ON THE SUMMARY PAGE FOR THIS SECTION, ITEM 3 SHOULD BE PULLED OUT,
IT 1S THE THOMAS MORE LANGUAGE. DECKER WAS WILLING TO MAKE THE

MOTION.

BY: Bob



Senator Decker

PUBLIC INSTRUCTION -- CHOICE CHARTER AND OPEN ENROLLMENT
Mﬂwaukee Parental Chome Program and Special Education Funding

[LFB Paper #753}

Motion:

Move to make the following modifications to the Milwaukee parental choice program: (a)
eliminate the reduction from the general school aids appropriation in an amount equal to the
estimated payments under the program; (b) limit participation in the programto 10,580 pupils; (c)
specify that the per pupil payment amount under the program in the 2001-02 school year be set at
$2,000 for a student in grades K-8 student and at $3,000 for a student in grades 9-12; (d) specify
that the ‘per pupil payment amount under the program in the 2002-03 school year and in subsequent
school years be set at $1,000 for a student in grades' K-8 student and-at $1,500 for a student in
grades 9-12; (e) change the appropriation for the program from a sum sufficient appropriation to a
sum certain appropriation; (f) specify that if the funding in the appropriation is insufficient to fund
prograni payrients, the payments be prorated; (g) delete the provision that eligible students attend a
choice 'school dt no charge; and (h) delete the requirement that choice schools annuaily submit an
mde;aendent fmanczal auch{ of the schoci to DPL ' o

_ .. Provide $1{){)(}00{)0 in 2001-02 and $35 000,000 in 2002-03 for special education aids.
Delete $3,333,300 in 2001-02 and $5, 000 000 in’ 2002—03 for general school aids to adjust two-
t’mrds fundmg

Note:

. Under the bill, thﬁ state woulci f:xpend an -estimated $58, 6’79 700 in 2801»02 and
$68 331 »700 in 2002-03 from the choice program appropriation. These amounts represent the
cost of providing estimated per pupil payments under the program of $5,546 to 10,580 pupils in
2001-02 and $5,766 to 11,850 pupils in 2002-03. Expenditures under the program will be offset
by an equivalent reduction from the general school aids appropriation, with the general schools
aids for which MPS is eligible reduced by half of the total, choice reduction amount and the
general school aids for which the other 425 school districts are ehg;bie reduced. preportmnateiy
in an amount totaling the other half. As a result of the aid reduction and levy offset provisions
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under current law, general school aids funding will be approximately $39.1 million higher in
2001-02 and $45.6 million higher in 2002-03 than it would be in the absence of these provisions.

Under this motion, the reduction from the general school aids appropriation in an amount
equal to the estimated payments made from-the choice appropriation would be eliminated,
resulting in full state funding of the choice progra%n. This would make the general fund pay for
the entire cost of the choice program. . In-addition, the motion would reduce the per pupil
payment under the program to the amounts specified in the motion. As a result of eliminating the
choice reduction, there would be no choice levy offset, and general school aids would decrease
by two-thirds of the choice reduction amount. As a result of reducing the per pupil choice
payment, the estimated cost of the choice appropriation would be reduced by one-third.

To the extent that the reduced-payment amount would reduce, participation in the choice
program, it i3 possible that some pupils that would otherwise have participated in choice program
would enroll in Milwaukee Public- Schools. * Under revenue limits, one-third of the number of
pupils that otherwise would- have participated in the choice program that instead enroll in MPS
would count immediately under the three-year rolling average of. enrollment. Revenue limits. for
MPS would fully reflect the addition of the numbe:r of choice pupils only in the third year. .

.- -An increase fo revenue limits would increase partial school revenues and therefore increase
the.cost of maintaining:the state’s.two-thirds funding goal. . MPS’ membership count. for revenue
limit purposes-has:declined from 1998 to 1999 10.2000,. and- is projected ;-t_c_s-_c_on_tinuﬁ_z._gdgc_l_ining n
2001 and 2002. Given that revenue limits are calculated using a-three-year rolling.average, up 10
2,700 pupils in 2001-02 and in 2002-03 could potentially move from a choice school to an MPS
school and offset declining enrollmenit. © ©70 i L e e

Under current law, if a school district’s three-year rolling average pupil enroliment was less
than the prior year three-year rolling average, the district receives a positive, nonrecurring
adjustment to its revenue limit in a dollar amount equal to 75% of what the decline in the three-
year rolling average memberships would have generated. Thus, the first 2,700 pupils would
generate additional partial school revenues equal to the remaining 25% of the dollar amount not
provided under the declining enrollment adjustment. For every 1,000 pupils added below the
declining enrollment threshold, revenue limits would increase by approximately $0.7 million in
2001-02 and $2.5 million in 2002-03, with $0.5 million in 2001-02 and $1.7 million in 2002-03
in general school aids needed to maintain two-thirds funding. For every 1,000 pupils added
above the declining enroliment threshold, revenue limits would increase by approximately $1.6
million in 200102 and $3.5 million'in 2002-03; with $1.1 million‘in 2001-02 and $2.3 million in
2002-03 in general school aids needed to maintain two-thirds funding. ' S

* Under this motion, no funding would be provided for general school ‘aids to maintain two-
thirds funding of partial school tevenues that would result from any increase to the MPS revenue
limit s a result of higher meémbetship. ‘Because the number of studenis by which MPS
membership ‘would increase is unknown, the estimated fiscal effect of maintaining: two-thirds
funding of partial school revenues as a result of any increase in MPS membership 18 indeterminate.
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Because shared costs are aided on a prior year basis under the equalization formula, any additional
costs incurred by MPS in 2001-02 under this motion would be aided in 2002-03. Further, to the
extent that MPS™ membership and shared costs increase, this could result in a shift in equalization
aid to MPS from other districts in the year after the members and costs are added.

Under this motion, the GPR lapse attributable to the choice program would be reduced by
$58,679,700 in 2001-02 and $68,331,700 in 2002-03. General school aids funding would be
reduced by $39,119,800 in 2001-02 and $45,554,500 in 2002-03. Choice program payment
funding would be reduced by $35,919,700 in 2001-02 and $56,951,700 in 2002-03.

The motion would provide $25 million for special education aids in the 2001-03 biennium.

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 $3,333,300 GPR in 2001-02 and $5,000,000 GPR in
2002-03.

[Change to Base: -$160,879,000 GPR; -$127,011,400 GPR-Lapse; Net Change to Spending:
-$33,867,600 GPR]

[Change 1o Bill: -$177,545,700 GPR; -8127,011,400 GPR-Lapse; Net Change to Spending:
-$50,534,300 GPR]

MO#

BURKE S & A
| DECKER x; N A
MOORE X, NA

7] SHIBILSKI Y N A

“" PLACHE Y W A
WIRCH Yr N A
DARLING Y (& A
WELCH y N A
GARD vy o A
KAUFERT y (N A
ALBERS Y (N: A
DUFF Y ‘N A
WARD Y A
HUEBSCH Y A
HUBER (Y N A
COGGS Y Ny A

7 ¢y
AYE © NO_._ _ABS
Motion #892
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Legislative Fiscal Bureau
.- One East Main, Suite 301 « Madison, W1 33703 = (608) 266-3847 » Fax (608} 267-6873 .

May 29,2001~ * Joint Committee on Finance ~~ Paper #7153

Fundmg Mechar:x_'i._s'm for the _Mili&éﬁ_kee Pa_réntél Cheiéé and M_i.}_.“.?.a.llkﬁﬁ_ .
Charter School Programs (DPI -- Choice, Charter and Open Enroliment)

On May 8, 2001, the ‘Legislative: Fiscal Bureau distributed .a- memorandum to the
members of the Wisconsin Legislature providing information on the Milwaukee parental choice
program. The memorandum: (a) presents an overview of general school aids; (b) describes the
choice program; (c) explains the current law funding provisions related to the choice program;
(d) discusses the fiscal effect of alternative funding scenarios for the choice program; and (e)
considers the hypothetical effect of the elimination of the choice program. A copy of the
memorandum is attached to this paper.

The Governor’s budget bill would maintain the current law funding mechanism for the

Milwaukee parental choice program. The state will expend an estimated $58.7 million in 2001~ .~ -

- 02 and $68.3 million in 2002-03 from the appropriation for payments under the choice program.
These expenditures will be offset by an equivalent reduction from the general school aids
appropriation, with the general schools aids for which MPS is eligible reduced by half of the
total choice reduction amount and the general school aids for which the other 425 school districts
are eligible reduced proportionately in an amount totaling the other half.

The Governor’s budget bill also maintains the current law funding mechanism for the
Milwaukee charter school program. The state will expend an estimated $13.4 million in 2001-02
and $18.7 million in 2002-03 from the appropriation for payments under the charter program.
These expenditures will be offset by an equivalent reduction from the general school aids
appropriation, with the general schools aids for which all school districts are eligible, including
MPS, being reduced proportionately in an amount equal to the total charter reduction.

The May 8 memorandum presented six alternative funding mechanisms for the choice
program, and discussed the fiscal effect of each alternative had it been in effect in 2000-01. The
following section presents each of the six alternatives and shows the general fund fiscal effect of
each. Because the funding for the Milwaukee charter school program presents similar issues as
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funding for the choice program, the alternatives have been structured to include both the choice
and charter programs. £ ks

To facilitate comparison, information on certain elements of each alternative is presented
in the following pages. In each case, estimates of partial school revenues, funding for general
school aids, direct aid reductions attributable to the choice and charter programs for MPS and
other school districts, net general school aids, payments for the choice and charter programs and
the net change to the bill/base are shown. h o ' '

It should be noted that the general school aids amounts shown in the tables are the
amounts needed to maintain two-thirds funding tnder estimates of projected K-12 partial school
revenues in the 2001-03 biennium under current law revenue limit provisions and base funding
of categorical aids. In addition, while it is impossible to project the charter reduction for any
district in the 2001-03 biennium since the reduction depends on aid eligibility in a future year,
the amount shown in the tables for the MPS charter reduction for illustrative purposes assume
that the proportion of the charter reduction taken by MPS in 2000-01 (15%) would apply in each
year of the 2001-03 biennium: Current law calculations are shown in the table under Alternative
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ALTERNATIVE 1

- ... Restore Prior Law... .
(to.Base)

- Modify current law to: (a) include choice and charter pupils in MPS membership for general
school aids purposes, mciudmg a component. of pupils who would- be counted on a current year
basis; (b) include choice and charter pupils in the three~year rolling averages used under revenue
limits, but dcleze them on a prior year basis; and (c) specity that the cquahzauon aid received by
MPS would be reduced by an amount equal to the esnmated cost of the choice and charter
programs. [As a result of MPS being able to include some choice and charter students in its
membership for revenue Limit purposes, statewide total maximum allowable revenues would
increase by nearly $4.0 million in 2001-02 and nearly $9.9 million in 2002-03 with $2.7 million in
2001-02 and $6.6 million in 2002-03 needed to maintain two-thirds funding.]

Alternative 1| GPR
200103 FUNDING (Change to Base) $9,300,000
: {Change 1o Bill $8,300,000} |-
Alternative 1 ($ in Millions) 200102 200203
Partial School Revenues $7.6712 879564
. $.20.255(2)(ac) -- General School Aids® . . $41135 43035
* . Choice Reduction-MPS- =~ S 587 683
Charier Reduction - MPS 1340 187
Choice Reduiction - Other Districts” 0.0 0.0~
_ Charter Reduction - Other Districts _ 00 0.0
Net Genera} School Aids S o 40414 842165
$.20.255(2)(fm) -~ Charter Program $13.4 $18.7
5.20.255(2)(fu) -- Choice Program 387 68.3
Net GPR Change to Base/Bill $2.7 $6.6

*0Of the amounts shown, $48.1 million in 2001-02 and $58.0 million in 2002-03 in general school aids
funding would be attributable to the choice and charter aid reduction and levy offset provisions.

Public Instruction -- Choice, Charter and Open Errollment {Paper #753) Page 3



ALTERNATIVE 2

Shifting the Choice and Charter Reductions to MPS
(to Base)

‘Modify current law to: (a) delete the general school aid reductions for the choice and
charter programs for non-MPS$ districts; and (b) spemfy that that the general school aids for
which MPS is eligible would be rediiced by 100% of the estimated cost of the choice and charter
programs.” [This alternative would only change the incidence of the choice and charter '
redacrzons and thus have no eﬁ’ect on rhe geneml fund. ] '

~ Alternative 2 ($ in Mﬂlmns) o SRR S 2901_»02- co 2002-03
Partial School Revenues _ _ _ $'? 667.2 $7,946.5
§.20.255(2¥ac) —~ General School Aids* .54 11{} 8 _ $4,2969
Choice Reduction -MPS: - S 58.7 68.3
Charter Reduction - MPS 13.4 18.7
Choice Reduction - Other Districts 0.0 0.0
Charter Reduction - Other Districts 0.0 0.0
Net General School Aids $4,038.7 $4,209.9
$.20.255(2)(fm) - Charter Program s134 s187
s. 20 255(2)(111) - Choxce Program _ TR 683 _
Net GPR Chanere t BasefBﬁl - ©os00 500

*Of the amennts shown $48.1 mﬁiion in 2001-02 and $58.0 million in 2()0’?~03 in general school aids
funding would be attributable to the choice and charter aid reduction and levy offset provisions.
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ALTERNATIVE 3

Open Enrollment Model
(to Base)

“Modify current law to: (a) specify that MPS ‘would include choice and charter pupils in
membership for revenue limit and general school aids purposes and that these pupils would be
counted in-full under revenue limits as a nonrecurring annual adjustment beginning in 2001-02,
rather than phasing-in‘through the three-year rolling average that usually applies. This adjustment
would be calculated by taking the number of choice and charter pupils times the per pupil revenue
amount -that MPS otherwise would receive: under revenue limits; (b) specify that MPS would
include the cost of the choice and charter programs in shared costs for general school aids purposes;
(c) require that the equalization aid received by MPS would be reduced by an amount equal to the
estimated cost of the choice and charter programs; and (d) prohibit MPS' from replacing the aid
reduction with property taxes. [Under this alternative, the choice and charter aid reduction and
levy offset provisions would be eliminated. As a result, the cost to maintain two-thirds Sunding
would decrease by two-thirds of the reduction amount. As a result of MPS being able to include
choice and charter pupils as annual non-recurring adjustment for revenue limit purposes, statewide
total maximum allowable revenues would increase by $95.7 million in 2001-02 and by $114.3
million in 2002-03 with $63.8 mzlizorz in 2001-02 and $76.2 million in 2002- 03 needed 10 maintain
two-thirds funding. ]

- | Alternative 3 i BPR
2001:03 FUNDING (Change to sase) L $33.900,000 |
[Change to Bilf $33,900,000

Alternative 3 ($ in Millions) 200102 ° 200203
Partial School Revenues §77629  $8,060.8
5.20.255(2ac) -~ General School Aids $4,17¢§._6 $4,373.1

Choice Reduction - MPS 587 68.3

Charter Reduction - MPS 13.4 18.7

Choice Reduction - Other Districts 0.0 (.0

Charter Reduction - Other Districts 0.0 0.0
Net General School Aids $4,102.5 $4,286.1
5.20.255(2)(fm) -~ Charter Program $13.4 $18.7
§.20.255(2)(fu) -- Choice Program 58.7 68.3
Net GPR Change to Base/Bill $63.8 $76.2
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ALTERNATIVE 4

Full State Funding of the Choice and Charter Programs
(to Base)

Modify current law to eliminate the reduction from the general school aids appropriation in
an amount equal to the estimated total payments made for the choice and charter programs. [Under
this alternative, the choice and charter aid reduction and levy offset provisions would be eliminated.
As a-result, the cost to maintain two-thirds funding would decrease by two-thirds of the reduction
amount. The net-effect to the general fund would be an increase in-expenditures equal 10 one-third
of the cost of the programs, or $24,036,100 in 2001-02 and 329,01 8,300 in 2002-03; Funding for
general school aids would be reduced by $48,072,200 in 2001-02 and $58,036,800 in 2002-03; the
aid reduction attributable to the choice and charter programs would be reduced by $72,108,300 in
2001-03 and $87,055,100in.2002-03.] . =0 oo ERERE S TR R

Ablernative d - - . - ... GPR. .. GPH:lapse
1 2001-03 FUNDING (Change to Base) - = $106,108,000 - $158,163,400 | = -
e [Change to Bill | -$106,109,000 - $159,163,400 | .
© Alternative 4 (§ in Milions) 200102 2002:03
Partial School Revenues $7.595.1 $7,.859.4
520255(2)(ac) ~ General School Aids . $40627 7 $4.2389
" Choice Reduction - MPS. - 00 R s 0000 00
Charter Reduction - MPS S 00 0.0
Choice Reduction - Other Districts 0.0 0.0
Charter Reduction - Other Districts 0.0 0.0
Net General School Aids . . $4,062.7 . $4,2389
$.20.255(2)(fm) -- Charter Program $13.4 3187
$.20.255(2){fu) -- Choice Program 58.7 ' 68.3
Net GPR Change to Base/Bill $240  $290
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ALTERNATIVE 5

Two-Thirds State Funding of the Choice and Charter Programs
(to Base)

Modify current law to: (a) delete the general school aid reduction for the choice and charter
programs for non-MPS districts; (b) specify that the equalization aid received by MPS would be
reduced by an amount equal to one-third of the estimated cost-of the choice and charter programs;
and {(c) specify that the amount levied by MPS to offset the choice and charter reductions would not
be counted in partial school revenues. - [Under this alternative, the choice and charter aid reduction
would be reduced from the full cost of the programs to one-third of the cost. The offsetting MPS
levy would not affect partial school revenues. As a result, the cost to maintain two-thirds funding
would decrease by two-thirds of the reduction amount. There would be no net effect to the general
fund.  Funding for general school aids would be reduced by $48,072,200 in 2001-02 and
$58,036,800 in 2002-03; the aid reduction (GPR- Lapse) atmbumbie to the chmce emd charter
programs would be reduced corres;)ondmgly 1=

Alternative 5

2001-03 FUNDING (Change to Base)
. [fChange to Bill

GPR
- $106,109,000

GPR-Lapse
- $108,109,000

~ §106, 109,000

~$106,108,000

A}‘tematxve 5 (S in Mxlllons}
' 'Part;al Schooi Revenues '

5.20. 255(2)(ac) -~ General School Aids
Choice Reduction - MPS
Charter Reduction - MPS
Choice Reduction - Other Districts
Charter Reduction - Other Districts
Net General School Aids

$.20.255(2)(fm) -- Charter Program
$.20.255(2)(fu) - Choice Program

Net GPR Change to Base/Bill

200102
§7.505.1
$4,062.7

19.6
4.5

0.0
00
$4,038.7

$13.4
38.7

$0.0
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$4238.9

22:8

62

00

00
$4,209.9
$18.7

683
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ALTERNATIVE 6

One-Half State'Funding of the Choice and Charter Programs
(to Base) -

.. Modify current law:to: (a) delete the general school aid reduction for the choice and charter
- programs for non-MPS: districts; (b) specify that the equalization aid received by MPS would be
reduced by an-amount equal to one-half of the estimated cost of the choice and charter-programs;
and (c) specify that the amount levied by MPS to offset the choice and charter reductions would not
be counted in partial school revenues. { Under this alternative, the choice-and charter aid reduction
would be reduced from the full cost of the programs to one-half of the cost. The offsetting MPS levy
would not affect partial school revenues. As a resull, the costto maintain two-thirds funding would
decrease by two-thirds of the reduction’ amount. - The net effect to the general fund would be a
reduction in expenditures equal to one-sixth of the program costs, .or $12,018,000 in 2001-02 and
$14.509.200 in 2002-03... Funding for general school aids would be reduced by 348,072,200 in
2001-02 and $58,036,800 in 2002-03; the aid reduction (GPR-Lapse) attributable 10 the choice and
charter programs would be reduced by $36,054,200 in 2001-02 and $43,527,600 in 2002-03.

Alternative 6 T vt PR GPR-Lapse
2001-03 FUNDING (Change to Base) -$106,109,000 - $79,581,800
[Change to Bill - $106,109,000 - §78.681,800
 Alternative 6 ($in Millions) 0 2001000 200003
Partial School Réverities $7.595.1 3$7.8594
$.20.255(2)(ac) -- General School Aids S $4,062.7 $4,2389
Choice Reduction - MPS . 793 o e 3420
Charter Reduction - MPS TR R . % AT X ST
Choice Reduction - Other Districts e Q0 e = 00
Charter Reduction - Other Districts 0.0 0.0
Net General School Aids $4.026.7 $4,195.4
$.20.255(2)(fm) -- Charter Program - %134 $18.7
$.20.255(2)fu) - Choice Program 58.7 68.3
Net GPR Change to Base/Bill -$12.0 -$14.5
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ALTERNATIVE 7

Take No Action
(to Base)
Maintain current law.,
Alternative 7 (§ in Millions) 2001-02 2002-03
Partial School Revenues 57.667.2 $7.946.5
§.20.255(2)(ac) - General School Aids* $4,110.8 $4,296.9
Choice Reduction - MPS 294 342
Charter Reduction - MPS 2.0 2.8
Choice Reduction - Other Districts 294 34.2
Charter Reduction - Other Districts 11.4 15.9
Net General School Aids $4,038.7 $4,209.9
5.20.255(2)(fm) -- Charter Program $13.4 $18.7
s.20.2_55(2}(fu) - ChQi_ce Prqgr_a_un - [ - 683
Base/Bill Expenditures | 841108 $4.2969

*Of the amounts shown, $48.1 million in 2001-02 and $58.0 million in 2002-03 in general school aids
funding would be attributable to the choice and charter aid reduction and levy offset provisions,

Prepared by: Russ Kava
Attachment
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Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, W1 53703 (6:.93_) 266-3847 » Fax: (608) 267-6873

" May8, 2001

TO:_ _Members _
Wisconsin Legxslature

FROM: Bob Lang, Director

SUBJECT Fundmg forthe Milwaukéé Parental Choxce Program

~In response to requests from a number of Iegas}awrs this memorandum prov;des
information on the Milwaukee parental choice program This paper: (a) presents an overview of
general school aids; (b) describes the choice program; (c) explains the current law fundmg
provisions related to the choice program; (d) discusses the fiscal effect of alternative funding
scenarios for the cho1ce program and (e) cons:ders the hypothetzca} effect of the ehmmauon of the
chmce program e . : L

. State Two—Thzrds Fundmg of K-12 Partlal Schoo] Revenues

Under current law, the state has a goal of funding two-thirds of K-12 partial school revenues.
For purposes of the two-thirds funding goal, state funding is defined as the sum of state general and
categorical school aids and the school levy property tax credit. With certain limited exceptions,
partial school revenues zs statutomly defined as the sum t)f state schooi aids &nd gross schooi
property taxes -

General School Aids

General school aids include equalization, integration (Chapter 220) and special adjustment
aids. In 2000-01, approximately $3,931.9 million in general purpose revenue (GPR) is appropriated
for general school aids. ‘Of the total amount of funding provided, 421 school districts are eligible
for $3,843.6 million in equalization aid, 28 districts are eligible for $86.6 million in mtegranon ald
and 17 dmmcts are elzgmie for Sl 7 mﬁhon in special adjustment aid.

The current three-tiered cost sharing formula was enacted in 1995 Act 27 and first applied to
equalization aid paid in 1996-97. The equalization aid formula is calculated using school district



data (pupﬂ membership, shiared costs and equahzed vakuanons) from’ the prior sc:hoel year. There
are three guaranteed valuations used in the equalization formula that are applied to three dlffcrent
shared cost levels. Each district receives a distinct aid amount and percentage of state support for
each tier of the formula, based on its shared costs eligible for aid on that tier. Generally, a school
district’s total equalization aid is the sum of its aid at each tier of the formula, less required
reductions for the Milwaukee choice and charter programs. The three tiers are described below.

Primary Tier. The first tier is for shared costs up to the primary cost ceiling of $1,000 per
member. State aid on these primary shared costs is calculated using a statutorily guaranteed
valuation of $2,000,000 per member, and is based on a comparison of the school district’s equalized
valuation per member to the $2,000,000. State aid equals the amount of costs that would be funded
by the missing portion of the guaranteed tax base. Every district receives at least the primary aid
amount; pmmary aid cannot be reduced by nega{we mds generated at the secondary or tertiary aid
16\/&15 ; : RS e

Secondary Tier. The second tier is for shared costs that exceed $1,000 per member but are
less than the secondary cost ceiling, which is’ eq’uai to $6,533 per member in’ 2000-01. The
secondary cost ceiling is adjusted for inflation annually. The state’s sharing of secondary costs is
calculated using the secondary guaranteed valuation. The secondary guarantee is not set statutorily,
but is allowed to ﬂoai to a level that fully chstnbutes the avaﬂabie amount of fundmg for generai
school mds In 2000~01 the secondaxy guaranteed valuauon 15 $874 011 ' '

Temary Tzer Thc tlurci ner is fer shared costs that excecd the secondary cost ceﬂmcr of
86, 533 per member. Statc aid on these temary shared costs is caiculated usmg the statewade: average

' equalized valuation per member; which is $303;298 in 2000-01. If a school district’s tertiary aid isa- -

negative number, this ‘amount is deducted from its. secondary aui As neted above, if the sum of a
district’s secondary and tertiary aid is a negative number, this amount is not deducted from its
pmmary.axd amount. . : : :

For most sc:hooi chstncts equahzatmn a.:td 13 the only type of general schooi aid racezved
The Noms Schooi District, however, did.not report any shared costs, and therefore does not qualify
for equahzatwn or spec:ial adjustment aid in 2000-01. In addition, four districts had a per pupil
equalized value above the primary guaranteed valuation. These districts are not eligible to receive
equalization aid in 2000-01, but do receive special adjustment aid.

Integration. aid and special .adjustment aid are first draws from the general school aids
appropnauan Under the integration aid program, the state pmvzdes funds as an incentive for
districts to volunzaniy improve. racial baiance ~within_ and between . school districts, with aid
generaliy based on. the number of pup;ls Eransferred between atfendance areas or dismcts with
certain concentrations of rrunongy or nonminority pupil populations, Under special adjustment aid,
a district is guaranteed to receive at least 85% of its prior year general school aid payment.
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Mﬂwaukee Parental Choice ngram

: Ssnce 1990 91 state funds have been used to pay for the cost of chzldren from low -income
families to attend private nonsectarian schools located in Milwaukee. After resolution of litigation
relating o the program, private sectarian schools began participating in the program in 1998-99.
Pupil participation is limited to eligible pupils in grades K-12 with family incomes less than 175%
of the federal poverty level who reside in the City of Milwaukee.  The limit on the number of pupils
who can participate in the program is 15% of the Milwaukee Public Schools (MPS) membership.
Pupils participating in the choice program are not included in ‘the MPS membership count for the
calculation of the District’s revenue limit or equalization aid.

" For each eligible pupil attending a Milwaukee choice school, the state pays.the parent or
guardian an amount that is equal to the lesser of: (a) the private school’s operating and debt service
cost per-pupil related to educational programming, as determined by the Department of Public
Instruction (DPI); or (b) the amount paid per pupil in the previous school year plus the amount of
the per pupil revenue limit increase provided to public school districts under revenue limits in the
current year. In 2000-01; the per pupil payment amount under the choice program is $5,326. This
payment is in the form of a check that the state sends to the pnvate school, which the parent or
guardzan must resmctwely endorse for the use of the pmvate schooi SRR

DPI estimates that 9, 638 members wﬂi participate in the chmce program in 2000-01, whwh
18-9.6% of the MPS- membersmp Asof September 2000; pupﬂs ‘were attendmg 103 pnvate
schools. = :

: Currént Law Fundmg for i_i_ie'_C_haiée _P_rogrém.:_;-__ R

- The- choice- program- is- funded- from a separate- GPR sum- sufficient- appropriation- [s-
20.255(2)(fu)] established for that purpose, which is statutorily excluded from the definitions of
state school aids and partial school revenues for purposes of calculating two-thirds funding. The
cost of the payments from the appropriation is offset by a reduction in aid payments from the
general school aids appropriation [s. 20.255(2)(ac)], with the savings deposited to the general fund
in an amount equal to-estimated payments under the program. This appropriation structure for
2000-01 is shown below (in millions). o :

General schoof aids — 5. 20.255(2)(ac) $3,931.9
Reduction to offset COStS of choice -~ -49 0
Net - ' 33,8829
Milwaukee parental choice program -- 5. 20.255(2)(fu) $49.0

Thus, the state initially calculates general school aid payments' for the state's 426 school districts at
$3,931.9 million. From that amount, $49 million is deducted and used to offset the cost of
payments for Milwaukee choice schools.
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Prior to 1999 Act 9, this reduction was made by reducing the egualization aid paid to MPS by
the amount needed. Under Act 9, however, this reduction is made by reducing the general school
aids for which MPS is eligible by one-half of the reduction; while the general school aids for which
the. -other 425 school districts are eligible to be paid is reduced proportionately by an amount
totaling the other half.. A school district’s revenue limit calculation is not affected by the choice
reduction.: Thus, a school district can increase its property tax levy to offset any aid reduction made
related 1o the choice program. Because this property tax levy is included in partial school revenues
under the two-thirds funding calculation, total funding for general school aids is increased by two-
thirds of the amount of the choice lapse,. whzch partzally offsets the statew1de reduction amount. .

Based on the October 15, 2000, generai schooi axds estlmate prepared by DPI in 2000 01
general school aids statewide will be subject to-a reduction of $49.0 million for the choice program.
MPS’s general school aids will be reduced by $24.5 million, or 4:1%, while the other 425 districts’
aids will .be -reduced ‘proportionately by a total of $24.5 million, or 0.7% each. Although the
reduction totals-$49.0.million, the net aid decrease statewide is $16.3 million, because funding for
general school .aids in 2000-01 was increased by $32.7 million-more than would otherwise have
been the case b@cause of the projected 549 0 million-initial increase in the statewide levy

Whﬂe the ch{nce program 18 funded from a separate appropr;auon that ] exciuded fmm the
definition of state school aids and partial school revenues for the purpose of calculating two-thirds
funding, the provisions requiring the general school aids reduction and-allowing districts to levy to
offset the.aid: reduction cause: the estimated cost of the choice program to- increase partial'school
revenues. This effective inclusion of the estimated costs of the choice program in partial school
revenues results in a higher funding level for general school axds than there wouid otherwwe be in
o the absence of the axd reducuon and levy offset provzszons S e

The interaction between the choice prograim and the equalization formula under current law™
in 2000~01 is shown in'Table 1. Each of the hnes n the table 1s. expiamed bﬁlow RN

TABLE 1

Chmce ngram Fundmg interactmns - Current Law

($ in Millions)
e School Dastrict . School District

State General . School Aids - Local Property Taxes

Fund lmpact MPS Al Others MPS All Others
1. Choice payment . L $e0 o
2. Offsetting state aid reduction -49.0 -$24.5 -$24.5
3. School districts levy to replace loss in state aid $24.5 3245
4. State aid increases by two-thirds of levy increase 32,7 : 24 0 203 o
5. Levy is reduced by increase in state aid - .+ : S : 24 © 2303
6. Net effect §32.7 $22.1 58 $221  $58
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- Line 1t In 2000-01, the state made estimated total payments of $49.0 million from the choice
program appropriation. This is the amount appropriated under s. 20.255(2)(fu) as shown on page 3
of this memorandum.

‘Line2: This $49.0 million expenditure is offset by the reduction from the general school aids
appropriation, with half of the reduction taken from MPS:aids and the other half from the other 425
districts’ aids.. e e - T _ o : TSR

Line 3: As a result of the aid reduction and levy offset provisions, the gross property tax levy
is initially increased by $49.0 million given that school districts levy by the amount of the choice
reduction. The MPS levy is.increased by $24.5 million, while the ievy for the other 425 districts is
increased, in total, by $24.5 mﬂhon : : : o

Line 4. Because property taxes initially increase by $49.0 million, partial school revenues are
increased by $49.0 million, and to maintain the state’s two-thirds funding goal, general school aids
are increased by $32.7 million ($49.0 million x  66.67% = $32.7 million). Under the equalization
aid formula, the secondary guarantee is set at a level that generates equalization aid entitlements
that -are equal to the total amount of funds available for distribution. - Since general school aids
funding is $32.7 million higher in 2000-01 as a result of the aid reduction and levy - offset
provisions, the secondary guarantee increased from approximately $855,450 to be $874,011 under
current Jaw. - As a result, the state funds a greater percentage of secondary costs under current law
than it would in the absence of the aid reduction and levy offset provisions. The allocation of this
additional -funding is determined under the equalization aid: formula. Under the equalization
formula, :of the $32.7 million of additional aid, MPS receives an addztmnal $24 mﬂhoﬂ in dzd __
 while thc other 425 dzsmcts receive $3G 3 rmllzon SEEE S

Lme 5: T-he mcrease in state aid reee%-ved-- by distric{s-- allows- them - to- reduce their school
property tax levy by an equivalent amount, or $32.7 million statewide. Thus, the MPS property tax
levy is reduced by $2.4 million,. while the: other 425 districts are able to decrease their school
property tax levy by a total.of $30.3 million.- SR FRTE e =

Line 6: The net effect of the aid reduction and levy offset provision is that state general fund
expenditures are $32.7 million higher as a result of the current choice funding -arrangement.
General school aids to MPS are $22.1 million lower, while general school aids to the other 425
districts are increased by a total of $3.8 million. - The local school property tax levy for MPS is
$22.1 million higher, while the local school property tax 1cvy for the other 425 districts is reduced
by atotal of $5.8 million. - : : _

No{ .aii d1stncts in the state gain aid or reduce their levies as a result of the current choice
funding arrangement, however. A total of 187 districts gain approximately $8.5 million in aid and
reduce their levies by a corresponding amount, while 237 districts, excluding MPS, lose over $2.7
nuillion in aid and increase their levies by a corresponding amount. : :
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.- The following general observations: can be made regarding the distributive effects of these
pi‘OY_iSiOI]SZ" T T S U . . ) . )

. Districts with relatively low per pupil equalized values would tend to receive less aid
as a-result of current law. Since these districts tend to receive a higher proportion of shared costs in
equalization aid, the proportionate reduction currently required to fund the choice program tends:to
be greater for these districts than the gain of secondary aid that would result from the increase in the
secondary guarantee under these provisions.

e Districts that receive only primary aid-or special adjustment aid, generally those with -
relatively high per pupil equalized values, also tend to receive. less aid under current law. - The
higher secondary guarantee does not affect the equalization aid entitlement for these districts, and
the choice reduction decreases the equalization aid received by these districts.

e Since a district’s: choice reduction “is- distributed proportionately ‘across its gross
equalization, integration .and  special adjustment aid eligibility, eligible -districts receive less net g
integration and special adjustment aid as aresult-of current law. Changing the secondary guarantee
has little effect on integration-or special adjustment aid entitlements. As-a-result, current law.does
not benefit districts that receive relatively significant integration or special adjustment aid.

. Attachment 1 shows the estimated general school aids school districts would have received if.
neither the choice ‘aid reduction nor the additional-$32:7 million of funding. attributable to the
choice reduction had applied in 200001 It-further shows the additional amount of aid each district
' received as aresult of the higher secondary. guarantee and the amount of the choice reduction from

* ' each district’s general school aid eligibility, as well as the net effect ‘of these choice financing

provisions. Finally, Attachment 1 identifies total net amount of general school aids received by ©
each district in 2000-01. o ensel e et Dumooan o cioiwne wd LS4

S AN 'appéndix is attached that grovides further detail on the calculation of equalization aid that
results under current law and that would have resulted in the absence of the choice aid reduction
and levy offset provisions. '

Alternative Funding Scenarios for the Choice Program =

A pumber of legislators have asked -about'the fiscal effects of other funding arrangements
for the Milwaukee parental choice program. The following section discusses six alternatives and
the fiscal effect of each alternative had it been in effect in 2000-01. Attachment 2 shows the net
general school aids received by each district in 2000-01 under current law and estimates of the
amount each district would have received in 2000-01 had each of the six alternatives been-in effect.

Restoring prior law (Alternative 1). Restoring choice funding law as it existed prior to
enactment of 1999 Act § would involve: (a) counting choice pupils in MPS membership for general
school aid purposes, including a component of pupils who would be counted on a current year
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basis; (b) counting choice pupils in the three-year rolling averages used under revenue limits, but
deleting them on a prior year basis; and (c) requiring the choice reduction to be made- from
equalization aid paid to MPS.

The interaction between the choice program and the equalization formula had this alternative
been in effect in 2000-01 is shown in Table 2. Lines one through nine of the table show the

estimated effects of the alternative as a change to school funding in the absence of the current aid
reduction and levy offset provisions. Each of the lines in the table is explained below. . - ?

TABLE‘ 2 R

Altematlve 1 s : -
Chmce Pregram Fundmg Interactions -- Restormg Pre-1999 Act 9 Law

wﬂwwew

($ in- Mxl!wns)
: e Schooi Dlsmat ; Spho_cﬁ:i)istrict
State Generai - School Aids Local Property Taxes
Fund Imgac . MPS Al Others MPS Al Others
1. MPS includes some choice pnpﬁs in:
. revenue limifs o S T s e e 8T8
2. State two-thirds funding increases; choxcc _ : S PR e :
pupils in MPS membership . 312 $17.7 -316.5
School district levies adjusted for state aid changes S I YY) $16.5
__Choxce payment T 490 R '
"-OffseztmgMPS aid reduction SR --.'»49_.0_ 4900 L et
MPSilevyio replaz:e Ioss ‘in. a:d SR S ST S 48,0 0
State aid increases by two- thirds offevy increase . -3_2.‘7 S RA N 303 e
Levy is reduced by increase in state aid _ _ =24 -30.3
9. Neteffectofalternative 0 7 T $339 ©  .§89 - $138  $307 - 5138
- Current law net effect: oLl 3327 0 8224 .. 558 $22.1 55,8
0. Change to current Tew under alternative ~$12 368 $80  $86 -S80

Line 1: Maximum allowable revenues for MPS would have increased by $1.8 million as a
result of restoring some choice ~pupils in MPS membership for revenue limit purposes. Before
cons1deraﬂon of state aid, the MPS school property ta.x levy would have mcreased by $1 8 million.

_ Lme 2 Because of the mcrease in the MPS revenuc Iirmt state two—thlrds fundmg would
mcrease by $1.2 m;lhon Since MPS could mclude chozce pupils in its membezship, MPS would
have gamed $17.7 million in general school. aids, while the other school dIS{I'ICtS in the state, m
total, would have Jost $16 5 million i in general school zuds
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Line 3: - As a result of the state aid changes atmbutabie to MPS mcludmg chmce pupﬂs in
membership, local school district levies would have been adjusted. ' : Lo

Line 4: The state would have made esnmateé total payrnen{s of $49 0 rmihon in 2000 01
from the choice program appropnation : _ S i :

Llne S This expendlture wou}d have been offsct by the reduction: from the genera} school
alds appropnation ‘with the entire reduction taken from MPS aid: - -

Line 6: As a result of the aid reduction ‘and Jevy offset provisions, the MPS gross property
tax Jevy would have been increased by $49.0 million gwen that MPS would have been able 1o levy
by the amount of the chmce rcductmn R

Line 7 Because: proparty taxes would have mmaily mcreased by $49 0 rmlhon partial
school revenues would have been increased by $49.0 million, and to maintain the state’s two-thirds
funding goal, general school aids would have been increased by approximately $32.7 million. As
under current law, the secondary guarantee would’ ‘have been set at-a level that generates
equahzauon aid entitlemeénts that are equal to ‘the total amount of funds available for distribution
and the state would have funded a greater percentage of secondary costs under the equalization aid
formula, Under the equalization formula, MPS would have received an additional $2 4 zmlhcm in
aid, while the other 425 dzstrzcts would have recewed $30.3 million. - SRR

" Line $: The increase in state aid received by districts would have allowed them to reduce
their school property tax levy by an equivalent amount, or $32.7 million statewide. Thus, the MPS

i property tax: ievy would have been reduced by $2.4 million, while the other 425 dxsmcts would’ o

have been abie to decrease their school property tax levy bya total cf $30 3 mﬂhon e o

-Line 9: The net effect of this alternative, compared to school funding in the absence of the
aid reduction and levy offset provisions, would have been that state general fund expendztures
would have been $33.9 million higher. General school aids to MPS would have been $28.9 million
lower, while general school aids to the other 425 districts would have been, in total, $13.8 million
higher. The local school property tax levy for MPS would have been $30.7 million higher, while
the local school property tax levy for the other 425 districts wouid have been, in total, $13.8 million
lower.

Lmz 10: Compamd to current law, state general fund expendztures wou}d have increased
by $1.2 million if this alternative had been in effect in 2000-01. General school aids for MPS
would have decreased by $6.8 million compared to current law, while the general school aids of the
other 425 school districts in the state would, in total, have mcreased by $8.0 rmﬂmn A totai of 363
districts would have gameci a total of apprommately $10.5 million in aid, while' 61 dlSB’ICtS
excluding MPS, would have lost 2 total of nearly $2.5 million in a1d The MPS school property tax
levy would have increased by $8.6 million compared to current law, while the school property tax
levy for the other 425 districts, in total, would have decreased by $8.0 million.
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Shifting the choice reduction to MPS (Alternative 2 )I. Under this-alternative, the reduction
from the general school aids appropriation would be funded by reducing the general school aids for
which MPS is eligible by 100% of the reduction amount, rather than 50% as under current law.

The interaction between the choice program and the equalization formula had this altemative
been in effect in 2000-01 is shown in Table 3. Each of the lines in the table is explained below. =

TABLE3
Altematwez
Cho;ce Pregram Funding Interactions -- Shifting the Chmce Reductlon to MPS
L ($m Mlllmns) Do SN
R RS R Schooi District -+ .. School District; .
State General School Aids Local Property Taxes -~
- Fund Impact MPS AllOthers  MPS  All Others
1. Estimated chéiCepayment R L8490 R
2. Offsetting MPS aidireduction -0 =+~ - -49.0 C 3490 L FE
3. MPS Ievyioreplacalossm stateaid . e s 0L Dece e 8490
4. State aid increases by two-thirds of levy increase 3270 24 303 o
5. Levy is reduced by increase in stateaid e e, 242303
6. Neteffect of alternative S $327 7 T -$466 $303 $4’6.6 8303
Currentlaw neteffect ~ U0 $32700 7 8221 858 j_:szza_jj"_ gsR
7. Change 10 current law under alternative . . Suas  s4s5 .‘3245 B4

Line 1; The state would have made estlmated toiai payments of $49 0 milhon m 2000 01
from the chozce progmm appropmat;en -

Line 2: This expenditﬁré would have been offset by the reduction from 'th.e g‘enerél"'séhoél
aids appropriation, with the entire reduction taken from MPS aid.

Line 3: As a result of the aid reduction and levy offset provisions, the MPS gross property tax
levy would have been increased by $49.0 million given that MPS would have been able to levy by
the amount of the choice reduction.

Line 4: Because property taxes would have initially increased by $49.0 million, partial school
revenues would have been increased by $49.0 million, and to maintain the state’s two-thirds funding
goal, general school aids would have been increased by approximately $32.7 million. The
secondary guaraniee would have been set at a level that generates equalization aid entitlements that
are equal to the total amount of funds available for distribution and the state would have funded a
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greater percentage of secondary costs under the equalization aid formula. .Under the equalization
formula, MPS would have received an additional $2.4 million in aid, while the other 425 dzstﬂcts
would have received $30.3 million. S o e - S

.- Line 5: The increase in state aid received by districts would have allowed them to reduce
their school property tax levy by an equivalent amount, or $32.7 million statewide. Thus, the MPS
property tax levy would have been reduced by $2.4 million, while the other 425 districts would
have been able to decrease their school property tax levy by a total of $30.3 million.

Line 6: The net effect of this alternative, compared to school fundmg in the absence of the aid
reduction and levy offset provisions, would have been that state general fund expenditures would
have been'$32.7 million higher. General school aids to MPS would have been $46.6 million jower,
while general school aids to the other 425 districts would have been, in total, $30.3 million higher.
The Jocal school property tax levy for MPS would have been $46.6 million higher, while the local
school property tax levy for the other 425 d1smcts would have been, in total, $30.3 million lower.

me 7 If this altematlve had’ been in effect in 2000»01 partial school revenues and state
general fund expenditures would have remained unchanged as compared to current law. General
school aids for MPS would have decreased by $24.5 million as compared to current law as a result
of the full choice reduction being taken from MPS general school aids.- The general'school aids of
the other 425 school districts in the state would have increased by $24.5 million from the
elimination of aid reductions attributable to the choice program. Each district’s aid would increase
by an amount equal to. the 2000-01 choice reduction. The MPS school property tax levy would
have increased by $24.5 compared to current law, while the school property tax }cvy for the other _
' 425 dzstrzcts m totai would have decreased by’ $24 5 rmlhon S

Open enrollment model (Alternative 3). Another alternative would be to fund the choice
program in 2 method conceptually similar to the open enrollment program. This would involve: (a)
counting uhmce pupils in membership for revenue limit and general school aid purposes; (b)
counting the cost of the choice program in shared costs for general school aid purposes; (c)
requiring the choice program to be funded from a reduction in equalization aid paid to MPS; and
(d) prohibiting MPS from replacing the aid reduction with school property taxes.

The interaction between the choice prografn ‘and the equalization aid formula had this

alternative been | in cffect in 2000-01 is shown in Table 4. Each of the lines in the table is cxplamed
below. '
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TABLE 4

; . Alternatlve 3
Chmca Pregram F undmg Interactions -~ Open Enroilment Model
(S in Mxihons) T o
School District School District
State General - School Aids . . Local Property Taxes
Fund Inpact MPS  AllOthers ~ MPS  AllOthers
1. MPS includes choice pupils in revenue limits $69.9
2. State two-thirds funding increases and MPS EEEEEEE ' '
includes choice pupils and costs in aids : $46.6 $45.9 o 807 R
3.. School district levies adjusted for state aid changes .. Lo e 459 o 80T
4. Esumawd choice payment .. 480 R ' :
5.  Offsetting reduction from MPS equalszanon aid 490 o490
6. No school district levy to replace lost state axd o SR
7. No additional state aid changes.* S
8. No additional levy changes
. Netefectofaliernative 466 1 07 5240 507
" Cortent law neteffect ~ 7 C%327 0 s2210 858 s:21 o $sg
10. Change to current law undéraltematéaae oo $139 0 L 3190 =558 0 819 o 850

Lme 1 As a rcsuk of ?VIPS bemg abIe to mciude cho;tce pupﬂs in zts membersh&p for rcvenue
limit purposes, it is estimated that maximum allowable revenues for MPS would have mcreased by
$69.9 million had these pupils been folly phased in for revenue limits in 2000-01. . Before
consideration of state aids, this would have increased the MPS school properiy tax ievy by 369 9
million, . - . S T

Line 2: Because of the increase in the MPS revenue limit, state two-thirds funding would
increase by $46.6 million. MPS would have gained $45.9 million in general school aids from

including prior year choice pupils and costs in its membership and shared costs, while the other 425
districts would have gained, in total, $0.7 million.

Line 3: As a result of the state aid changes attributable to MPS including choice pupils in
membership and shared costs, local school district levies would have been adjusted.

Line 4: The state would have made estimated total payments of $49.0 million in 2000-01
from the choice program appropriation.

Line 5: This expenditure would have been offset by the reduction from the general school
aids appropriation, with the entire reduction taken from MPS equalization aid.
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Line 6: Since MPS would be unable to feplace the aid lost due to the choice reduction by
increasing its levy, the MPS gross property tax levy would have remained unchanged

Line 7: Smce the MPS gross property tax Ievy wouicl remain unchanged partial school
revenues and the state’s {w0~th;1rcis fundmg goal would have remained unchanged.

Lmé: 8: Smce aid wouid remam unchanged there would be no additional impact on the
statemde school property tax levy.

Line 9: The net effect of this alternative, compared to school funding in the absence of the aid
reduction and levy offset provisions, would have been an increase in general fund expenditures by
$46.6 million. - General school aids to MPS would have been $3.1 million lowet, whﬁe general
school aids to the other 425 districts would have been, in total, $0.7 ‘million hlgher The local
school property tax levy for MPS would have been $24.0 mﬂhon hlgber, _while the. iocal school
property tax levy for the other 425 districts would, in total, have been $0. 7 mﬂhon lower '

Line 10 If this aitematne had been in effect in 2000-01, state gcnera} fund expendltures_
would have increased by $13.9 million as compared to current law. General school aids for MPS
would have increased by $19.0 million as compared to current law, while the general school aids of
the other 425 school districts in the state would have decreased, in total, by $5.1 million. A total of
178 districts would have lost a total of nearly $8.4 million in aid; while 246 districts, excluding
MPS, would have gained a total of $3.3 million in aid. The MPS school property tax levy would
have increased by $1.9 million compared to current law, while the school propeﬁy tax levy for the

L _o{he:r 425 d1str1cts m t{)ta} would have mcreased by SS 1 mﬂhcm

- Full “state fundmg of choice program (Alternatxve o). Anozher optien Would be to
eliminaté the reduction requirement from the general school aids appropriation in an amount equal
to the estimated total payments made for the choice program. Thus, the state would make a direct
payment for the chmce prograrn rather than bavmg the md amoums for school dzsmcts reduced

T'ne interaction between the choice program and the equahzatlon formula had this alternative
been in effect in 2000-01 is'shown in Table 5. Each of the lines in the table is explained below.
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