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GRAPHIC OVERVIEW
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OVERVIEW

Key Responsibilities

The Commissioner of Education and department staff, under the direction of the elected members
of the State Board of Education, have the following responsibilities:

> Supporting the State Board in its duty to exercise general supervision over public schools,
including accrediting public schools and school districts.

> Administering the public school finance and public school transportation programs.
> Administering educator licensure and professional development programs.
> Devel oping and maintai ning statemodel content standards, and admi nistering the associated

Colorado student assessment program.

> Maintai ning the state datareporting system, cal cul ating the annual academic growth of each
public school student, and issuing annual accountability reports for every public school.

> Administering education-related programs, including services for children with special
needs, services for English language learners, the Colorado preschool and kindergarten
program, adult basic education programs, and various state and federal grant programs.

> Supporting the State Board of Education in reviewing requests from school districts for
waiversof statelawsand regulationsand in serving asthe appellate body for charter schools.

> Promoting the improvement of library services statewide to ensure equal access to
information, including providing library services to persons who reside in state-funded
ingtitutions and to persons who are blind and physically disabled.

> Maintaining the Colorado virtual library and the state publications library.

The Department also includes two "type 1" agencies:

> A nine-member State Charter School Institute Board that is responsible for authorizing and
monitoring the operationsof "institute charter schools" located within certain school districts.

> A seven-member Board of Trusteesthat isresponsiblefor managing the Colorado School for
the Deaf and the Blind, located in Colorado Springs.

! Pursuant to Section 24-1-105 (1), C.R.S., atype 1 agency exercises its prescribed powers and
duties independently of the head of the department.
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Factors Driving the Budget

Although local government revenues provide asignificant source of funding for K-12 educationin
Colorado, local funds are not reflected in annual appropriations to the Department of Education.
Appropriations to the Department of Education for FY 2006-07 consist of 74.7 percent General
Fund, 12.7 percent federal funds, 12.2 percent cash funds exempt, and less than one percent cash
funds. Some of the most important factors driving the budget are reviewed below.

Public School Finance

The General Assembly has established a statutory public school finance formula under which al
public school districts operate. The school finance formulatakesinto consideration the individual
characteristics of each school district in order to equalize funding among districts and to provide
thorough and uniform educational opportunities throughout the state. The school finance formula
allocates state and local fundsto school districts by calculating a specific per pupil level of funding
for each school district, as well as a specific state and local share of funding for each district.

The formulaprovides the same base amount of funding per pupil for every district ($4,864 per pupil
for FY 2006-07). The formula then increases base per pupil funding for each district based on
factors that affect districts' costs of providing educationa services. Thus, per pupil funding
allocations vary for each district. For FY 2006-07, per pupil funding allocations are estimated to
range from $5,875 to $13,608, with a statewide average allocation of $6,376 per pupil. Each
district's per pupil funding allocation is multiplied by its funded pupil count to determine its "total
program" funding. For FY 2006-07, atotal of $4.8 billionin state and local fundswill be allocated
among school districts based on the public school finance formula.

Constitutional Inflationary Requirement (Amendment 23).

Pursuant to Section 17 of ArticlelX of the Colorado Constitution, the General Assembly isrequired
to provide annual inflationary increases in base per pupil funding. Specifically, for FY 2001-02
through FY 2010-11, the base per pupil funding amount must increase annually by at least the rate
of inflation plus one percent; for FY 2011-12 and each fiscal year thereafter, the base per pupil
funding amount must increase annually by at least the rate of inflation. For FY 2006-07, base per
pupil funding increased from $4,718to $4,864 (3.1 percent), based on the actual inflation rate of 2.1
percent in calendar year 2005. Given an estimated funded pupil count of 750,307, the General
Assembly isthusrequired to provide aminimum of $3.7 billioninstateand local fundsfor FY 2006-
07 -- 76.3 percent of the $4.8 billion in total state and local funding.

Factors Considered in Public School Finance Formula.

Theremaining 23.7 percent of state and local fundsthat will be allocated among school districtsin
FY 2006-07 isdriven by other factorsin the school finance formulathat increase the base per pupil
funding for each district by varying amounts to account for individual district characteristics. The
table at the top of the next page summarizes the three primary factors.
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Factor s Used to Differentiate Per Pupil Funding for Each District

Portion of Total

Factor Program Funding
Description Attributable

Cost of Living Factor  Recognizes differencesin the cost of living among districts.

Provides greater per pupil funding for higher cost districts. 14.6%
Size Factor Recognizes economies of scale experienced by larger

school districts. Provides greater per pupil funding for

districts with low enrollment. 4.4%
At-risk Factor Provides additional funding for districts serving students

who may be at risk of failing or dropping out of school
(determined based on the number and concentration of
students eligible for free lunch under the federal school
lunch program and English language learners) 4.5%

Determining the Sate and Local Shares of Public School Funding.

Once the total program funding amount is determined for each district, the state and local share of
suchfundingiscalculated for each district. Local property and specific ownership taxesprovidethe
first source of revenuefor each district'stotal program funding, and theremainder iscovered by state
funds. Property taxes are based on each district's mill levy and the assessed (taxable) value of
property in each district. Specific ownership taxes are paid when registering motor vehicles. For
FY 2006-07, local taxes are expected to contribute about $1.7 billion toward public school finance.
Thus, the General Assembly appropriated over $3.0 billionin state funding to provideatotal of $4.8
billionfor school district operations. Two constitutional provisions-- the Gallagher amendment and
TABOR -- havetheeffect of limiting property taxes, causing thelocal share of total program funding
to increase at a slower rate than overall funding. Thus, state funding is required to increase at an
even greater rate than total program funding, and the state's proportional share of funding continues
to riseannually. Since FY 1994-95, when the existing School Finance Act was first adopted, the
state share of funding has risen from 54.3 percent to an estimated 63.6 percent for FY 2006-07.

In summary, severa factors affect the amount of state funding appropriated for public school
finance:

v the number of pupils enrolled in public schools (including the number of slots statutorily
authorized for state-funded preschool and full-day kindergarten programs);

therate of inflation;

changes in the relative cost-of-living in various regions of the state;

the number of at-risk students enrolled in public schools;

changes in statutory definitions, procedures, or mathematical factors that impact the
calculation of per-pupil funding or state aid for each district; and

fluctuationsin local property and specific ownership tax revenues, as well as constitutional
provisions that limit property tax revenues.

NS NENENEN

Thetable on thefollowing page provides key datarelated to school finance funding for the last four
fiscal years, aswell as appropriations for FY 2005-06 and FY 2006-07.
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Public School Finance Funding

Annual Percent Change

al Local share excludes revenues foregone due to business incentive agreements; state share includes state payments related to such agreements.

4-Dec-06

5.0%

3.1%

5.2%

4.2%

FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07
Description Actual Actual Actual Actual Approp. Approp.

Funded Pupil Count 707,202 717,465 722,980 729,377 741,403 750,307
Annual Percent Change 2.0% 1.5% 0.8% 0.9% 1.6% 1.2%
Denver-Boulder Inflation Rate for

Previous Calendar Year 4.0% 4.7% 1.9% 1.1% 0.1% 2.1%
Statewide Base Per Pupil Funding $4,202 $4,442 $4,570 $4,666 $4,718 $4,864
Annual Percent Change 5.0% 5.7% 2.9% 2.1% 1.1% 3.1%
Statewide Aver age Per Pupil Funding $5,451 $5,796 $5,943 $6,074 $6,167 $6,376
Annual Percent Change 5.5% 6.3% 2.5% 2.2% 1.5% 3.4%
Districts Total Program Funding $3,854,831,914 $4,158,114,214  $4,296,674,752  $4,430,126,525 || $4,572,554,442 $4,783,715,116
Annual Percent Change 7.5% 7.9% 3.3% 3.1% 3.2% 4.6%
Local Share of Districts Total Program

Funding & $1,624,795,679 $1,674,010,828 $1,671,170,411  $1,686,385,318 | $1,701,325,166 $1,743,412,372
Annual Percent Change 5.7% 3.0% -0.2% 0.9% 0.9% 2.5%
State Share of Districts Total Program

Funding & $2,230,036,235 $2,484,103,386 $2,625,504,341  $2,743,741,207 || $2,871,229,276 $3,040,302,744
Annual Percent Change 8.9% 11.4% 5.7% 4.5% 4.6% 5.9%
State Share as Percent of Districts Total

Program Funding 57.9% 59.7% 61.1% 61.9% 62.8% 63.6%
Genera Fund Portion of State Share

Appropriation $2,073,406,872 $2,137,582,405 $2,247,917,791  $2,342,782,148 | $2,483,349,077 $2,649,049,913

6.0%

6.7%
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Categorical Programs

Programs designed to serve particular groups of students (e.g., studentswith limited proficiency in
English) or particular student needs (e.g., transportation) have traditionally been referred to as
"categorical" programs. Unlike public school financefunding, thereisno legal requirement that the
Genera Assembly increase funding commensurate with the number of students eligible for any
particular categorical program. However, Section 17 of Article IX of the Colorado Constitution
requiresthe General Assembly to increasetotal state funding for all categorical programs annually
by at least therate of inflation plus one percent for FY 2001-02 through FY 2010-11, and by at |east
the rate of inflation for each fiscal year thereafter. For example, based on the actual inflation rate
for calendar year 2005 (2.1 percent), the General Assembly was required to increase state funding
for categorical programs by at least $5.9 million (3.1 percent) for FY 2006-07. The Genera
Assembly elected, however, to increase state funding for categorical programs by $9.8 million.

The General Assembly determines on an annual basis how to allocate the required increase among
the various categorical programs. Thefollowing table detailsincreasesin the annual appropriation
of state funds since FY 2000-01, by program area.

Increasesin State Funding for Categorical Programs
FY 2006-07 Changein Annual Appropriation of State
Long Bill Lineltem Appropriation Funds Since FY 2000-01

Specia education - children with disabilities $115,953,326 $44,442,553 62.1%
English language proficiency program 6,132,897 3,031,299 97.7%
Public school transportation 42,940,625 6,018,398 16.3%
Colorado Vocational Act distributions 20,635,922 2,843,072 16.0%
Special education - gifted and talented children 7,808,744 2,308,744 42.0%
Expelled and at-risk student services grant program 6,285,171 496,364 8.6%
Small attendance center aid* 890,777 (57,363) -6.1%
Comprehensive health education 600,000 0 0.0%
Total $201,247,462 $59,083,067 41.6%

* Although funding provided for small attendance center aid has declined since FY 2000-01, the
amount appropriated for FY 2006-07 is estimated to be sufficient to fully fund the program.

School Capital Construction Funding

Pursuant to S.B. 00-181, the General Assembly is required to appropriate atotal of $190.0 million
from the General Fund over an eleven-year period to assist school districts with capital
improvements®. The $190.0 million is to be split between two funds:

2 The State settled the Alec Giardino, et al. v. the Colorado Sate Board of Education, et al.
lawsuit concerning conditions existing in public school facilities. The settlement agreement was
contingent upon the General Assembly adopting legislation that would provide a mechanism for funding
capital construction, repair and maintenance in public schools -- atotal of $190 million state funds over
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v A total of $105.0 million is to be appropriated to the School Capital Construction
Expenditures Reservefor capital expendituresof school districtsthat: (1) addressimmediate
safety hazardsor health concerns; (2) relieve excessive operating costscreated by i nsufficient
mai ntenance or construction spending; or (3) relieve conditionsthat detract from an effective
learning environment.

v The remaining $85.0 million is to be appropriated to the School Construction and
Renovation Fund to provide matching grants to districts for qualified capital construction
projects.

A provision was included in S.B. 00-181 [Section 24-75-201.1 (4) (c¢), C.R.S] prohibiting the
Genera Assembly from making the General Fund appropriations set forth in the act in afiscal year
in which Genera Fund revenues do not exceed certain annual obligations by more than $80.0
million®. Dueto revenue shortfalls, the General Assembly hasthus not been statutorily obligated to
appropriate General Fund moneysfor school capital construction since FY 2000-01. However, the
General Assembly elected to waivethisprovisionfor certainfiscal yearsand it hasalso appropriated
moneys from the State Education Fund for capital construction purposes. In addition, lottery
proceeds have been availablefor capital construction needsin each of thelast fivefiscal years. The
following table provides asummary of funding required by S.B. 00-181 (given sufficient revenues)
and funding made availableto datefor capital construction programs(excluding funding specifically
for charter schools).

Q&ﬂfgﬁ?g gnst)%qlllgleﬂ Funding M ade Available To Date for Capital Construction
Fiscal General Fund Revenues State Education Lottery
Y ear are Sufficient General Fund Fund Proceeds Total
00-01 $5,000,000 $5,000,000 $0 $0  $5,000,000
01-02 10,000,000 10,000,000 6,471,052 0 | 16,471,052
02-03 15,000,000 0 6,500,060 8,499,940 15,000,000
03-04 20,000,000 0 10,000,000 3,690,377 13,690,377
04-05 20,000,000 0 5,000,000 2,396,438 7,396,438
05-06 20,000,000 25,000,000 5,000,000 1,691,454 31,691,454
06-07 20,000,000 15,000,000 0 12545316 | 27,545,316
Subtotal 110,000,000 55,000,000 32,971,112 28,823,525 | 116,794,637

eleven years to address the most serious needs. The General Assembly subsequently adopted, and the

Governor signed, S.B. 00-181 to implement the agreement.

% Through H.B. 06-1375, the General Assembly amended this language to allow (but not require)
the General Assembly to make a General Fund appropriation even if the threshold is not met [see Section
24-75-201.1 (4) (¢) (I1), C.R.S].
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Sapieg Elere Requirgd Funding Made Available To Date for Capital Construction
Pursuant to S.B. 00-181 if
Fiscal General Fund Revenues State Education Lottery
Y ear are Sufficient General Fund Fund Proceeds Total
07-08 20,000,000 na
08-09 20,000,000 na
09-10 20,000,000 na
10-11 20,000,000 na
$190,000,000

Summary of Major Legislation

v

S.B. 06-73 (Tapia/Merrifield): Effective July 1, 2007, expanded the age requirements
associated with compulsory school attendance to include children ages seven through 16
(adding 16-year-olds).

S.B.06-119 (Groff/Garcia): Increased theaggregate outstanding principa amount of bonds
that may be secured by the state'smoral obligation and the State Charter School Debt Service
Reserve Fund from $200 million to $400 million.

H.B. 06-1008 (M assey/Isgar): Allowed small school districts and certain charter schools
toreceivereimbursement for the cost of purchasing supplemental on-line education courses.

H.B. 06-1375 (Pommer/Windels): School Finance Act. Increased the maximum number
of children that can participate in the Colorado Preschool and Kindergarten Programfrom
12,360 to 14,360, and expressed the General Assembly'sintent to "fully fund" the program
over the next three fiscal years. Modified the distribution of state moneys appropriated for
gpecial education for children with disabilities. Allowed the General Assembly to
appropriate General Fund moneysfor capital construction programsfor fiscal years2005-06
through 2010-11 even if General Fund revenues do not exceed the relevant statutory
threshold. Provided one year of additional state aid to declining enrollment districts in
which a new charter school is opened. Restored funding for the Summer School Grant
Program and the Facility Summer School Program.

S.B. 05-200 (Windels’Pommer): School Finance Act. Eliminated the requirement that the
Genera Assembly annually appropriate $5 million from the State Education Fund to the
School Capital Construction Expenditures Reserve. Restored full-day kindergarten funding
for students attending a school that received an "unsatisfactory" academic performance
rating.

S.B. 05-196 (Owen/Buescher): Land Boar d | nvestment and Development Fund. Limited
the amount of rental income earned on public school lands availablefor appropriation to $12
million per fiscal year and required excessrevenuesto be credited to the Public School Fund.
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v H.B.04-1362 (Carroll/Groff): StateCharter School I nstitute. Established anine-member
State Charter School Institute Board responsible for authorizing and monitoring the
operations of "institute charter schools" located within certain school districts. Allowed a
school district to retain exclusive authority to authorize charter schoolswithinitsboundaries
if the district meets certain criteria.

v H.B. 04-1397 (King/Anderson): School Finance Act. Reduced the at-risk factor in the
total program funding formulafor three fiscal years. Allowed an adjustment to the cost of
living factor in the total program funding formula based on the increase in teacher income
rather than on inflation. Established astatutory age-of-entry policy for purposes of funding
preschool, kindergarten, and first-grade pupils. Allowed the use of a portion of the annual
appropriation for the state share of districts total program costs "off the top" for associated
department administrative costs. Modified and clarified districts financial responsibilities
for tuition costs for children with disabilities who enroll in and attend a charter school, an
on-line program, or a school in adistrict other than the child's district of residence.

v H.B.04-1433 (King/Grossman): Academic Growth. Repeaedthe Academic Growth Pilot
Program. Required the Department to develop a model to calculate students annual
academic growth for diagnostic purposes, and to use the model to annually calculate the
academic growth of each student and each school in reading, writing, and mathematics.
Added the academic growth of students rating to the school accountability reports.

v S.B. 03-53 (M cElhany/King): Colorado School for the Deaf and theBlind Gover nance.
Established a seven-member Board of Trustees responsible for managing the School.
Authorized the Board to grant charters to applicants that propose a charter school that is
designed to serve students who would qualify for admission to the School, and to spend
moneys granted or donated to the School. Authorized the School to provide additional
educational services on alocal or regional basis, and to provide adult educational services
and receive federal moneys available for such purpose.

v S.B. 03-183 (Reeves/Plant): K-12 Program Modifications. Modified or eliminated
severa programsin order to reduce expendituresin FY 2002-03 and future fiscal years.

v S.B. 03-248 (Anderson/King): School Finance Act. Reduced the cost of districts' total
program funding for FY 2003-04 and subsequent fiscal years by making the following
modifications to the School Finance Act: (a) increasing minimum per-pupil funding by a
lower percentage than base per pupil funding; (b) reducing the size factor for al districts;
(c) modifying the definition of "at-risk pupils" to include only those pupils eligible for free
lunch and eliminating the authority of districts to average at-risk pupil count for up to three
years; (d) temporarily reducing the number of available Colorado Preschool Programslots
by 2,000.

Repealed the Full-day Kindergarten Pilot Program three years early. Eliminated the

authority for districtsto receive funding each year for an additional 135 on-line studentsfor
whom districtswould otherwise not receive funding. Eliminated aschool district'sauthority
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to enter into new business incentive agreements and the associated state replacement of
school district revenues. Capped the amount of interest earnings from the Public School
Fund that may be expended annually for the maintenance of public schoolsat $19.0 million.
Modified fundingfor charter school capital construction, including limiting the amount that
the General Assembly is required to appropriate annually to $5.0 million.

v H.B. 03-1021 (King/Arnold): Charter School Facilities Financing. Limited the charter
schools that may have bonds issued on their behalf that rely upon the state Charter School
Debt Reserve Fund to those that have an investment grade credit rating. Required charter
schools that have such bonds to pay a specified amount of interest rate savings on bonds
issued on its behalf that result from more favorable financing terms. Clarified that $200
million isthe maximum outstanding principal amount of bondsthat may be enhanced by the
State's "moral obligation" and the Charter School Debt Service Reserve Fund, and made a
covenant with the purchasers of qualified charter school bondsthat the state will not repeal,
revoke, or rescind any statutory provisions that would adversely affect the rights and
remedies available to the bond purchasers. Authorized the State Treasurer to charge afee
to the charter school to defray administrative costs of the program.

v H.B. 03-1032 (Pommer/Tupa): I nterest-free L oan Program. Required aschool district's
superintendent and chief financia officer to inform the school district's board of education
of each loan requested through the state interest-free loan program and the amount of the
loan. Required the district's board to approve the school district's application to participate
in the loan program.

v H.B. 02-1349 (King/Thiebaut): School Finance Act. Modified the method of funding
pupils enrolled in on-line programs. Increased the maximum number of children that can
participate in the Colorado Preschool Programfrom 10,050 to 11,050, and allowed certain
three-year-old children to participate in the program.

Created a process that allows a charter school to submit a capital construction plan to its
chartering district so that it can be included in a bond election or have the school district
submit aspecial mill levy question onitsbehalf. Enhanced the ability of charter schoolsthat
issue bonds to fund capital construction through a governmental entity other than a school
district to obtain favorable financing terms for such bonds by creating: (a) the "intercept
program”; (b) the Charter School Debt Reserve Fund; and (c) a "mora obligation" by
requiring the State to consider appropriating moneys not to exceed $200 million to ensure
that a charter school's bonds can be paid. Made al charter schools, except those operating
in state facilities, eligible for additional State Education Fund moneys for capita
construction, and modified the formulafor determining the amount of State Education Fund
moneys available for such purpose.

Established the Academic Growth Pilot Program, School Breakfast Program, the Facility
Summer School Grant Program, the National Credential Program, and aprogram whereby
additional state funding is provided to certain fast-growing school districts. Created aloan
programto providefunding for capital improvementsin certainfast-growing school districts,
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and required the State Treasurer to lend moneys from the Public School Fund to growth
districts whose loan applications have been approved by the State Board of Education.

v S.B. 01-82 (Matsunaka/Spence): Implementation of Article IX, Section 17 of the
Colorado Constitution (1 of 4). Oneof four billsadopted that implemented aconstitutional
provision adopted by votersin November 2000. Set forth funding requirementsand defined
relevant terms,

v S.B. 01-91 (Hernandez/Spence): Full-day Kindergarten Pilot Program. Authorized a
full-day kindergarten educational pilot program to serve those students who attend a school
that received an academic performance grade of "F" for the previous school year.

v S.B. 01-98 (Pascoe/King): School Improvement. Enacted education reform measures,
including the following maor provisions: (1) made changes to statutory provisions
concerning school improvement plans, educational accreditation, and school report cards
(renamed "accountability reports'); (2) required the Department to review and update al
statewide assessments, including non-English assessments, as necessary to maintain the
integrity of the assessments; and, (3) established a teacher pay incentive pilot program to
assist poorly-performing school districts in recruiting and maintaining quality teachers.

v S.B. 01-129 (T hiebaut/Dean): School Finance Act. Required the General Assembly to
annually appropriate State Education Fund moneys for the purpose of assisting qualified
charter schools with their capital construction needs and to annually appropriate an equal
amount from the State Education Fund to the School Capital Construction Expenditures
Reserve for school districts capital construction needs.

Required the General Assembly to make annual appropriationsfor the required state match
for thefederal National School Lunch Act and directed the Department to all ocatethose state
moneys among participating school districts. Created the Summer School Grant Program
to provide state funds to school districts for the operation of summer reading programs for
certain studentsin gradesthreethrough five. Required the Department to makethe state data
reporting system capabl e of performing longitudinal analyses of student assessment results.

v S.B. 01-204 (Reeves/Y oung): Implementation of Articlel X, Section 17 of the Colorado
Constitution (1 of 4). Required Legislative Council staff to annually provide information
concerning the solvency of the State Education Fund and the ability of the State to comply
with therequirementsof ArticlelX, Section 17. Required the General Assembly to annually
certify the amount of moneys in the State Education Fund considered available for
appropriation for the next fiscal year by acting on ajoint resolution.

v S.B. 00-181 (Wham/Geor ge): Funding of Public School Capital Construction Projects.
Established the School Capital Construction Expenditures Reserve to provide assistance to
school districtsfor certain capital construction projects. Required the General Assembly to
appropriate a total of $105.0 million over 11 years to such Reserve, plus another $85.0
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million over nine yearsto the existing School Construction and Renovation Fund* to make
matching grants to school districts for capital construction projects.

v S.B. 00-186 (Anderson/Allen): Education Reform. Enacted education reform measures,
including: (1) expanding the number of grade levels tested through the Colorado student
assessment program; (2) requiring the Department to produce annual report cardsfor every
public school; and, (3) authorizing the State Board to recommend that any school that
receives an academic performance grade of "F" on its report card be converted to an
Independent Charter School and establishes a procedure for such conversion.

v H.B.98-1267 (Allen/B. Alexander): Accr editation/Assessments. Requiredthe StateBoard
to implement a school accreditation process that focuses on student achievement results on
standards-based tests, and to prepare annua reports on achievement of accreditation
indicators by public schools and school districts.

v H.B. 94-1001 (Ander son/Wells): Public School Finance Act of 1994. Established anew
formula for determining "total program" funding for each school district. Increased
allowable participation in the Colorado Preschool Program from 2,750 to 8,500.

S.B. 93-183 (OwengKerns): Authorized the Establishment of Charter Schools.

H.B. 93-1313 (Sullivan/Meiklgohn): Standards-Based Education. Required the
development and implementation of content standards and associated student assessments.

* This Fund, established by H.B. 98-1231 (Tool/J. Johnson), was originally to consist of excess
TABOR revenues pursuant to H.B. 98-1256. Voters, however, rejected the referred measure.
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Major Funding Changes FY 2005-06 to FY 2006-07

Action General Fund Other Funds Total Funds Total FTE
(Source) (Sources)

Changes Related to Public School Finance Act:

Increase State Share of Digtricts
Total Program Funding Based on
3.1 Percent Increase in Base Per
Pupil Funding and existing school

finance funding formula $153,983,026 $3,372,632 | $157,355,658 0.0
(Constitutionally/statutorily (CFE - Sate
required increase) Education Fund, Sate

Public School Fund)

Increase State Share of Districts

Total Program Funding Based on
Projected 1.1 Percent Enrollment
Increase 48,873,799 0 48,873,799 0.0

(Constitutionally/statutorily
required increase)

Add 2,000 funded " dots" for the
Colorado Preschool and
Kindergarten Program, partially
offset by elimination of certain
full-day kindergarten dots 4,931,217 0 4,931,217 0.0

(H.B. 06-1375)

Eliminate one-time appropriation
to State Education Fund (3,551,904) 0 (3,551,904) 0.0

(JBC action)

Less: Estimated 2.5 percent
increasein local funds (42,087,206) 0 (42,087,206) 0.0

Subtotal: Changesin State
Appropriations Related to Public
School Finance Act 162,148,932 3,372,632 165,521,564 0.0
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Action General Fund Other Funds Total Funds | Total FTE
(Source) (Sources)
Other Changes:
Categorical Programs 9,290,692 491,252 9,781,944 0.0
(Constitutionally required increase; (CFE - Sate
H.B. 06-1375) Education Fund)
New or increased funding for
various programs, including:
charter school capital construction;
aid for declining enrollment districts
with new charter schools;, Summer
School Grant Program; Facility
Summer School Grant Program; and
national credential fee assistance 283,377 5,317,000 5,600,377 0.3
(H.B. 06-1375) [CFE - Sate
Education Fund]
Increase spending authority
related to the State Charter
School Institute 0 1,830,251 1,830,251 9.5
(JBC action) [CFE - transfers]
Reimbur sement for Supplemental
On-line Education Cour ses 0 531,580 531,580 0.0
(H.B. 06-1008) [CFE - Sate Public
School Fund]
Expand Colorado School for the
Deaf and the Blind's home-based
family literacy programs 462,620 0 462,620 1.8
(Department request)
Increase state funding for library
courier service 400,000 0 400,000 0.0
(Department request)
Provide funding for family
literacy grant program 0 400,000 400,000 0.0
(G.A. action on Long Bill) [CFE -Sate
Education Fund and
matching spending
authority]
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(SB. 06-176)

[CF - Educator
Licensure Cash Fund]

Action General Fund Other Funds Total Funds | Total FTE
(Source) (Sources)
Reading Assistance Grant
Program Fund 0 300,000 300,000 0.0
(H.B. 06-1004) [CFE - Read-to-
Achieve Cash Fund]
Principal Development
Scholar ship Program 0 250,000 250,000 0.0
(H.B. 06-1001) [CFE - Gifts, grants
and donations]
Restore funding for boar ds of
cooper ative services grants 210,000 0 210,000 0.0
(SB. 06-130)
Restore state funding for federal
school breakfast program 190,000 0 190,000 0.0
(JBC action)
Add accounting and school
finance staff, and restore General
Fund support for school finance
unit 1,024,986 (845,633) 179,353 3.0
(JBC action; H.B. 06-1375) [CFE - "off-the-top"
of districts total
program funding]
Increase FTE authorization for
longitudinal analyses of student
assessment results 0 0 0 1.0
(H.B. 06-1109)
Reduce funding for school
accountability reports (200,000) 0 (200,000) 0.0
(G.A. action on Long Bill)
Eliminate requirement for this
Department to collect and
transfer licensure-related
background check fees 0 (775,000) (775,000) 0.0
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Action General Fund Other Funds Total Funds | Total FTE
(Source) (Sources)
Reflect transfer of federal special
education grant for infants,
toddlers, and their families 0 (7,215,847) (7,215,847) 0.0
(Governor's Executive Order) (FF - Part C)
Eliminate State Education Fund
appropriation to School Capital
Construction Expenditures
Reserve 0 (10,000,000) (10,000,000) 0.0
(Satutory) [CFE -Sate
Education Fund and
matching spending
authority]
Reduce General Fund
appropriationsfor capital
construction programs (10,000,000) (20,000,000) (20,000,000) 0.0
(H.B. 06-1375 and JBC action) [CFE - Spending
authority]
Eliminate one-time funding for
Read-to-Achieve Grant Program (11,562,409) (11,562,409) (23,124,818) 0.0
(JBC action) [CFE - Spending
authority]
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education
Decision Item Priority List

Priority Division: Description GF CF CFE FF TOTAL FTE
[Statutory Authority] [Source] [Source]
Requests Included in the Governor's Official Budget Request
1 Assistance to Public Schoals, Public School Finance,
State Share of Districts Total Program Funding $132,452,496 ($35,480) $58,015,873 $190,432,889 0.0
Increase funding for state share of districts total program
based on a 1.1 percent projected growth in the funded pupil
count and a base per pupil funding inflationary increase of
4.5 percent (inflation plus one percent). [State Public School
Fund; Sate Education
Fund]
[Required base per pupil funding increases:
Section 22-55-106, C.R.S.,and Article IX,
Section 17 of the Colorado Constitution;
School Finance Act: Section 22-54-101, et seq.]
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education
Decision Item Priority List

Priority

Division: Description GF
[Statutory Authority]

CF
[Source]

CFE
[Source]

FF

TOTAL FTE

2

Assistanceto Public Schools, Categorical Programs

Increase funding for categorical programs by 4.5 percent
(inflation plus one percent).

[Required increase in state funding for categorical
programs: Article IX, Section 17 of the Colorado
Constitution and Sections 22-55-102 and 107, C.R.S

Special Education for Children with Disabilities:
Title 22, Article 20, CRS;

English Language Proficiency Program:

Section 22-24-104, C.R.S;

Transportation: Sections 22-32-113 and
22-51-108, C.RS;

State Assistance for Vocational Education:

Section 23-8-101 et seqg., C.R.S;

Special Education for Gifted and Talented Children:
Section 22-26-101 €t seq., C.R.S;

Expelled and At-risk Sudent Services Grant Program:
Section 22-33-205, C.R S;

Grant Program for In-school or In-home Suspension:
Section 22-37-101 et seg., C.R.S;

Small Attendance Center Aid:

Section 22-54-122, C.R.S;;

Colorado Comprehensive Health Education Program:

Section 22-25-104, C.R.S]

9,056,137

[Sate Education
Fund]

9,056,137 0.0
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education
Decision Item Priority List

Priority

Division: Description GF CF CFE
[Statutory Authority] [Source] [Source]

FF

TOTAL FTE

3

Assistanceto Public Schools, Categorical Programs,
Other Categorical Programs, Expelled and At-risk
Student Services Grant Program

55,505
Provide funding for 1.0 FTE to administer this grant
program, including supervising the state evaluation of the
program and sharing best practices with school districts.

[Expelled and At-risk Sudent Services Grant Program:
Section 22-33-205, C.R S;]

55,505 1.0

Non-Prioritized, Statewide Requests

Colorado School for the Deaf and the Blind, School
Operations, Vehicle L ease Payments

1,289
Provide funding to annualize the cost of replacing one
vehicle at the Colorado School for the Deaf and the Blind in
May 2007.

[General statutory authority for the Department of
Personnel and Administration's fleet program:
Section 24-30-1104 (2) et seq., C.R.S]

1,289 0.0

Total Decision Items $132,509,290 ($35,480) $67,072,010

$0 $199,545,820 1.0
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FY 2007-08 Joint Budget Committee Staff Budget Briefing

DEPARTMENT OF EDUCATION: OVERVIEW OF MAJOR CHANGES

Requested Changes FY 2006-07 to FY 2007-08:

General Cash
Description FTE Fund Cash Exempt Federal Total

State Share of Districts Total Program Funding:
Provide funding (at current average per pupil funding level) for
projected 1.1 percent enrollment growth (DI #1) 0.0 $52,872,877 $0 $0 $0 $52,872,877
Increase base per pupil funding by 4.5 percent (DI #1) 0.0 158,911,550 (35,480) 58,015,873 0 216,891,943
Less: Estimated 4.5 percent increase in local funds (DI #1) 0.0 (79,331,931) 0 0 0 (79,331,931)

Net Change in State Share 0.0 132,452,496 (35,480) 58,015,873 0 190,432,889
Provide 4.5 percent increase for categorical programs (DI #2) 0.0 0 0 9,056,137 0 9,056,137
Anticipated changesin federal funding for various programs 4.4 0 0 0 8,368,831 8,368,831
Increase funding for state employee benefits 0.0 568,289 109,429 114,565 391,533 1,183,816
Fund 1.0 FTE to administer the Expelled and At-risk Student
Services Grant Program (DI #3) 1.0 55,505 0 0 0 55,505
Eliminate one-time funding for Reading Assistance Grant
Program (H.B. 06-1004) 0.0 0 0 (300,000) 0 (300,000)
Eliminate one-time spending authority from School Construction
and Renovation Fund reserve 0.0 0 0 (437,602) 0 (437,602)
Eliminate reimbursement for supplemental on-line education
courses (July 1, 2007 repeal in H.B. 06-1008) 0.0 0 0 (531,580) 0 (531,580)
Other 12 326,390 241,819 109,477 0 677,686

Net Change

$133,402,680

$315,768

$66,026,870

$8,760,364

$208,505,682
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Fiscal Year 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
DEPARTMENT OF EDUCATION
Commissioner: William J. Moloney
(1) MANAGEMENT AND ADMINISTRATION
This section provides funding and staff for: the State Board of Education; the administration of a variety of programs
including public school finance, educator licensure and professional development programs, standards and
assessments, and library programs; and, general department administration, including human resources, information
management, budgeting, accounting, and facilities maintenance. The primary source of cash funds for this sectionis
fees paid by applicants for educator licenses, certificates, etc. Cash funds exempt sources consist primarily of indirect
cost recoveries and transfers of funds from various cash- and federally-funded line items.
Genera Department and Program Administration a/ 6,225,517 6,424,442 6,826,552 6,819,995
FTE 739 755 810 810
General Fund 3,993,895 4,110,663 5,301,208 b/ 5,293,063
FTE 48.3 49.7 65.0 b/ 65.0
Cash Funds 121,745 124,770 128,608 128,850
FTE 15 15 15 15
Cash Funds Exempt 2,096,856 2,175,690 1,383,790 1,383,833
FTE 241 24.3 145 145
Federal Funds 13,021 13,319 12,946 14,249
Office of Professional Services - (CF) ¢/ 2,308,307 2,376,033 1,663,799 1,663,799
FTE 16.6 185 19.0 18.9
Health, Life, and Denta 1,097,408 1,341,487 1,624,152 1,948,203
General Fund 544,431 703,688 816,811 990,650
Cash Funds 38,641 46,247 54,756 81,101
Cash Funds Exempt 104,030 123,705 145,800 197,929
Federal Funds 410,306 467,847 606,785 678,523
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Fiscal Year 2007-08 Joint Budget Committee Staff Budget Briefing

Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Amortization Equalization Disbursement n/a 55,447 202,764 320,901
Genera Fund 22,973 88,987 149,541
Cash Funds 2,122 8,298 13,903
Cash Funds Exempt 5,879 19,555 24,715
Federal Funds 24,473 85,924 132,742
Supplemental Amortization Equalization
Disbursement na n‘a na 68,586
Genera Fund 32,251
Cash Funds 2,896
Cash Funds Exempt 5,785
Federal Funds 27,654
Salary Survey and Senior Executive Service 548,136 828,410 768,848 1,230,028
General Fund 278,552 393,052 354,397 571,468
Cash Funds 18,536 27,800 33,632 97,653
Cash Funds Exempt 46,982 66,621 68,042 103,651
Federal Funds 204,066 340,937 312,777 457,256
Performance-Based Pay Awards 242,529 0 0 211,862
Genera Fund 88,912 0 0 84,574
Cash Funds 10,057 0 0 10,562
Cash Funds Exempt 31,239 0 0 15,882
Federal Funds 112,321 0 0 100,844
Shift Differential 80,202 See Colorado School for the Deaf
Genera Fund 80,202 and the Blind section
Cash Funds Exempt 0
Workers Compensation 438,058 374,680 407,704 426,615
General Fund 237,404 170,527 187,597 188,167
Cash Funds 18,025 14,773 18,603 18,965
Cash Funds Exempt 0 38,860 38,588 51,496
Federal Funds 182,629 150,520 162,916 167,987
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Fiscal Year 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Emeritus Retirement - (GF) 33,011 30,575 29,392 29,392
Administrative Law Judge Services 57,024 24,291 26,177 77,333
Cash Funds - Educator Licensure Cash Fund 11,974 5,101 5,497 6,651
Cash Funds Exempt - transfer from Special Educ. 45,050 19,190 20,680 70,682
Payment to Risk Management and Property Funds 61,762 60,940 83,004 110,607
General Fund 33,472 27,738 38,193 49,324
Cash Funds 2,541 2,398 3,787 4,917
Cash Funds Exempt 0 6,321 7,856 12,813
Federal Funds 25,749 24,483 33,168 43,553
Capitol Complex Leased Space 465,148 430,898 485,083 509,052
General Fund 133,564 81,794 95,139 117,500
Cash Funds 31,422 29,648 38,699 42,630
Cash Funds Exempt 0 51,764 62,455 71,205
Federal Funds 300,162 267,692 288,790 277,717
Information Technology Asset Maintenance - (GF) 90,697 90,697 90,697 90,697
Disaster Recovery - (GF) 19,722 18,869 19,722 19,722
Colorado Student Assessment Program 18,102,415 24,765,334 21,771,340 21,771,340
FTE 5.1 3.8 6.0 6.0
General Fund 13,219,245 15,765,353 15,709,849 15,709,849
Federal Funds 4,883,170 8,999,981 6,061,491 6,061,491
FTE 5.1 3.8 6.0 6.0
Federal Grant for State Assessments and Related
Activities - (FF) 510,037 634,106 601,154 601,154
FTE 5.6 57 7.0 7.0
School Accountability Reports and State Data
Reporting System - (GF) 2,223,417 1,503,002 1,308,453 1,308,453
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Fiscal Year 2007-08 Joint Budget Committee Staff Budget Briefing

Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
FTE 29 29 3.0 3.0
Longitudinal Analyses of Student Assessment Results
(GF) 118,159 144,837 277,124 277,124
FTE 17 18 3.0 3.0
Calculation of Academic Growth of Students Using
In-year Cost Recoveries Due to Unique Student
Identifiers [ Section 22-54-114 (2.5), C.R.S] -- Up to $200,000; Up to $200,000;
shown for informational purposes only 59,828 0 not appropriated not appropriated
State Charter School Institute - (CFE - donations,
transfer, and federal funds) 85,181 281,508 ¢ See next line item
FTE 0.4 22
State Charter School Institute Administration,
Oversight, and Management - (CFE - donations and
transfer from State Share line item) n/a n/a 765,125 765,125
FTE 6.5 5.0
Institute Charter Schools' Categorical Funding - (CFE
- transfers from various line items) n/a n/a 450,000 450,000
Direct Administrative and Support Services Provided
by the Department to the State Charter School
Institute - (CFE - transfer from above line item) n/a n/a 255,042 255,042
FTE 20 20
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Fiscal Year 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Department mplementation of Section 22-30.5-501
et seq., C.R.S. - (CFE - transfer from State Share
lineitem) n/a n/a 510,084 510,084
FTE 30 3.0
Financia Literacy - (CFE - SEF) 1,335 39,114 40,000 40,000
Civic Education - (CFE - SEF) n/a 135,748 200,000 200,000
Request v.
Appropriation
SUBTOTAL - MANAGEMENT AND
ADMINISTRATION 32,708,065 39,560,418 38,406,216 39,705,114 3.4%
FTE 106.2 1104 1305 128.9 -1.2%
General Fund 21,094,683 23,063,768 24,317,569 24,911,775 2.4%
FTE 52.9 54.4 71.0 71.0 0.0%
Cash Funds 2,561,248 2,628,892 1,955,679 2,071,927 5.9%
FTE 18.1 20.0 20.5 204 -0.5%
Cash Funds Exempt 2,410,673 2,944,400 3,967,017 4,158,242 4.8%
FTE 245 26.5 26.0 245 -5.8%
Federal Funds 6,641,461 10,923,358 8,165,951 8,563,170 4.9%
FTE 10.7 9.5 13.0 13.0 0.0%

al This consolidated line item provides funding for the majority of state-funded staff, who are responsible for supporting
the State Board of Education, administering a variety of library and education-related programs, as well as general
department administration. This lineitem also provides funding for several centrally appropriated items, including the
purchase of legal services, short-term disability, multi-use network payments, and the purchase of services from the
general government computer center.

b/ This appropriation excludes $25,245 General Fund and 0.3 FTE that was appropriated through H.B. 06-1283 and
reflected in the FY 2006-07 Appropriations Report. This bill was contingent on the passage of Referendum J, which was
not approved by votersin November 2006.

¢/ This consolidated line item provides funding for staff who are responsible for administering educator licensure
programs and for related expenditures, including the purchase of legal services.
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Fiscal Year 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08

Actual Actual Appropriation OSPB Request

Change
Requests

d/ Thisamount was erroneously included in the "Salary Survey and Senior Executive Service" lineitem in the
Department's budget request.

e/ Staff hasincluded both $103,380 and 0.6 FTE (the amount reflected in the Department's budget request as actual
expenditures for thislineitem), as well as $178,127 in administrative expenditures and 1.6 FTE that were recorded for an
off-budget appropriation. It is staff's understanding that the latter amount was covered with one or more federal grants
received by the Institute.
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Fiscal Year 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Education
FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests

(2) ASSISTANCE TO PUBLIC SCHOOLS

This section provides funding that is distributed to public schools and school districts, as well as some associated
Department administrative costs (staff responsible for administering the School Finance Act, transportation programs,
programs for gifted and talented children, and various state grant programs are funded through the General Department
and Program Administration line item, above).

(A) Public School Finance

Funded Pupil Count (FTE) 729,377.2 741,327.7 750,306.8 & 758,599.7 DI #1
Percent Change 0.9% 1.6% 1.2% 1.1%

Denver-Boulder Inflation Rate (prior CY) 1.1% 0.1% 2.1% 3.5%

Statewide BASE Per Pupil Funding $ 4,666.29 $ 4,717.62 $ 4,863.87 $ 5,082.74 DI #1
Percent Change 2.1% 1.1% 3.1% 4.5%

MINIMUM Per Pupil Funding $ 5,627.00 $ 5,689.00 $ 5,865.00 $ 6,128.93
Percent Change 2.1% 1.1% 3.1% 4.5%

Statewide AVERAGE Per Pupil Funding $ 6,073.85 $ 6,167.54 $ 6,375.68 $ 6,661.59 DI #1
Percent Change 2.2% 1.5% 3.4% 4.5%

Total Program 4,430,126,525 4,572,169,688 4,783,715,116 5,053,479,936 DI #1
Percent Change 3.1% 3.2% 4.6% 5.6%

Local Share of Districts Total Program Funding b/ 1,688,649,273 1,702,467,578 1,744,552,387 1,823,884,318
Percent Change 0.9% 0.8% 2.5% 4.5%
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Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
State Share of Districts Total Program Funding
c/ 2,741,548,395 2,869,820,038 3,039,162,729 3,229,595,618 DI #1
General Fund 2,340,425,737 2,217,920,440 2,391,809,898 2,780,362,394
Genera Fund Exempt n/a 261,400,000 256,100,000 Not specified
Cash Funds - State Public School Fund 11,500,000 9,491,876 9,527,356 9,491,876
Cash Funds Exempt - State Education Fund 313,438,356 299,918,887 308,628,360 294,741,348
Cash Funds Exempt - State Public School Fund 76,184,302 81,088,835 73,097,115 145,000,000
Additional State Aid Related to Locally
Negotiated Business I ncentive Agreements - (GF)
d/ 2,192,812 1,140,015 1,140,015 1,140,015
Appropriation to State Education Fund - (GF) 0 3,551,904 0 0
Request v.
Appropriation
Subtotal - Public School Finance 2,743,741,207 2,874,511,957 3,040,302,744 3,230,735,633 6.3%
General Fund 2,342,618,549 2,222,612,359 2,392,949,913 2,781,502,409 5.0% (GF+GFE)
Genera Fund Exempt n/a 261,400,000 256,100,000 Not specified
Cash Funds - State Public School Fund 11,500,000 9,491,876 9,527,356 9,491,876 -0.4%
Cash Funds Exempt 389,622,658 381,007,722 381,725,475 439,741,348 15.2%
Change in Sate Share 4.5% 4.6% 5.9% 6.3%
Change in General Fund Portion of State Share 4.3% 6.0% 6.6% 5.0%
Sate Aid as Percent of Districts Total Program
Funding 61.9% 62.9% 63.6% 63.9%

al The FY 2006-07 funded pupil count includes 7,180.0 FTE for the 14,360 ¥2-day slots authorized for the Colorado

Preschool and Kindergarten Program.

b/ These amounts have not been reduced by the amount of revenues that are not collected by districts pursuant to

business incentive agreements.

¢/ Actual expenditures for FY 2004-05 and FY 2005-06 include amounts that the Department is statutorily authorized to use
"off-the-top" to pay related expenditures, including payments to Legislative Council staff to conduct the biennial cost-of-living
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Department of Education

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
study and funding used to cover expenses associated with the administration of the school finance program.
d/ Actua expenditures reflect the actual amounts paid to school districts related to these agreements. In FY 2005-06, the
appropriation was $741,125 short of funding the full amount districts were eligible to receive. The FY 2006-07 appropriation
is anticipated to cover 55 percent of the amount districts are eligible to receive, ashortfall of $914,521.
(B) Categorical Programs
() District Programs Required by Statute
Specia Education - Children with Disabilities 219,585,359 236,476,642 268,564,686 272,623,052
FTE 56.0 586 54.9 54.9
General Fund 71,549,386 93,852,376 99,572,376 99,572,376
Cash Funds Exempt - State Education Fund 15,061,678 16,380,950 16,380,950 20,439,316 DI #2
Cash Funds Exempt - transfer from DHS 97,414 0 98,000 98,000
FTE 05 0.0 0.5 05
Federal Funds 132,876,881 126,243,316 152,513,360 152,513,360
FTE 55.5 58.6 54.4 54.4
Sate Funding Portion of Appropriation 86,611,064 110,233,326 115,953,326 120,011,692
Annual Change in State Funding 3.0% 27.3% 5.2% 3.5%
English Language Proficiency Program 9,490,681 13,887,352 17,410,769 17,656,085
FTE 47 4.5 4.6 4.6
Genera Fund 3,101,598 3,101,598 4,657,644 4,657,644
Cash Funds Exempt - State Education Fund 665,032 941,957 1,475,253 1,720,569 DI #2
Cash Funds Exempt - transfer from DHS 252,037 0 0 0
FTE 10 0.0 0.0 0.0
Federal Funds 5,472,014 9,843,797 11,277,872 11,277,872
FTE 37 45 4.6 4.6
Sate Funding Portion of Appropriation 3,766,630 4,043,555 6,132,897 6,378,213
Annual Change in State Funding 3.0% 7.4% 62.8% 4.0%
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
(I1) Other Categorical Programs
Federal Special Education Grant for Infants,
Toddlers, and Their Families - FF 6,097,533 7,142,158 Appropriated to the Department of Human Services
FTE 6.0 54
Public School Transportation 41,417,427 41,604,620 42,940,625 45,609,290
General Fund 36,921,261 36,917,714 38,079,601 38,079,601
Cash Funds Exempt - State Education Fund 4,496,166 4,686,906 4,861,024 7,529,689 DI #2
Annual Change in Sate Funding 1.1% 0.5% 3.7% 6.2%
Transfer to the Department of Higher Education for
Distribution of State Assistance for VVocational
Education 19,959,556 19,996,048 20,635,922 21,874,077
General Fund 17,792,850 17,792,850 18,349,048 18,349,048
Cash Funds Exempt - State Education Fund 2,166,706 2,203,198 2,286,874 3,525,029 DI #2
Annual Change in Sate Funding 1.1% 0.2% 3.4% 6.0%
Specia Education - Gifted and Talented Children 6,255,768 7,808,508 7,808,744 8,277,269
General Fund 5,497,024 7,049,764 7,050,000 7,050,000
Cash Funds Exempt - State Education Fund 758,744 758,744 758,744 1,227,269 DI #2
Annual Change in Sate Funding 1.1% 24.8% 24.8% 6.0%
Expelled and At-risk Student Services Grant Program 6,285,171 6,285,160 6,285,171 6,717,786
FTE 0.0 0.0 0.0 1.0 DI #3
General Fund 5,788,807 5,788,807 5,788,807 5,844,312 DI #3
FTE 0.0 0.0 0.0 1.0
Cash Funds Exempt - State Education Fund 496,364 496,353 496,364 873,474 DI #2
Annual Change in Sate Funding 1.1% 0.0% 0.0% 6.9%
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Small Attendance Center Aid 843,780 889,541 890,777 890,777
General Fund 787,644 833,405 834,479 834,479
Cash Funds Exempt - State Education Fund 56,136 56,136 56,298 56,298
Annual Change in Sate Funding 4.4% 5.4% 5.6% 0.0%
Comprehensive Health Education 595,679 600,000 600,000 600,000
General Fund 300,000 0 300,000 300,000
Cash Funds Exempt - Compr. Health Educ. Fund 295,679 600,000 300,000 300,000
Annual Change in Sate Funding -0.5% 0.7% 0.7% 0.0%
Minimum Inflationary Increase for Categorical $9,056,137
Programs Required by Section 17 of Article IX of the included in above
State Constitution line items
Request v.
Appropriation
Subtotal - Categorical Programs 310,530,954 327,547,871 365,136,694 374,248,336 2.5%
FTE 65.2 63.1 59.0 605 25%
Genera Fund 141,738,570 165,336,514 174,631,955 174,687,460 0.0%
FTE 0.0 0.0 0.0 1.0 0.0%
Cash Funds Exempt 24,345,956 26,124,244 26,713,507 35,769,644 33.9%
FTE 15 0.0 0.5 0.5 0.0%
Federal Funds 144,446,428 136,087,113 163,791,232 163,791,232 0.0%
FTE 65.2 63.1 59.0 59.0 0.0%
Sate Funding for Categorical Programs 165,735,075 191,460,758 201,247,462 210,359,104
Annual Change in State Funding 2.1% 15.5% 5.1% 4.5%
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
(C) Grant Programs and Other Distributions
Read-to-Achieve Cash Fund 16,331,727 15,922,311 0 n/a
General Fund 0 0 0
Cash Funds Exempt - tobacco settlement 16,331,727 15,922,311 0
Federal Funds 0 0 0
Read-to-Achieve Grant Program - (CFE spending
authority) 16,289,727 15,914,274 4,369,567 4,369,567
Reading Assistance Grant Program Fund - (CFE from
Read-to-Achieve Cash Fund) n/a n/a 300,000 0
Federal Title | Reading First Grant - (FF) 8,011,373 15,659,030 10,878,225 10,878,225
FTE 95 9.6 9.0 9.0
Family Literacy Education Fund - (CFE - State
Education Fund) n/a n/a 200,000 200,000
Family Literacy Education Grant Program - (CFE -
spending authority) n/a n/a 200,000 200,000
National Credential Fund - (SEF) 0 83,000 0 n/a
National Credential Fee Assistance - (CFE - spending
authority thru FY 05-06; SEF for FY 06-07+) 0 83,000 100,000 83,000
Principal Development Scholarship Program - (CFE -
Principal Development Scholarship Fund) n/a n/a 250,000 250,000
Summer School Grant Program - (CFE - State
Education Fund) n/a n/a 1,000,000 1,000,000
FTE 0.3 0.3
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Facility Summer School Grant Program - (CFE -
State Education Fund) n/a n/a 500,000 500,000
Aid for Declining Enrollment Districts with New
Charter Schools na n/a 1,283,377 1,283,377
Genera Fund 283,377 283,377
Cash Funds Exempt - State Education Fund 1,000,000 1,000,000
Reimbursement for Supplemental On-line Education
Courses - (CFE - SPSF - mineral lease revenues) n/a n/a 531,580 0
S.B. 97-101 Public School Health Services & - (CFE -
transfer from the DHCPF) 8,585,976 b/ 9,967,122 b/ 15,713,461 b/ 15,713,461
FTE 14 14 14 14
State Public School Fund, Contingency Reserve 0 622,493 4,291,277 4,291,277
Genera Fund 0 0 0 0
Cash Funds Exempt - Contingency Reserve 0 622,493 4,291,277 4,291,277
Payments to Districts From Lottery Proceeds that
are credited to the Sate Public School Fund,
Contingency Reserve, Pursuant to Section 22-54-117
(1.6), CRS SHOWN FOR INFORMATIONAL
PURPOSESONLY - NOT APPROPRIATED 2,396,438 c/ 1,691,454 ¢/ 12,545,316 ¢/ 0
State Public School Fund, School Capital
Construction Expenditures Reserve 5,000,000 21,500,000 15,000,000 15,000,000
FTE 16 20 20 20
General Fund 0 5,750,000 7,500,000 7,500,000
Cash Funds Exempt - State Education Fund 2,500,000 5,000,000 0 0
Cash Funds Exempt - spending authority d/ 2,500,000 10,750,000 7,500,000 7,500,000
FTE 16 2.0 20 20
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
School Construction and Renovation Fund 5,000,000 38,500,000 15,437,602 15,000,000
General Fund 0 19,250,000 7,500,000 7,500,000
Cash Funds Exempt - State Education Fund 2,500,000 0 0 0
Cash Funds Exempt - spending authority 2,500,000 19,250,000 7,937,602 7,500,000
Charter School Capital Construction - (CFE - SEF) 5,000,000 5,000,000 7,800,000 7,800,000
State Match for School Lunch Program - (SPSF) 2,472,644 2,472,644 2,472,644 2,472,644
Cash Funds - rental income 0 2,472,644 2,472,644 2,472,644
Cash Funds Exempt - reserve 2,472,644 0 0 0
School Breskfast Program - (GF) 0 310,000 500,000 500,000
Boards of Cooperative Services - (GF) 0 0 210,000 210,000
Colorado History Day - (CFE - SEF) 10,000 10,000 10,000 10,000
Request v.
Appropriation
Subtotal - Grant Programs and Other 66,701,447 126,043,874 81,047,733 79,761,551 -1.6%
FTE 125 13.0 12.7 12.7 0.0%
General Fund 0 25,310,000 15,993,377 15,993,377 0.0%
Cash Funds 0 2,472,644 2,472,644 2,472,644 0.0%
Cash Funds Exempt 58,690,074 82,602,200 51,703,487 50,417,305 -2.5%
FTE 3.0 34 37 37 0.0%
Federal Funds 8,011,373 15,659,030 10,878,225 10,878,225 0.0%
FTE 9.5 9.6 9.0 9.0 0.0%

al Medicaid cash funds are classified as cash funds exempt for the purpose of complying with Article X, Section 20 of the
State Constitution. Generally, these moneys are transferred from the Department of Health Care Policy and Financing,
where about half of the dollars are appropriated as General Fund. However, pursuant to Section 26-4-531, C.R.S., school
districts may elect to contract with the Department of Health Care Policy and Financing to receive federal Medicaid
funds for amounts the districts spend in providing health care services through the public schools to students who are
eligible for Medicaid benefits. Thus, in lieu of state General Fund, school districts' funds are used to match federal
Medicaid funds; thelocal matchis NOT reflected in the appropriation to the Department of Education.
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
b/ The Department reports administrative expenses of $119,668 and $147,488 for FY 2004-05 and FY 2005-06,
respectively. The FY 2006-07 appropriation includes $184,520 for related administrative expenses.
¢/ Atthetimethe FY 2004-05, FY 2005-06, and FY 2006-07 appropriations for this line item were determined, it was not
anticipated that lottery proceeds would be sufficient to allow for a portion to be used for school capital construction.
However, spillover funds became available in each of these fiscal years. Pursuant to Section 22-54-117 (1.6), C.R.S,,
these moneys are required to be used to provide supplemental assistance to districts for capital construction projects
that address immediate safety hazards or health concerns. The State Board of Education approves projects to receive
these funds.
d/ The Department reports administrative expenses of $117,286 and $147,488 for FY 2004-05 and FY 2005-06,
respectively. The FY 2006-07 appropriation includes $158,043 for related administrative expenses.
Request v.
Appropriation
(D) Appropriated Sponsored Programs 285,464,252 297,551,581 308,854,029 317,393,174 2.8%
FTE 97.3 9.8 1016 105.7 4.0%
Cash Funds 520,272 435,247 575,000 810,000 40.9%
FTE 0.0 0.0 0.0 0.0 0.0%
Cash Funds Exempt- various 3,313,399 3,043,971 3,074,648 3,015,648 -1.9%
FTE 6.2 4.4 6.3 6.0 -4.8%
Federal Funds 281,630,581 294,072,363 305,204,381 313,567,526 2.7%
FTE 91.1 94.4 95.3 99.7 4.6%
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Request v.
Appropriation
SUBTOTAL - ASSISTANCE TO PUBLIC
SCHOOLS 3,406,437,951 3,625,655,283 3,795,341,200 4,002,138,694 5.4%
FTE 176.5 174.9 173.8 178.9 2.9%
General Fund 2,484,357,119 2,413,258,873 2,583,575,245 2,972,183,246 4.7% (GF+GFE)
FTE 0.0 0.0 0.0 1.0 100.0%
General Fund Exempt n/a 261,400,000 256,100,000 Not specified
Cash Funds 12,020,272 12,399,767 12,575,000 12,774,520 1.6%
FTE 0.0 0.0 0.0 0.0 0.0%
Cash Funds Exempt 475,972,087 492,778,137 463,217,117 528,943,945 14.2%
FTE 10.7 7.8 105 10.2 -2.9%
Federal Funds 434,088,382 445,818,506 479,873,838 488,236,983 1.7%
FTE 165.8 167.1 163.3 167.7 2.7%
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
(3) LIBRARY PROGRAMS
This section provides funding for various library-related programs, excluding funding for most library programs staff, who
are funded in the Management and Administration section.
Colorado Library Consortium - (GF) 600,000 600,000 1,000,000 1,000,000
Colorado Virtual Library 359,796 379,796 379,796 379,796
General Fund 359,796 359,796 359,796 359,796
Cash Funds Exempt - donations 0 20,000 20,000 20,000
Colorado Talking Book Library, Building
Maintenance and Utilities Expenses - (GF) 0 0 61,023 61,023
Reading Services for the Blind - (CFE) 93,800 190,000 200,000 200,000
Request v.
Appropriation
SUBTOTAL - LIBRARY PROGRAMS 1,053,596 1,169,796 1,640,819 1,640,819 0.0%
General Fund 959,796 959,796 1,420,819 1,420,819 0.0%
Cash Funds Exempt 93,800 210,000 220,000 220,000 0.0%
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
(4) SCHOOL FOR THE DEAF AND THE BLIND
This section provides operational funding for the Colorado School for the Deaf and the Blind, which provides
educational services for hearing impaired/deaf and visually impaired/blind children. Cash funds consist of fees paid by
individuals for workshops and conferences and housing reimbursements. Cash funds exempt sources include transfers
from the Public School Finance, Categorical Programs, and Appropriated Sponsored Programs sections (above), as
well as federal funds transferred from local school districts.
(A) School Operations
Personal Services 8,420,645 8,651,977 8,266,658 8,545,049
FTE 144.8 145.3 141.3 141.3
Genera Fund 7,195,147 7,417,097 6,987,248 7,265,639
FTE 123.7 124.6 119.6 119.6
Cash Funds Exempt - transfers 1,225,498 1,234,880 1,279,410 1,279,410
FTE 211 20.7 21.7 21.7
Early Intervention Services Included in other line items 1,253,716 1,270,750
FTE 100 100
General Fund 1,100,108 1,117,142
FTE 8.7 9.2
Cash Funds Exempt - transfers 153,608 153,608
FTE 13 0.8
Shift Differential See Management & 72,318 75,627 82,257
General Fund Administration 72,318 75,627 79,386
Cash Funds Exempt - transfers 0 0 2,871
Operating Expenses - (GF) 393,520 396,178 400,077 400,077
See Management & Statewide DI:
Vehicle Lease Payments - (GF) Administration 24,818 45,060 46,349 Vehicle replacement
Communication Services Payments - (GF) 2,341 3,083 3,282 3,282
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Utilities - (GF) 430,683 510,705 577,718 577,718
Allocation of State and Federal Categorical Program
Funding - (CFE transfers) 150,969 141,866 150,000 145,000
FTE 0.4 0.3 04 04
Medicaid Reimbursements for Public School Health
Services - (CFE transfers) 63,693 67,251 75,000 85,000
FTE 1.1 1.2 15 15
Request v.
Appropriation
Subtotal - School Operations 9,461,851 9,868,196 10,847,138 11,155,482 2.8%
FTE 146.3 146.8 153.2 153.2 0.0%
General Fund 8,021,691 8,424,199 9,189,120 9,489,593 3.3%
FTE 123.7 124.6 128.3 128.8 0.4%
Cash Funds Exempt - transfers 1,440,160 1,443,997 1,658,018 1,665,889 0.5%
FTE 22.6 222 24.9 244 -2.0%
(B) Special Purpose
Fees and Conferences - (CF) 62,181 56,508 75,000 75,000
Federal Funds Transferred from School Districts -
(CFE) 235,306 298,634 269,000 269,000
FTE 2.8 2.7 2.8 2.8
Tuition from Out-of -state Students 45,428 94,504 0 97,338
Cash Funds - fees paid with state funds 0 0 0 0
Cash Funds Exempt - fees paid viafederal funds 45,428 94,504 0 97,338
Summer Olympics Housing - (CF) 8,918 3,247 10,000 10,000
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation OSPB Request Requests
Grants - (CFE) 1,174,234 1,191,142 1,246,392 1,250,000
FTE 74 9.5 59 9.0
Request v.
Appropriation
Subtotal - Special Purpose 1,526,067 1,644,035 1,600,392 1,701,338 6.3%
FTE 10.2 122 8.7 118 35.6%
Cash Funds 71,099 59,755 85,000 85,000 0.0%
Cash Funds Exempt 1,454,968 1,584,280 1,515,392 1,616,338 6.7%
FTE 10.2 12.2 8.7 11.8 35.6%
Request v.
Appropriation
SUBTOTAL - SCHOOL FOR THE DEAF AND
THE BLIND 10,987,918 11,512,231 12,447,530 12,856,820 3.3%
FTE 156.5 159.0 161.9 165.0 1.9%
General Fund 8,021,691 8,424,199 9,189,120 9,489,593 3.3%
FTE 1237 124.6 128.3 128.8 0.4%
Cash Funds - various 71,099 59,755 85,000 85,000 0.0%
Cash Funds Exempt 2,895,128 3,028,277 3,173,410 3,282,227 3.4%
FTE 32.8 34.4 33.6 36.2 7.7%
Request v.
Appropriation
TOTAL - DEPARTMENT 3,451,187,439 3,677,897,728 3,847,835,765 4,056,341,447 5.4%
FTE 439.2 4443 466.2 472.8 1.4%
General Fund 2,514,433,289 2,445,706,636 2,618,502,753 3,008,005,433 4.6% (GF+GFE)
FTE 176.6 179.0 199.3 200.8 0.8%
General Fund Exempt n/a 261,400,000 256,100,000 Not specified
Cash Funds 14,652,619 15,088,414 14,615,679 14,931,447 2.2%
FTE 18.1 20.0 20.5 20.4 -0.5%
Cash Funds Exempt 481,371,688 498,960,814 470,577,544 536,604,414 14.0%
FTE 68.0 68.7 70.1 70.9 1.1%
Federal Funds 440,729,843 456,741,864 488,039,789 496,800,153 1.8%
FTE 176.5 176.6 176.3 180.7 2.5%

NOTE: Inthe "Change Requests' column, "DI" refersto the priority of adecision item request.
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DEPARTMENT OF EDUCATION

FY 2006-07 LONG BiLL FOOTNOTE UPDATE

2 All Departments, Totals-- The General Assembly requeststhat copies of all reportsrequested
in other footnotes contained in this act be delivered to the Joint Budget Committee and the
majority and minority leadership in each house of the General Assembly. Until suchtimeasthe
Secretary of State publishes the code of Colorado regulations and the Colorado register in
electronic form pursuant to section 24-4-103 (11) (b), C.R.S., each principal department of the
state is requested to produce its rules in an electronic format that is suitable for public access
through electronic means. Such rules in such format should be submitted to the Office of
Legislative Legal Services for publishing on the Internet. Alternatively, the Office of
Legidlative Legal Services may provide links on its internet web site to such rules. It isthe
intent of the General Assembly that this be done within existing resources.

Comment:

Copies of Reports. The only footnote included in the FY 2006-07 Long Bill that requests a
"report” is#11, concerning early intervention services for deaf and hard-of-hearing children.
Copies of this report were delivered to the six members of leadership as requested. The FY
2006-07 Long Bill includesfour footnotes that ask the Department to provide "information™ to
the Joint Budget Committee, including: #3 (FTE supported by federal grants or private
donations), #7 (Colorado Preschool and Kindergarten Program), #8 (categorical programs), and
#9 (grant funding for boards of cooperative services). The Department's FY 2007-08 budget
request did not include responses to any of these footnotes. However, prior to November 1,
Department staff provided Joint Budget Committee staff with information electronically related
to footnote #7. Subsequent to November 1, Department staff have provided at least partia
information related to footnotes #3, #8, and #9. Department staff have indicated that they plan
to provide copies of these reports, once completed in hard copy form, to the six members of
leadership.

Rules Publication. Rules adopted by the State Board of Education and approved by the
Attorney Generd's office are available in electronic format on the State Board of Education
website at the following address:

www.cde.state.co.us/cdeboard/bdcurrent.htm

3 All Departments, Totals — Every Department is requested to submit to the Joint Budget
Committee information on the number of additional federa and cash funds exempt FTE
associated with any federal grants or private donations that are applied for or received during
FY 2006-07. The information should include the number of FTE, the associated costs (such as
workers compensation, health and life benefits, need for additional space, etc.) that are related
totheadditional FTE, thedirect and indirect matching requirements associated with thefedera
grant or donated funds, the duration of the grant, and a brief description of the program and its
goals and objectives.
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Comment: This footnote was vetoed by the Governor on the basis that: (1) it violates the
separation of powersinthat it isattached to federal fundsand private donations, which are not
subject to legislative appropriation; and (2) placing information requirements on such funds
could constitute substantive legislation in the Long Bill. In hisletter to the General Assembly
concerningtheLong Bill, the Gover nor also indicated that thisfootnoteisan unfunded mandate
and that it would require a significant devotion of resources.

Information Included in Budget Request. The Department annually reports actual FTE and
associated expenditures for various federal fund sources in its budget request. With the
assistance of Department staff, staff hasincluded asummary of federal moneysexpended by the
Department in FY 2004-05 and FY 2005-06, as well as estimates of federal moneys that will
be available for FY 2006-07 and FY 2007-08 [see Appendix A].

The Department's budget request includes some descriptive information about federal grantsin
the"Program Crosswalk" section of its budget request. However, information is not provided
for all federal grants, including some significant sources of funding. For example, staff could
not find a narrative description concerning Title | funding, which totaled over $122 millionin
FY 2005-06. In fact, although the table of contents in the budget request references a section
concerning "Appropriated Sponsored Programs® (the line item that reflects the mgjority of
federal funding, including Title I funding), this section (pages 121 and 122) is actually blank.
In addition, astheinformation in this section of the budget request isprovided by organizational
unit, it isdifficult for the reader to quickly access the information about a specific federal grant
even when it isincluded in the request.

Other Available Information. The Department's website doesinclude information about many
of the federal grants at:

www.cde.state.co.us/index_funding.htm

In addition, pursuant to a provision that was included in S.B. 05-200 [Section , 22-2-108 (4)
C.R.S.], the Department isnow required to annually report (by July 1) thefollowinginformation
to the Education Committees:

» theamount of federal funds received in the prior fiscal year;

e an accounting of how such funds were used;

» thefedera laws or regulations that govern the use of federal funds, if any; and
« any flexibility the State Board hasin using the federal funds.

Last year, in response to an inquiry from Joint Budget Committee staff, the Department
provided staff with spreadsheetsdetailing federal financial assistancefor SFY 2003-04 and SFY
2004-05. Thesereports, which are prepared for the federal government, identify the following
information for each federal grant:

» thefedera agency that administers the grant;

» theassociated program, fund, and grant reference numbers,

» accrued revenues and receipts; and

* expenditures, divided into three categories: direct, indirect, and pass-through.
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Thus, this report only provided one of the four types of information required by statute. Staff
is not aware of any information provided by the Department July 1, 2006, as required by this
provision.

Please note that the timing of this statutory requirement is somewhat awkward. Staff
recommends that the General Assembly consider amending this provision to delay the
reporting date from July 1 to September 1. This would alow the Department to submit
information for the most recent state fiscal year, thereby providing more recent and relevant
information to the General Assembly.

6 Department of Education, Assistance to Public Schools, Public School Finance, State
Shareof Districts Total Program Funding -- The minimum state aid for fiscal year 2006-07
is established at $110.86 per student.

Comment: The Public School Finance Act of 1994 indicatesthat “no district shall receive less
in state aid than an amount established by the genera assembly in the annual general
appropriation act based upon the amount of school lands and mineral lease moneys received
pursuant to the provisions of article 41 of [Title 22] and section 34-63-102 (2), C.R.S,,
multiplied by the district's funded pupil count” [see Section 22-54-106 (1) (b), C.R.S]. No
school districts are anticipated to be affected by this factor in FY 2006-07 or in future fiscal
years.

The minimum per pupil state aid amount identified in this footnote is used by both the
Department of Education and Legislative Council staff in cal cul ating the amount of stateaid for
which each district is eligible based upon annual public school finance legislation. Asin past
years, the minimum per pupil state aid [which is different than minimum per pupil funding
referenced in Section 22-54-104 (2) (a), C.R.S] for FY 2006-07 was calculated based on
projections, as follows:

Interest earned on the Public School Fund $19,000,000
Rental income earned on state public school lands 12,000,000
Minera lease moneys allocated to State Public School Fund 52,071,000
Total estimated revenues $83,071,000
Divided by: Projected statewide funded pupil count (Long Bill) 749,327.8
Minimum per pupil state aid $110.86

The Committee should be aware of two issues. First, staff has historically included rental
income that is earned on state public school lands in the above calculation for a number of
years. Staff notesthat the statutory provision concerning minimum per pupil state aid does not
referencethe statutory section that allocates (up to $12 millionin) rental income earned on state
public school lands to the State Public Income Fund [Section 36-1-116, C.R.S.]. However,
given that the above statutory provision references "school lands and mineral lease moneys",
staff assumes that it is appropriate to continue to include the rental income earned on state
public school lands that is available for appropriation.
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Second, the statutory provision indicates that this amount should be "based upon the amount
of school landsand mineral lease moneysreceived”. For anumber of yearsthiscalculation has
been based on projections of revenues. Further, since caps were placed on the General
Assembly's ability to appropriate two of these revenue sources, staff has utilized the capped
amounts (i.e., $19 million in interest earnings and $12 million in rental income) for purposes
of this calculation. However, it is unclear whether this methodology is consistent with the
legidative intent. Staff recommendsthat the General Assembly consider modifying this
provision to clarify itsintent.

7 Department of Education, Assistance to Public Schools, Public School Finance, State
Shareof Districts Total Program Funding -- The Department isrequested to provideto the
Joint Budget Committee, on or before November 1, 2006, i nformation concerning the Colorado
preschool program. The information provided is requested to include the following for fiscal
year 2005-06: (a) data reflecting the ratio of the total funded pupil count for the preschool
program to the total funded pupil count for kindergarten; (b) data indicating the number of
three-year-old children that participated in the preschool program; (c) data indicating the
number of children that participated in the preschool program for afull-day rather than a half-
day; (d) data indicating the number of preschool program FTE used to provide a full-day
kindergarten component; and (e) the state and local shares of total program funding that is
attributable to the preschool program.

Comment: This footnote was vetoed by the Governor on the basis that: (1) it violates the
separation of powers by attempting to administer the appropriation; and, (2) it constitutes
substantive legislation. The Governor indicated, however, that he would instruct the
Department to comply to the extent feasible.

Theinformation that was provided to staff by the Department electronically prior to November
1 issummarized below.

District Participation. The purpose of the Colorado Preschool and Kindergarten Program
(CPKP) isto servethree-, four-, and five-year-old children who lack overall learning readiness
due to significant family risk factors, who are in need of language development, or who are
neglected or dependent children. School district participation in the program is voluntary.
Participating districts are required to provide preschool classes four half-days each week
throughout the school year, with the remaining half-day being used for home visits, teacher
training, etc.

Thenumber of school districts participating in CPP hasincreased from 32in FY 1988-89t0 161
(of 178) in FY 2005-06. The Department indicates that an additional nine districts are
participating in FY 2006-07. Most districts that are not currently participating in CPKP are
small, rural districts. However, two non-participating districts have funded pupil countsin
excess of 1,000: El Paso - Cheyenne Mountain (with afunded pupil count of 4,511) and El
Paso - Manitou Springs (1,307).

Allocation of Sots. The number of state-funded half-day preschool program "dlots" islimited
in statute. Since the program began operating in January 1989, its target population has been
expanded and the maximum number of children that may be served has increased from 2,000
to 14,360 for FY 2006-07. Most recently, the General Assembly increased the number of
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funded CPKP slotsfrom 12,360 to 14,360, and increased the number of slots that may be used
for full-day kindergarten from 1,500 to 2,154. In recent years, the Department has greatly
improved the equity of the alocation of slots among districts. When alocating the 2,000 new
slotsfor FY 2006-07, the Department gave priority to those districts not yet participating in the
program. In addition, the Department considered anumber of other factorsin determining the
allocation, including:

e the district's need, demographics and population served (e.g., the number of children
eligible for the federa free or reduced lunch program, the number of children whose
dominant language is not English, whether the district is making "adequate yearly
progress’, the percentage of district elementary schoolswith an overall academic rating of
"low" or "unsatisfactory”, and the percentage of district elementary schools with an
academic improvement rating of "declining" or "significantly declining");

* thedistrict's ability to collaborate within the community in providing CPKP services;

* the district's plan for implementing the program and its compliance with statutory
mandates, and

e thedistrict’s ability to evaluate and assess the effectiveness of their program.

The Department provided information comparing each districts funded pupil count for CPKP
toitsfunded pupil count for public school kindergarten programs. In addition, the Department
provided a similar comparison using the total kindergarten population (including both public
and non-public schools). For FY 2005-06, participating districts received funding to serve a
total of 12,360 pupils (including both preschool and full-day kindergarten slots). For
comparison purposes, the number of pupils in public kindergarten programs statewide was
59,278. Thus, on a statewide basis, the number of CPKP slots authorized for FY 2005-06
represented 20.9 percent of the total number of public school kindergarten students (and 19.2
percent of the total kindergarten population).

For purposes of putting this ratio in perspective, please note that the proportion of the funded
pupil count considered "at-risk" in FY 2005-06 (based on the School Finance Act formula,
which counts the number of children eligible for the federal free lunch program or whose
dominant language is not English) was 31.0 percent. If every district had received CPKP slots
in proportion to its at-risk population in public kindergarten programs, atotal of 18,376 CPKP
slotswould have been funded at an estimated cost of about $56.2 million -- anincrease of $18.4
million total funds abovethe $37.8 million actually spent onthe CPKPin FY 2005-06. For FY
2006-07, with the addition of 2,000 CPKP dots, the ratio of CPKP dots to the total
kinder garten population will be about 24 per cent, compar ed to a pr ojected 32 per cent of
childrenwhoareconsidered at-risk. Usingthissame methodol ogy, staff estimatesthat atotal
of 19,187 dlots would need to be funded in FY 2007-08 (an increase of 4,827) to serve 32
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percent of preschool children®. Staff estimatesthat it would require approximately $11 million
state fundsto add 4,827 dotsin FY 2007-08.

Finally, acomparison of each participating district'sfunded pupil count for CPKPto thefunded
pupil count for public school kindergarten programs continues to revea disparity among
districts, withratiosranging from zero percent for those districts not participating to 200 percent
(e.g., Yuma - Liberty received funding for four preschool slots and it had only two children
enrolled in public kindergarten programs). In fact, atotal of 14 districts received anumber of
dlots that equaled or exceeded public kindergarten FTE. However, these 14 districts are
relatively small, with kindergarten enrollments ranging from 2 to 90. A review of larger
districtsrevealslessof adisparity, and the disparitiesappear to correl ate with the number of low
income students served. Specifically, of the 17 districts with more than 1,000 pupilsin public
kindergarten programs, this percentage ranged from 1.2 percent (Douglas) to 42.6 percent
(Pueblo - Pueblo City); in FY 2005-06, the percent of "at-risk" pupils for purposes of the
School Finance Act was 3.1 percent in Douglas and 59.3 percent in Pueblo - Pueblo City.

Participation of Three-Year-Old Children. Since FY 2002-03, all districts have been allowed
to serve dligible three-year-old children through CPKP as long as the child lacks overall
learning readiness that is attributable to at least three significant family risk factors. In FY
2005-06, 44 percent (71 of 162) of participating school districts chose to use CPKP slots to
serve three-year-old children. These districts used CPKP dotsto serve atotal of 1,468 three-
year-old children (13.5 percent of CPKP slots for preschool age children). In addition, three
districts (Denver, Fremont - Canon City, and Fremont - Florence) served children younger than
age three under a pilot waiver. The percent of CPKP dots that these districts used to serve
children younger than age four ranged from 1.5 percent (Adams - Northglenn) to 100 percent
(Las Animas - Aguilar). The Department has previously noted that many districts use CPKP
dlots for three-year-old children who are English language learners, because they have found
that two full years of quality early education allows these children to be ready for kindergarten
by age five.

Number of Children Allowed to Use Two Sots. Districts may apply to the Department to use
two CPKP dlots to provide an eligible child with a full-day, rather than half-day, preschool
program. The Department isrequired to limit the total number of CPKP slots that can be used
for this purposeto five percent of thetotal, or 718 for FY 2006-07. The Department provided
alist of districts that used slots for this purpose in FY 2005-06. A total of 17 school districts
used 554 CPKP dots to serve children through a full-day program. The percent of CPP slots
that these districts used to provide full-day preschool ranged from 1.5 percent (Mesa - Mesa
Valley) to 41.5 percent (La Plata - Durango). The Department has previously noted that
districts generally use two slots to serve one child under two circumstances: (a) to serve the
needs of parentsliving in aresort area; and (b) to pay the market rate for a dot that has been
contracted out.

® House Bill 06-1375 included a provision indicating that, "The general assembly intends to fully
fund the state preschool and kindergarten program by increasing the number of children who may be
served through the program over the 2006-07, 2007-08, and 2008-09 budget years." [see Section 22-28-
102 (2), C.R.S.]. Thisprovision does not define "fully fund”, however.
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Allocation of Sots for Full-day Kindergarten. Districts may apply to the Department to use
CPKP dots to provide full-day kindergarten classes to eligible children. The Department is
required to limit the total number of CPK P dlots that can be used for this purpose to 15 percent
of thetotal, or 2,154 for FY 2006-07. The Department provided alist of the 33 districts that
used CPKP dots to provide full-day kindergarten classesin FY 2005-06.

Sate and Local Funding. The CPKP is funded through the School Finance Act by allowing
districts to count each participating child as a half-day pupil. Thus, the program has always
been financed with both local and state funds; the amount of funding that each district receives
per participant is based on the statutory formula that determines per pupil funding. The
Department provided detail sconcerning the portion of each participating district'stotal program
funding that was earmarked for CPKP in FY 2005-06. Statewide, $37.8 million of districts
total program funding was earmarked for the CPKP (less than one percent), including $23.6
million in state funding.

8 Department of Education, Assistance to Public Schools, Categorical Programs, and
Department of Higher Education, Division of Occupational Education, Colorado
Vocational Act Distributions pursuant to Section 23-8-102, C.R.S. -- The Department of
Education isrequested to work with the Department of Higher Education and to provideto the
Joint Budget Committee information concerning the distribution of state funds available for
each categorical program excluding grant programs. The information for English language
proficiency programs, public school transportation, Colorado V ocational Act distributions, and
small attendance center aid is requested to include the following for FY 2005-06: (a) Thetotal
amount distributed to each entity; and (b) the total amount that each entity would be eligibleto
receive pursuant to state law and/or State Board of Education rule. Theinformation for special
education services -- children with disabilities and specia education services - gifted and
talented childrenisrequested toincludethefollowing information for themost recent fiscal year
for which datais available: (@) The total amount distributed to each entity; and (b) the total
expenditures incurred by each entity.

Comment: This footnote was vetoed by the Governor on the basis that: (1) it violates the
separation of powers by attempting to administer the appropriation; and, (2) it constitutes
substantive legislation. The Governor indicated, however, that he would instruct the
departments to comply to the extent feasible.

Background Information. Section 17 of Article IX of the Colorado Constitution requires the
General Assembly to increase total state funding for all categorical programs annually by at
least the rate of inflation plus one percent for FY 2001-02 through FY 2010-11, and by at least
therateof inflation for subsequent fiscal years. The General Assembly determineson anannual
basishow to allocate therequiredincrease among the various categorical programs. Theannual
Long Bill includes the minimum required increase in state funding for categorical programs.
Thus, the Joint Budget Committee makesarecommendation to the General Assembly each year
concerning the allocation of these funds. Thisfootnote isintended to provide the Committee
with datato inform this decision.

Although the Department's FY 2007-08 budget request did not includeinformation responding
to thisfootnote, Department staff provided datato Joint Budget Committee staff subsequent to
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November 1. Staff believesthat there are at least four factorsto consider when allocating state
funds among categorical programs.

1. Aredistricts statutorily required to provide the services?

2. If the program has a statutory reimbursement formula, how close does state funding come
to the maximum statutory reimbursement?

3. What percent of districts actual expenditures are covered by state and federal funds?

4. Aredistricts expenditures for providing the service proportionate, or are certain districts
impacted significantly more than others?

Staff provides a discussion of each of these factors below.

1. Statutory Requirements. As indicated by the structure of the annua Long Bill
appropriations for categorical programs, there are two categorical programs that districts are
statutorily required to provide:

v Specia Education for Children with Disabilities - Pursuant to the federal Individualswith
Disabilities Education Act and the state Exceptional Children's Educational Act [Article
20 of Title 22, C.R.S.], school districts are required to provide free educational services
to children, agesthreeto 21, who by reason of one or more conditionsare unableto receive
reasonable benefit from ordinary educational services. Federal and state law require
administrative units (usually a district or a board of cooperative services) to provide al
necessary services to children identified as having a disability regardless of the cost or
other district needs and priorities.

v English Language Proficiency Act Programs- Pursuant to thefederal No Child Left Behind
Act [Title Il - English Language Acquisition, Language Enhancement, and Academic
Achievement Act], the federal Civil Rights Act of 1964 [Title VI], and the English
Language Proficiency Act [Article 24 of Title22, C.R.S.], districtsarerequired to identify
and provide programs for students whose dominant language is not English.

While services that are partially funded through the remaining categorical programs are
important to individual students and to districts (i.e., transportation; services for children who
are gifted and talented or at-risk of expulsion; and vocational education and comprehensive
health education services), districts are not statutorily required to provide them.

2. Statutory Reimbur sement Formula. Statefundingisprovided through astatutory formula
for five categorical programs. Thefollowingtable (Tablel) providesacomparison of the state
funding available for each of these programs for FY 2005-06, and the maximum statutory
reimbursement. Based on this comparison, state funding for English Language Proficiency
Programs is the least adequate, covering only 9.0 percent of the statutory maximum.
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TABLE I: Maximum Amount of State Funds Districts Were Statutorily Eligible to Receive for FY 2005-06*

Description of What Determines M aximum

Estimated Portion of
Maximum Covered by

Estimated | ncrease Required to
Fund Statutory Maximum

* Figuresfor Colorado Vocational Act Distributions reflect FY 2004-05 data.
** Theestimated increaserequired to fund the statutory maximumfor special educationfor childrenwith disabilitiesincludes$105,817,195 (assuming
districts received $6,000 per student for 100 percent of the 18,630 students with specified disabilities, rather than for 5.3 percent of these students)

plus $446,119 to cover the maximum reimbursement allowed for "educational orphans’.

funding" the high cost grant program.
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Long Bill Line Item State Funding Existing Funds Amount** Per cent

District Programs Required by Statute:
Specia Education - Children With Driven by the number of children requiring
Disahilities** special education services, characteristics of the

children eligible for such services, and the cost of

such services 51.0% $106,263,314 96.4%
English Language Proficiency Driven by the number of eligible students and
Program statewide average per pupil operating revenue 9.0% 40,712,823 1,006.9%
Other Categorical Programs (with specified statutory reimbur sement levels):
Public School Transportation Driven by total milestraveled and total

transportation-related costs (excluding capital

outlay expenses) 59.2% 29,480,895 69.0%
Colorado Vocational Act Driven by the number of students participating in
Distributions* vocational education programs and the costs of

such services per FTE in relation to each district's

per pupil operating revenues 73.6% 7,145,261 35.8%
Small Attendance Center Aid Driven by the number of eligible schools, such

schools enrollment, and eligible districts' per

pupil funding 100.0% 0 0.0%

$238,188,098 124.4%

Staff has not attempted to estimate the costs of "fully
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3. Percent of Actual Expenditures Covered by State and Federal Funds. The previous
table (Tablel) compared avail abl e state funding to the amount of state funding that districtsare
eligible to recelve pursuant to state statute. However, these statutory formulas are generally
designed to cover only a portion of districts costs. Staff believes that it is aso important to
compare actual district expenditures on categorical programsto the amount of state and federal
funding available for categorical programs. The following table (Table 11) provides a
comparison of actual district expendituresfor categorical programsto available stateandfederal
funding. Based the availability and relevance of expenditure data, staff has included data for
five categorical programs (excluding data for three programs. Expelled and At-risk Student
ServicesGrant Program, Small Attendance Center Aid, and ComprehensiveHealth Education).

This analysis indicates that districts spent over $666 million in FY 2004-05 (13.2 percent of
districts total general fund expenditures) on five categorical programs. Districts spent the
largest dollar amount of local funds to provide special education services to children with
disabilities ($364 million), followed by public school transportation services ($128 million).
However, in relative terms, state and federal funding for English Language Proficiency
Programs is the least adequate, covering only 9.5 percent of districts actual expenditures.
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TABLE II: Categorical Program Revenues and Expenditures: FY 2004-05

Per cent of Total Per cent of
Districts Categorical Districts
Expenditures | Expenditures = General Fund
Total State Covered by Coveredby  Used to Cover
Federal and Federal Stateand Local Districts ~ Unreimbursed
LongBill Lineltem State Funding Funding Funding Federal Funds | General Fund Expenditures
District Programs Required by Statute:
Special Education - Children
With Disabilities &/ $95,422,525  $116,088,569 = $211,511,094 36.7% $364,363,183 7.4%
English Language Proficiency
Program 3,766,536 6,853,781 10,620,317 9.5% 101,700,319 2.0%
Other Categorical Programs:
Public School Transportation 41,241,181 0 41,241,181 24.0% 128,120,293 2.6%
Colorado Vocational Act
Distributions 19,960,610 0 19,960,610 26.8% 54,495,544 1.1%
Specia Education - Gifted
and Talented Children 6,014,466 0 6,014,466 25.1% 17,939,950 0.3%

Total

a State funding includes Public School Finance Act funding for preschool children with disabilities.
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$666,619,289
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4. Distribution of CostsAmong Districts. Oneadditional factor to consider when allocating
state funds among categorical programs is whether the costs of providing the service are
proportional amongdistricts(i.e., districtsspend asimilar proportion of their budgets providing
the service), or whether certain districts are impacted significantly more than others. As
indicated above, statewide, districts local expenditures for five categorica programs
represented 13.2 percent of total district expenditures. This percentage ranged, however, from
less than two percent for three districts (El Paso - Cheyenne Mountain, Hinsdale, and Baca-
Vilas) to 23.3 percent for Denver®.

Thefollowingtable(Tablelll) detail slocal expendituresfor five categorical programsincurred
by those 15 districtsthat devoted the highest percentage of local expendituresfor such purpose.
Thisanalysisrevealssevera differencesamongdistricts. First, Denver isspending significantly
more local funds on categorical programsthan any other district - at least six percentage points
more than any other district.

Second, for the maority of those districtsthat spend the highest percentage of their local funds
on categorical programs, specia education servicesfor children with disabilitiesrepresentsthe
largest share of local expenditures. Please note, however, that state funding for these services
increased by $29.3 million (33.8 percent) from FY 2004-05 to FY 2006-07. In addition, the
General Assembly adopted a new formula for allocating state funding among districts in an
effort to make the distribution of funds more equitable. Thus, it islikely that the percent of
districts local funding expended for this purpose has declined.

Third, ingeneral, rural districts spend morelocal funding on transportation than urban districts.
In addition, it appears that small, rural districts spend a greater share of their local funding on
vocationa education programs compared to larger urban districts.

Finally, the variance in the proportion of local expenditures is greatest for three categorical
programs. English Language Proficiency Programs (a range of 12.45 percentage points);
Specia Education for Children with Disabilities (a range of 11.19 percentage points); and
Public School Transportation (a range of 9.06 percentage points). However, while nearly al
districts areimpacted to some extent by thelatter two programs, fewer than half of districtsare
impacted at all by the provision of services to English language learners. In fact, only 11
districtsspent agreater share of their local budget on servicesfor Englishlanguagelearnersthan
the statewide average of 2.0 percent:

Denver County (12.45%) Prowers - Lamar (2.31%)
Garfield - Roaring Fork (5.79%) Morgan - Fort Morgan (2.17%)
Eagle County (3.36%) Costilla- Sierra Grande (2.16%)
Yuma- Yumal (3.30%) Garfield - Garfield (2.12%)
Otero - Rocky Ford (2.91%) Kit Carson - Burlington (2.04%)

Adams - Westminster 50 (2.46%)

® For purposes of this analysis, based on data limitations, staff excluded boards of cooperative
Services.
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TABLE I11: Percent of Districts Local General Fund Expenditures Related to Categorical Programs. FY 2004-05

Special
Special English Education -
Education - Language Gifted and
District (15 highest | Children with = Proficiency Public School Vocational Talented
overall) Disabilities Programs Transportation Education Children Total
Denver 6.75% 12.45% 2.84% 0.86% 0.42% 23.32%
Kit Carson - Stratton 3.03% 0.01% 9.65% 3.70% 0.85% 17.24%
Washington - Woodlin 3.30% 0.00% 6.08% 6.35% 0.43% 16.16%
Arapahoe - Cherry Creek 9.57% 0.93% 3.07% 1.51% 0.66% 15.74%
El Paso - Fountain 10.44% 0.70% 3.11% 0.90% 0.18% 15.33%
Larimer - Thompson 11.19% 0.68% 2.38% 1.09% -0.12% 15.22%
Washington - Lone Star 2.20% 0.00% 4.96% 7.64% 0.31% 15.11%
Washington - Otis 3.47% 0.00% 2.99% 7.26% 1.34% 15.06%
Teller - Woodland Park 8.97% 0.00% 3.87% 1.66% 0.47% 14.97%
Jefferson 10.09% 0.54% 2.11% 2.24% -0.05% 14.93%
Otero - Rocky Ford 7.64% 2.91% 2.41% 1.65% 0.32% 14.93%
Logan - Valey 7.01% 0.90% 3.58% 3.25% 0.10% 14.84%
Boulder - Boulder Valley 10.19% 1.03% 2.70% 0.93% -0.08% 14.77%
Baca- Walsh 4.86% 0.08% 4.61% 4.57% 0.57% 14.69%
Las Animas - Kim 1.51% 0.00% 5.16% 7.14% 0.79% 14.60%
Statewide - Average 7.43% 2.02% 2.60% 1.08% 0.03% 13.24%
Statewide - Range 0.0% - 11.19% 0.0% - 12.45% 0.59% - 9.65% 0.0% - 8.34% -0.19% - 1.34% 1.25% - 23.32%

NOTE: Shaded cellsindicate the program for which the district spent the greatest share of its local budget.

4-Dec-06 53 Education-briefing



In summary, the General Assembly isunlikely to be ableto provide sufficient funding to "fully
fund" statutory reimbursementsfor all categorical programsin the near future. However, the
requirements of Section 17 of Article IX of the Colorado Constitution provide a window of
opportunity over the next four years to continue to close the funding gap for one or more
programs. Staff estimatesthat the General Assembly will berequiredtoincrease statefunding
for categorical programs by $37.6 million over the next four years. Thislevel of increase will
not be adequate to "fully fund" al categorical programs. Based on the four criteria discussed
above, staff recommends prioritizing funding increases among four programs as follows:

English Language Proficiency Programs

Specia Education for Children with Disabilities
Public School Transportation

Colorado Vocational Act Distributions

9  Department of Education, Assistanceto Public Schools, Grant Programsand Other
Distributions-- The Department isrequested to provide information to the Joint Budget
Committeeby November 1, 2006, concerning the all ocation of funding to eligibleboards
of cooperative services (BOCES) pursuant to section 22-2-122 (3), C.R.S. Specifically,
the Department is requested to detail the sources of funds and the allocations made to
each BOCES in fiscal year 2005-06.

Comment: This footnote was vetoed by the Governor on the basis that: (1) it violates the
separation of powers by attempting to administer the appropriation; and (2) it constitutes
substantive legislation. The Governor indicated, however, that he would instruct the
Department to comply to the extent feasible. This footnote first appeared in the FY 2004-05
Long Bill.

Pursuant to a provision added by H.B. 02-1053 (Y oung/Taylor), the Department is required
toannually allocatefundsto those boards of cooperative services (BOCES) that provideawide
range of servicesto their member school districts, or school districts with student populations
of less than four thousand students [see Section 22-2-122 (3), C.R.S.]. Specificaly, up to
$250,000 is to be allocated annually using 1.0 percent of amounts appropriated "to al
education grant programs for that fiscal year"; moneys are to be allocated proportionately on
a per school district basis, based on the total number of school districts that have student
populations of less than four thousand students and are members of eligible BOCES. The
BOCES that receive alocations are required to use such moneys to assist member school
districts and schoolsin applying for grants. Thefollowing table details amounts allocated, by
BOCES, since FY 2002-03.

Board of FY 2002-03 FY 2003-04 FY 2004-05 FY 2005-06
Cooper ative Service Allocation Allocation Allocation Allocation
Centennial $25,926 $11,260 $14,809 $20,548
East Central 31,481 21,269 31,263 31,613
Front Range 0 6,256 9,872 9,484
Mountain 14,815 10,009 13,163 12,645
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Board of FY 2002-03 FY 2003-04 FY 2004-05 FY 2005-06
Cooper ative Service Allocation Allocation Allocation Allocation
Northeast 25,926 17,516 19,745 18,967
Northwest 11,111 7,507 9,873 9,484
Pikes Peak 22,222 15,013 19,745 17,387
Rio Blanco 0 2,502 3,291 3,161
San Juan 7,407 5,004 6,582 6,322
San LuisValley 25,926 17,516 23,036 22,129
Santa Fe Trail 9,259 6,256 8,227 7,904
South Central 24,074 16,265 21,391 20,548
South Platte Valley 7,407 5,004 6,582 0
Southeastern 24,074 16,264 21,391 20,548
Southwest 7,407 5,004 6,582 6,322
Uncompahgre 9,259 6,256 8,227 7,904
Total 246,296 168,901 223,779 214,966

For FY 2005-06, $152,114 (70.8 percent) of thefunding wasallocated from appropriationsfor
the Read-to-Achieve Grant Program, and the remaining $62,852 (29.2 percent) was allocated
from the Expelled and At-risk Student Services Grant Program.

As this provision references amounts "appropriated” to education grant programs, staff has
always assumed that it was not intended to apply to federal grant programs. Further, staff
assumesit appliesonly to competitive grant programsopen to districtsand/or BOCES, and not
to those sources of fundsthat are distributed based on aformulaor that are intended for other
individuals and entities (e.g., funding for special education services, charter school capital
construction funding, or assistance for individuals seeking a national credential). The
Legidative Council Staff fiscal note for the bill indicated that the, "Programs affected by this
allocationinclude: Read-to-Achieve Grant Program; Teacher Devel opment Fund; Servicesfor
Expelled and At-Risk Students; Science and Technology Education Fund; and Information
Technology Education Fund."

Staff notes, however, that there are other state-funded, competitive grant programs that would
appear to fall under this provision but have not contributed to this allocation to date. For FY
2005-06, these include the School Capital Construction Expenditures Reserve and the School
Construction and Renovation Fund. Further, for FY 2006-07, these would include the
following: (a) the Summer School Grant Program; (b) the Family Literacy Education Grant
Program; (c) the School Capital Construction Expenditures Reserve; and (d) the School
Construction and Renovation Fund. Staff recommends that the Committee ask the
Department to discuss their process for determining which grant programs will
contribute to the BOCES allocation.

10 Department of Education, Library Programs, Reading Services for the Blind -- This
appropriation is for the support of privately operated reading services for the blind, as
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authorized by Section 24-90-105.5, C.R.S. It is the intent of the General Assembly that
$150,000 of this appropriation be used to provide access to radio and tel evision broadcasts of
locally published and produced materials, and $50,000 of thisappropriation be used to provide
telephone access to digital transmissions of nationally published and produced materials.

Comment: This footnote was vetoed by the Governor on the basisthat it: (1) interfereswith
the ability of the executive branch to administer the appropriation; and, (2) it may constitute
substantive legislation in the Long Bill. The Governor indicated, however, that he would
direct the Department to comply to the extent feasible.

The State Board of Education approved two payments from this line item for FY 2006-07.
First, the Board approved $150,000 for the Radio Reading Service of the Rockies (the same
amount approved for FY 2005-06) to continue providing free access to ink print materials
statewide through various broadcasts (via television SAP feed, Internet, telephone, and
podcasts), related audio services, and listener equipment for listeners.

The Board also approved apayment of $50,000 to the National Federation for the Blind (NFB)
for its Newsline service (an increase of $10,000 compared to FY 2005-06), which provides
eligible Coloradans access to newspapers nationwide and a few magazines via touchtone
telephone. Anyonewho isa patron of the Colorado Talking Book Library (CTBL) iseligible
to access Newsline services. The CTBL is able to sign patrons up for the Newsline service
through their existing database.

11 Department of Education, School for the Deaf and the Blind, School Operations, Early
Intervention Services; and Department of Human Services, Services for People with
Disabilities, Developmental Disability Services, Services for Children and Families,
Program Funding --The Division and the School for the Deaf and the Blind are requested to
work together and provide a report to the Joint Budget Committee by November 1, 2006,
concerning the coordination and provision of early intervention servicesto children under age
three who are deaf or hard-of-hearing. The requested report should include information
concerning services currently provided through the Division and the School to deaf and hard-
of-hearing children under age three, including: the number of children eligible for early
intervention services; the types of services provided through the Division and the School; and
the associated costs and sources of funding. The report should also include information
describing how the Division and the School plan to minimize any duplication that might be
occurring with respect to program administration and service coordination.

Comment: This footnote was vetoed by the Governor on the basis that it: (1) it violates the
separation of powers by attempting to administer the appropriation; and (2) it constitutes
substantive legidation. The Governor indicated, however, that he would instruct the
Department to comply to the extent feasible.

Background Information. The School is statutorily required to provide services for eligible
children, ages 0 to 21. In addition, pursuant to Section 22-80-102 (2), C.R.S., the School is
to"bearesourceto school districts, stateinstitutions, and other approved education programs.”
In this capacity, the School isto provide the following services:
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Assessment and identification of educational needs;

Specid curricula;

Equipment and materials;

Supplemental related services;

Special short-term programs,

Program planning and staff development;

Programs for parents, families, and the public; and

Research and development to promote improved educational programs and services.

N~ WOWDNE

In recent years, while the number of on-campus students served by the school has remained
relatively flat, the number of children under the age of three receiving services through the
School hasincreased dramatically -- particularly for childrenwho aredeaf or hearingimpaired.

Last year, the School submitted arequest for $462,620 General Fund to continue and expand
two early literacy devel opment programs. These programsinvolvespecialy trainedfluent sign
language instructors/tutors (many of whom are deaf or hard of hearing themselves) visiting
families weekly to provide support and instruction in techniques to build the child's literacy.
Oneprogram (the Shared Reading Program) isdesigned for children up to ageeight infamilies
who rely on American Sign Language; the second program (Integrated Reading Program) is
designed for children up to agefivein familieswho use English-based sign language and some
speech. In addition, these initiatives involve coordinating with preschool and elementary
school teachersso they may reinforcethefamily'suseof early literacy strategies, thereby easing
the child's transition into public school.

Staff initially expressed two concerns related to approving this request. First, the Committee
had voted to appropriate an additional $3.4 million net General Fund to the Division for
Developmental Disability Services, Department of Human Services, to eliminate the waiting
list for children, ages zero to three, who are éligible to receive early intervention services. It
was unclear what portion of this new funding, if any, could be used to provide literacy
development activities for children under the age of three with a hearing loss.

Second, the Governor had issued an Executive Order transferring the administration of the
federal Part C program to the Department of Human Services, Division for Developmental
Disability Services, for the express purpose of eliminating unnecessary duplication of early
intervention services and maximizing funding that is allocated for direct servicesto children.
Although staff noted that it would certainly be appropriate for the School to serveasaresource
to Part C agencies by providing the expertise necessary to provide early intervention services
to young children with a hearing loss, staff was concerned that by providing a direct General
Fund appropriation for the School to continue and expand its own early intervention program,
the General Assembly may increase the likelihood that duplication is occurring with respect
to the administration and provision of early intervention services.

Ultimately, the Committee chose to approve the School's request and include this footnote in
the Long Bill to ensure that the School and the Department of Human Services work together
to coordinate the provision of early intervention services to children under age three who are
deaf or hard-of-hearing. The two departments worked together over theinterim and provided
the report asrequest. Staff has summarized the contents of the response below.
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Number of Children Eligiblefor Early Intervention Services. TheDivisionfor Developmental
Disabilities(theDivision) indicated that 3,920 infantsand toddlerswereactively receiving Part
C serviceson June 1, 2006, and the total number of infants and toddlerswho received services
at some point during FY 2005-06 was 5,082. While al children eligible for Part C services
receive ahearing screening as part of amulti disciplinary evaluation, existing data systemsdo
not allow the Division to determine how many children wereeligiblefor Part C services solely
due to ahearing impairment. The Division notes that 28 children who needed and received
audiology services as part of their Individualized Family Services Plan received services
funded with state funds. The Division plans to modify the data system in the Spring of 2007
to alow for reporting on eligibility based on hearing impairment separate from other sensory
or developmental criteria.

The School indicated that 125 children and their families are receiving services through the
early literacy development initiative, including 84 families with children under age three (67
percent) and 41 families with children ages three through eight.

Types of Services Provided Through the Division and the School. The Division's early
intervention program provides supports and servicesto familieswith children under age three
with asignificant delay or disability. Servicesareaimed at enhancing the child's devel opment
in the areas of cognition, speech, communication, motor skills, and social-emotional
development. Services may include the following:

» assistive technology;

e audiology services,

e developmenta intervention;
e health services,

e nutrition;

» occupational therapy;

* physica therapy;

e psychological services;

e respitecare;

* service coordination;

» socia work;

« gpeech-language pathology;
» transportation; and

e VISION services.

Audiology services include auditory training, aural rehabilitation, sign language and cued
language services, and other training to increase the functional communication skills of the
child. Speech-language pathology services emphasize functional communication skills,
including sign language and cued language services.

The purpose of the School's early literacy development initiativeisto improve the literacy of
children with a hearing loss so that they can enter school with literacy skills as close to grade
level as possible. These services are provided to children up to age eight, and they are
provided to those families who choose to use sign language as their primary mode of
communication. The School notes the importance of continuing services after the child turns
three until they enter kindergarten to ensure that gains madeinthe early yearsare not reversed.
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The School indicatesthat 43.9 percent of children who arereceiving servicesthroughtheearly
literacy development initiative are receiving additional Part C services (such as audiology
services, occupational therapy, physical therapy, or nutritional services).

Associated Costs and Sources of Funding. Servicesprovided through the Division arefunded
from avariety of funding sources based on the following funding hierarchy:

Private insurance plans

Public insurance (Medicaid, Children's Basic Health Plan)

Title V (Children with Special Health Care Needs)

Child welfare and Temporary Assistance for Needy Families

TheDivision'searly intervention funding and other state and federal sources(includingthe
Colorado School for the Deaf and the Blind)

f. Other available local funds

g. Traumatic Brain Injury Trust Fund

h. Federal Part C funding

©Co0 o

However, asthe Division wasunableto specifically identify children receiving Part C services
dueto ahearing loss, it was unable to identify the costs or sources of funding used to provide
early intervention services to these children.

The School fundsits early literacy development initiative with the following fund sources:

State General Fund ($462,260 approved for FY 2006-07)
$15,000 in-kind services from the University of Colorado at Boulder
$15,000 in-kind services from the School

Based on atotal of 125 families, this amounts to an average of $3,938 per family, per year.

How the Division and the School Plan to Minimize Duplication. The response indicates that
the Division and the School, along with many other partnersin the system of early intervention
supportsand services, collaborateat multiplelevel sto minimize potential duplication of effort.
Audiology, speech language, and assistive technology services are the areas with the greatest
potential for duplication between the Division and the School. However, services provided
through the School's early literacy development initiative are narrow in scope, are disability-
specific, and are not offered to children without hearing loss. Thus, the responseindicatesthat
these services are neither funded nor provided as an alowable early intervention service
through the Division.

The response aso describes formal collaboration efforts that occur on a statewide basis,
including the memorandum of understanding between those agencies involved in the Part C
system (the departments of human services, education, health care policy and financing, and
public health and environment), interagency pre-service and in-service training, and
coordinated statewide public awareness efforts. The response also notes that Division staff
participate on the Early Intervention Hearing Impaired Task Force and the Deafblind Advisory
Committee, and staff from the School participate in the groups.
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* Early Intervention Task Force;

» Colorado Infant Hearing Advisory Committee;

e Outreach Leadership Team;

* Deafblind Advisory Committee;

» Cochlear Implant Consortium;

*  Western States Accountability Project;

* Hands & Voices Board;

* Early Education Accountability Committee; and
* EDHI Minority Issues Committee.

At the local level, Community Centered Boards (CCBs) are responsible for coordinating
services for children and families, ensuring there is no duplication of services, and applying
the funding hierarchy properly. The CCBs are also responsible for facilitating collaboration
among community-based agencies and providers through local interagency coordination
councils. The Division has encouraged regional CO-Hear Coordinators (from the School) to
participate in these local councils. The CCBs are also responsible for collecting child
assessment dataon all eligible children regardless of how servicesare funded or who provides
such services, and CO-Hear Coordinators participate in the ongoing assessment process for
children with hearing impairments.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF EDUCATION

| SSUE:
Department of Education Performance Measures
DISCUSSION:

Department Mission

Sate Board of Education Mission Satement:

"The mission of the Colorado State Board of Education (CDE) is to provide all of
Colorado'schildren equal accessto quality, thorough, uniform, well-rounded educational
opportunitiesin a safe and civil learning environment.”

Board of Trustees for the Colorado School for the Deaf and the Blind Mission/Vision Satement:

"The Colorado School for the Deaf and the Blind is the center of excellence for
specialized statewide, high-quality, educational servicessupporting data-driven decisions
that are best for each individual ."

Sate Charter School Institute Mission Satement:

"The mission of the Charter School Institute is to foster high-quality public school
choicesoffered throughinstitute charter schools, including particul arly schoolsfor at-risk
students. The institute shall:

» Actasamode of best practicesin authorizing charter schools;
* Use state and federal systems for ensuring the accountability of each institute charter
school in meeting the obligations and goals set forth in its contract;
» Measuretheacademic successof eachinstitute charter school student through longitudinal
indices; and
» Measurethe academic success of each institute charter school through performance-based
means and not process-based means.”

Goals and Performance M easur es

The Department's FY 2007-08 budget request includes a strategic plan that is 10 pageslong. This
plan lists the following five goals for the State Board of Education:

Fulfill the role as the state's educational authority.

Maintain commitment to accountability reform and accreditation.

Take aleadership role in improving the long term financia stability of education funding.
Improve educator quality, recruitment, retention, and placement.

Improve choice opportunities for Colorado students.

agprwWDNDE
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Thisplan also includes: anarrative description of the Department's organizational structure; a brief
discussion of recent activities and accomplishments; a brief description of key trends and baseline
data (assessment data); and, alist of five "critical" performance measures. The planis preceded by
two pages listing 28 prioritized objectives.

In addition, the "Detail by Program" section of the budget request identifies those prioritized
objectives that relate to 40 different program areas. For each relevant objective, associated
performance measures are listed (atotal of 239, with some duplication).

Staff Analysis

Joint Budget Committee staff reviewed the Department's performance measures submitted in the
budget. Staff assessed these performance measures using the following common checklist:

1. Do the goals and performance measures correspond to the program'’s directives provided in
statute?

2. Are the performance measures meaningful to stakeholders, policymakers, and managers?
3. Doesthe Department use a variety of performance measures (including input, output,
efficiency, quality, outcome)?

4. Do the performance measures cover al key areas of the budget?

5. Arethe data collected for the performance measures valid, accurate, and reliable?

6. Arethe performance measures linked to the proposed budget base?

7. Isthere achange or consequence if the Department's performance targets are not met?

Unlike some other Departments or program areas, state law provides specific and extensive
guidance concerning goals, objectives, and performance measures for the Department of
Education. In addition, the Department already collects extensive data for many of these
performance measures. Whilethe Department's strategic plan references many of these goals
and objectives and some of these performance measures, it includes surprisingly little actual
performance data. Further, even in those instances where actual performance data is
provided, the dataisnot provided for multiple years and tar get measures are often omitted.

Satutory Directives. Four statutory provisions provide specific and extensi ve guidance concerning
the Department's goal's, objectives, and performance measures.

Goals and Objectives With respect to goals and objectives, Section 22-7-204, C.R.S., directed the
State Board of Education to "adopt goals and objectives for the state of Colorado concerning the
improvement of education of childreninthisstate” by January 1, 1989. Thisprovisionindicatesthat
the goals and objectives are to express "high but achievable aspirations’, and it lists several items
that should be included. While the prioritized objectives listed in the budget request reflect
many of thesegoals(e.g., improved scholastic achievement and demonstrated student proficiencies,
improved teaching methods, and the provision of alearning environment and staff that isresponsive
to the individual needs of students), they appear to exclude goalsrelated to threeitems:
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. Improved attendance of students (although one goal concerns "increasing the accuracy and
the consistency of student attendance rates);

. Improved preparation of studentsfor the primary and secondary years; and

. Increased par ental and community support and involvement in meeting expectationsof the
educational system.

Performance Measures The remaining three statutory provisions include extensive requirements
concerning the specific measurements and data the Department is to collect and evaluate.

First, the Educational Accreditation Act of 1998 [see Article 11 of Title 22, C.R.S.] requires the
State Board to implement an accreditation process. Section 22-11-102 (4) (b), C.R.S,, indicatesthat
thisprocesswill "enhanceimprovement in public schoolsand school districtsby setting benchmarks
and measuring improvement in attai ning those benchmarks". The StateBoardisrequiredto establish
and annually review accreditation indicators for assessing the quality of education and learning in
public schools and school districts. This provision specifies that the following measurements are
to be included in the accreditation indicators:

. CSAP results for reading, writing, math, and science (aggregated by grade level and subject
area; baselineis FY 2000-01);

. The percentage of students taking statewide assessments,

. The percentage of students who are exempt from the assessment program;

. The percentage of students whose dominant language is not English;

. CSAPresultsfor students who have been identified as having adominant language other than
English, but who have been enrolled in a public school of the state for three years or longer or
have been assessed as proficient in English;

. Results of district assessments in history, geography, art, music, physical education, foreign
languages, economics, and civics,

. Dropout rates;

. Student attendance rates, including the numbers of expelled and suspended students,

. Graduation rates,

. The percentage of students taking advanced placement courses, students enrolled in an
international baccalaureate diploma program, or students enrolled in an institution of higher
education pursuant to the "Postsecondary Enrollment Options Act";

. Continuing education rates; and

. Mobility rates.

Sections 22-11-201 (4) and (5), C.R.S., also require each district's accreditation contract to address
parent and community involvement, and reductions of consistent academic achievement
discrepancies in student performance related to ethnicity, gender, disability, and limited English
proficiency.

Second, the Colorado Basic Literacy Act [see Section 22-7-501 et seq., C.R.S.] requires school
districtsto annually assessthereading readiness or literacy and reading comprehension level of each
pupil enrolled in kindergarten, or first through third grade. If apupil'sassessment indicatesthey are
below grade level, the pupil's parents, teacher, and the school administration are required to
formulate an individual literacy plan. Thisplan isto continue until the pupil isreading at or above
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grade level. Section 22-7-505, C.R.S., requires each school district to annually report to the
Department:

. the number and percent of 3rd grade students who read at or above grade level;

. the number and percent of students who have an individua literacy plan; and

. the number and percent of students who have increased their literacy and reading
comprehension levels by two or more grades during one year of instruction.

Third, Section 22-7-605 et seg., C.R.S., requires the Department to issue annua accountability
reports for every public school. This provision includes a detailed list of the measures (and the
method of cal culating each measure) that are to be reflected on the reports, including the following:

. overall academic performance rating

. academic growth of studentsrating

. adequate yearly progress for specified sub-groups of students

. length of school year and annual number of teacher days scheduled without student contact

. student average daily attendance

. dropouts

. safety and discipline incidents reported

. student enrollment stability

. students eligible for free lunch

. number of teachers and other staff

. student per teacher ratio for each grade level

. data concerning professional experience of teachers (years teaching, average number of days
absent, number of teachers who left last year, teachers with and without tenure)

. average teacher salary and average administrator salary

. student CSAP performance in reading, writing, and math

. sources of school district revenue

. information about district expenditures (teachers, administration, buildings and facilities,
operational expenses, textbooks/materials)

. district bonded debt information (total outstanding, average annual percentage interest rate,
amount raised from most recent bond, amount spent on new buildingsin past 2 years)

Due to these statutory requirements, the Department collects data related to a number of
performance measures. However, in most cases, this data is either not included in the
Department'sbudget request, or it isnot presented in afor mat that allowsthereader to easily
identify overall trends or to assess the Department's progress in achieving the goals and
objectives set forth in statute.

For example, the only information staff could find concerning districts accreditation statuswasin
the strategic plan, indicating that 19 districts are currently on accreditation watch status, and four
districts were removed from watch status during the last year. The"program crosswalk" section of
the budget request concerning accreditation did not include any information about the unit's
objectivesor performance measures. Staff checked the Department'swebsite and asked Department
staff where one might find further detail s about district accreditation. While anindividual district's
accreditation statusislisted on each school's accountability report, there does not appear to beaway
for one to easily identify which districts are currently on watch or probation, or the particular
circumstance or indicatorsthat caused the accreditation statusto change. Department staff provided
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Joint Budget Committee staff with alist of the 19 school districtsthat are on accreditation watch and
the four that have been removed from watch.

Given that accreditation processis designed to "enhance improvement in public school s and school
districts by setting benchmarks and measuring improvement in attai ning those benchmarks”, and it
is the primary means by which the State Board assesses the quality of education and learning in
public schools and school districts, the Department's strategic plan should include data concerning
districts performance in relation to the accreditation indicators. Thisinformation should include a
target for many, if not al, indicators as well as historical data about statewide performance in
relation to each indicator.

Another exampleisdatarelated to assessments. Although the Department's strategic plan includes
narrative descriptions about student assessment resultsin various subject areas and on the statewide
ACT exam, thisdatais not presented in aformat that allows one to easily assess the Department's
progress to date or its measurable goals. Clearly, the Department devotes significant time and
resources to collecting and analyzing assessment results by student, by schooal, by district, and for
certain groups of students. The Department annually issues press releases concerning this data, it
isrequired to report this data to the federal government under the No Child Left Behind Act, this
data is used in the accreditation process, and this data is included in each school accountability
report. The Department's strategic plan should include assessment data (perhapsfor CSAPsin each
subject areain a select number of grade levels, plus statewide ACT results), including statewide
historical data aswell asthe Department's measurable goals. In addition, the strategic plan should
includedatathat indicatesthe Department's progress and goal srel ated to narrowing the achievement
gaps for various groups of students.

Scopeand Variety of Measures. Ingeneral, within the"program crosswalk™ for each organizational
unit, the budget request does a good job of identifying those overall goals and objectives that are
relevant for a particular unit. Further, in some instances, the Department hasincluded several
relevant, specific, performance measures that would allow one to assess the outcomes
associated with a particular program or service. Staff has listed below some examples of
programs that included particularly strong outcome-oriented performance measures:

Expelled and At-risk Student Services Grant

Objective Performance M easure

Increase academic achievement for all students Of the students receiving services through these
programs, 24% improved at |east one failing grade at
midyear

Increase student attendance rates 35% of students improved their attendance at midyear

Reduce overall number of statewide safety and 27% of youth with a history of discipline problems

discipline incidents measured by the annual district reduced their number of office referrals by midyear

report
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Library Programs- Networking and Resour ce Sharing Unit
Goal 1: Increase student achievement by insuring that Colorado students and residents can easily and
quickly find needed educational and infor mation resour ces thr ough improved sear ching and functionality
and expanded resour ces and services

Objective Performance M easure

Expand curriculum support for teachers by expanding Link 85% of all websitesin CVL for Kidsto Colorado
links to Colorado Education Standardsin the Colorado | Education Content Standards
Virtual Library for Kids

Expand curriculum support for teachers by adding new | Add 20 new lesson plans to Standards in Action by
resources in the Teachers section of the Colorado June
Virtual Library for Kids

Improve student achievement by serving students During FY 07-08, 55% of users served through
through AskColorado AskColorado will be K12 students

Colorado School for the Deaf and the Blind - Program for Blind K-12
Objective 1.0: All studentswill evidence a satisfactory rate of educational achievement

Measure Target

1.01 - Meeting |EP goals 95% of students achieve 80% or better of their IEP goals (4 years of targets
and 2 years of actual data provided)

1.02 - Graduation rates 100% (4 years of targets and 2 years of actual data provided)

1.03 - Attendance rates 95% (4 years of targets and 2 years of actual data provided)

However, given the five goals prioritized by the State Board, staff identified significant
weaknessesin the per for mance measur esthat wereincluded in other key areas of the budget.
For example, one of the top five goals of the State Board is to "improve educator quality,
recruitment, retention, and placement”. The "program crosswalk" for the Licensure/Professional

Services unit includes severa input/output measures, including information about the number of
inquiries received, the number of applications received, the number of licenses issued or renewed,
the number of investigations conducted concerning allegations against educators, and the number
of licensesor authorizationsdenied, revoked, etc. Theseareclearlyimportant measuresof thisunit's
workload. However, this section did not include any data that indicates progress in improving:

. teacher quality (e.g., the percent of public school teachers who are nationally board certified
or hold amaster's degree, or the percent of teachers that meet the federal definition of highly
qualified);

. recruitment (e.g., a measure of what types of teaching positions are hardest to fill, or a
comparison of average teacher salaries in Colorado and those of neighboring states);

. retention (e.g., the average number of years that a teacher teaches in public schools, or the
percent of first-year teachers who are still teaching five yearslater); or

. placement (e.g., a comparison of the credentials and experience of teachers in schools with
high academic achievement ratings to those with low ratings).

Another top goal of the State Board isto "improve choice opportunitiesfor Colorado students’. The
narrative for the Schools of Choice unit references statutory directives to increase learning
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opportunitiesfor all pupils, withaspecial emphasi son expanded | earning experiencesfor pupilswho
are identified as academically low-achieving. Additional choice-related directives identified in
statute include improving pupil learning, encouraging diverse approaches to learning, encouraging
parental and community involvement, and requiring that charter school enrollment decisions are
made in a nondiscriminatory manner.

The Schools of Choice unit section provides data concerning the number of new and closed charter
schools(since 1993), and the number and percent of studentsattending charter schools. Thissection
alsoidentifiesschool accountability report ratingsfor charter and non-charter schoolsfor threeyears,
indicating that a greater percent of charter schools received "excellent" or "high" ratings when
compared to non-charter schools. However, this section does not include any information or
performance measures related to:

. the variety or effectiveness of charter schools approaches to learning (i.e., What types of
charter school sexist and whichtypesare most effectivein increasing student achievement over
time?);

. thelevel of parental and community involvement (i.e., What types of schoolsor programs are
most effective in increasing involvement?); or

. the demographics of charter school enrollment (i.e., Doesthe dataindicatethat charter schools
are serving academically low achieving students? Does charter school enrollment reflect the
diversity of overal enrollment?).

Finally, the focus of thisunit is clearly charter schools. However, state law concerning schools of
choiceismuch broader, requiring school districtsto offer avariety of enrollment optionswithin the
public school system. The Department should identify measures that reflect the full array of
enrollment optionsavailableto studentswithin school districts (i.e., What percent of studentsattend
aschool other than their neighborhood school ? What percent of students attend aschool in adistrict
other than their district of residence? How many and what types of options are available to parents
in district-run school s?).

Questions for Department

Staff recommends that the Committee discuss the following questions with the Department during
the FY 2007-08 budget hearing:

1. How do your performance measures influence department activities and budgeting?
2. Towhat extent do the performance outcomes reflect appropriation levels?

3. Towhat extent do you believe that appropriation levelsin your budget could or should be tied
to specific performance measure outcomes?

4. As a department director, how do you judge your department's performance? What key
measures and targets do you used?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF EDUCATION

| SSUE:

This issue brief provides preliminary projections of state funding that will be required for K-12
public educationinfutureyears, aswell aspreliminary estimates of the General Fund appropriations
that will be required to comply with constitutional funding requirements.

SUMMARY:

(1  Based on Legidative Council Staff's projections of the 2006 inflation rate (3.4 percent) and a
projected 1.2 percent increase in the funded pupil count, total program funding for districtsis
estimated to increase by $271.9 million (5.7 percent) for FY 2007-08.

(d  Local revenues are once again projected to grow more slowly than districts total program
funding, thereby requiring $33.1 million in state funding over and above the $171.6 million
that isrequired to cover aproportionate share of enrollment and inflationary increases-- atotal
increase in state funding of $204.7 (6.7 percent).

(4  The Department's request reflects a 5.0 percent General Fund increase ($132.5 million), the
minimum increase required by the state constitution. Based on moneys projected to be
available from the State Public School Fund and the State Education Fund in future fiscal
years, staff estimates that the General Fund appropriationsfor districts total program funding
and categorical programs will need to increase by an average of at least 6.4 percent in FY
2007-08 ($179.9 million) and annually thereafter through FY 2016-17 to comply with
constitutional funding requirements.

RECOMMENDATION:

Staff recommends that the Committee discuss its long-term plan for complying with constitutional
funding requirements for K-12 education. Specifically, does the Committee intend to increase
Genera Fund appropriations for K-12 at a sufficient, steady rate in order to avoid the need for an
increase in afuture fiscal year that significantly exceeds the alowable six percent increase? Does
the Committee intend to maintain a balance in the State Education Fund to ensure that the Genera
Assembly iscapable of providing the required funding increases during afuture economic downturn
or during a period of relatively high inflation?

DISCUSSION:
|.  PROJECTIONSOF TOTAL PROGRAM FUNDING AND THE STATE SHARE OF SUCH FUNDING

Summary. Based oninformation availableto date, staff has prepared atabl e (beginning on page 70)
that summarizestheprojected annual state shareof districts total program fundingthrough FY 2011-
12. Thetableisfollowed by achart (see page 72) illustrating the components of the projected annual
increases in the state share. Based on Legidative Council Staff's September 2006 projection of the
2006 inflation rate (3.4 percent), total program funding for districts is estimated to increase by
$271.9 million (5.7 percent) for FY 2007-08. Local revenues are only projected to increase by 3.9
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percent, covering $67.3 million of the estimated increase. Thus, staff estimates that the state share
of funding will need to increase by $204.7 million (6.7 percent).

Comparison of Request and Saff Projection. The table on the following page also details the
Department'sFY 2007-08 request. Therearethree major differences between staff's projectionsand
the Department's request:

. The request is based on a dlightly lower projected funded pupil count (a difference of 936 --
less than one percent). As a result the Department's projection of total program funding is
$6.2M lower than staff's projection.

. Therequest isbased on the Office of State Planning and Budgeting's September forecast of the
2006 rate of inflation (3.5 percent compared to Legislative Council Staff's projection of 3.4
percent), resulting in a slightly higher base per pupil funding amount. This offsets the
difference associated with alower projected funded pupil count by $4.1 million.

. Therequest assumesa$79.3 million increasein local revenues, compared to the $67.3 million
increase used in staff's projection.

Overall, staff's projection of the additional state fundsthat will berequired for FY 2007-08
is$14.3 million higher than therequest.

Before the Committee takes action on the Department's FY 2007-08 request, more timely
informationwill beavailableto hel pinform the Committee'sdecisions. Specificaly, the Committee
will have information concerning: the actual 2006 student count (including the number of "at-risk"
students), the actual amount of local revenues available for the current fiscal year; and the actual
inflation rate for calendar year 2006 (which is applicable for FY 2007-08).
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FIVE-YEAR PROJECTION OF STATE FUNDING NEEDED FOR DISTRICTS TOTAL PROGRAM FUNDING

BASED ON PROJECTED ENROLLMENT PLUS CONSTITUTIONALLY REQUIRED INFLATIONARY INCREASES

(Dollar amountsreflected in millions unless other wise noted)

FY 2006-07 FY 2007-08 PROJECTIONSUSING LCS STAFF FORECAST
Appropriation Reguest FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11 FY 2011-12
PROJECTED FUNDING NEED:
Funded Pupil Count (FTE) <1> 750,306.8 758,599.7 759,535.7 768,902.7 778,873.4 789,205.5 803,545.7
Annual Percentage Change 1.2% 1.1% 1.2% 1.2% 1.3% 1.3% 1.8%
Multiplied by: Average Per-pupil Funding (NOT in millions) $6,376 $6,662 $6,656 $6,956 $7,262 $7,567 $7,809
Denver-Boulder Inflation Rate for Previous Calendar Year 2.1% 3.5% 3.4% 3.5% 3.4% 3.2% 3.2%
Annual Percentage Change in Base <2> 3.1% 4.5% 4.4% 4.5% 4.4% 4.2% 3.2%
Annual Percentage Change in Average <3> 3.4% 4.5% 4.4% 4.5% 4.4% 4.2% 3.2%
Districts Total Program Funding $4,783.7 $5,053.5 $5,055.6 $5,348.3 $5,656.0 $5,971.7 $6,274.8
Annual Percentage Change 4.6% 5.6% 5.7% 5.8% 5.8% 5.6% 5.1%
PROJECTED STATE AND LOCAL SHARES:
Local Share<4> $1,743.4 $1,822.7 $1,810.7 $1,856.6 $1,907.5 $1,960.6 $2,054.1
Annual Percentage Change 2.5% 4.6% 3.9% 2.5% 2.7% 2.8% 4.8%
Remainder: State Share<4> $3,040.3 $3,230.7 $3,245.0 $3,491.7 $3,748.5 $4,011.1 $4,220.7
Annual Percentage Change 5.9% 6.3% 6.7% 7.6% 7.4% 7.0% 5.2%
ANNUAL INCREASE IN STATE SHARE:
Required Increase in State Share $169.5 $190.4 $204.7 $246.7 $256.8 $262.6 $209.6
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FIVE-YEAR PROJECTION OF STATE FUNDING NEEDED FOR DISTRICTS TOTAL PROGRAM FUNDING
BASED ON PROJECTED ENROLLMENT PLUS CONSTITUTIONALLY REQUIRED INFLATIONARY INCREASES
(Dollar amountsreflected in millions unless other wise noted)

Notes:

<1> Projected funded pupil counts are based on Legislative Council staff's December 2005 estimates, as well as on legislation adopted during the 2006 Session.
Specifically, projections for FY 2006-07 and subsequent fiscal yearsinclude an increase of 2,000 slots for the Colorado Preschool and Kindergarten Program,
offset by a decrease of 128 full-day kindergarten pilot program slots.

<2> For purposes of this projection, it is assumed that the General Assembly will provide funding sufficient to increase the base per-pupil funding amount by

the Denver-Boulder inflation rate for the previous calendar year plus one percent (for FY 2007-08 through FY 2010-11), and by inflation for FY 2011-12; these

are the minimum increases required by the State Constitution. The annual percentage change in base per pupil funding for fiscal years 2007-08 through FY 2011-12
isthus based on Legidative Council staff's September 2006 projections of inflation for calendar years 2006 through 2010.

<3> The annual percentage change in average per pupil funding may be higher or lower than the change in base per pupil funding depending on how much the
various factorsin the statutory formula affect base per pupil funding for individual school districts. For purposes of this analysis, staff assumes that for fiscal years
2007-08 through 2011-12, average per pupil funding will increase at the same rate as base per pupil funding.

<4> Projected local share datais based on Legislative Council staff's Spring 2006 estimates. Such estimates have been reduced by amounts which will not be

collected as aresult of locally-negotiated business incentive agreements. Thus, the State Share figures include amounts estimated to be necessary to offset the impact
of locally-negotiated business incentive agreements.
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1.  CONTINUING EROSION OF THE LOCAL SHARE OF FUNDING FOR SCHOOLS

Two constitutional provisionslimit property taxesin Colorado: the Gallagher Amendment and the
Taxpayer's Bill of Rights (TABOR). These two provisions have caused property taxes to increase
at a dower rate than they otherwise would -- particularly for homeowners. In fact, Colorado
residential property taxes are 2nd lowest in the nation’.

The Gallagher Amendment, part of a property tax reform measure referred by the legislature and
approved by the votersin November 1982, requiresthat the residential assessment rate be adjusted
periodically to ensure that the proportion of assessed valuation attributable to residential versus
nonresidential property remains the same [see Article X, Section 3 (1) (b) of the Colorado
Consgtitution]. Under current law, property in Colorado is reassessed on a two-year cycle in odd-
numbered years. Thus, the residential assessment rate is adjusted every two years. Under the
Gallagher amendment, whenever residential property values rise faster (or fall slower) than
nonresidential values, theresidential assessment rateislowered. Since 1982 thestatewideresidential
assessment rate has declined from 30.0 percent to 7.96 percent.

Please note that the residential assessment rate is determined based on total statewide property
values, and is thus largely determined based on changes in property values along the front range.
The impact of the Gallagher amendment on property tax revenues for an individua jurisdiction
depends on the areal's mix of residential and non-residential property.

From 1987 (when the Gallagher amendment first affected the residential assessment rate) to 2005,
while actual statewide residential property values increased nearly five-fold (an increase of 365.5
percent), the portion of residential property value that has been taxed has doubled (an increase of
105.9 percent). In contrast, the statewide assessed value of non-residential property has increased
faster than actual values (118.4 percent increase compared to 106.6 percent, respectively). These
changes are detailed in the following table.

Changesin Actual and Assessed Property Values. 1987 to 2005
Actual Values ($ millions) Assessed Values ($ millions)
Property Type 1987 2005 % Change 1987 2005 % Change
Residentia $89.3 $416.0 365.5% $16.1 $33.1 105.9%
Non-residential 575 118.9 106.6% 17.2 375 118.4%
Total 146.9 534.8 264.1% 333 70.6 112.3%

Source: Department of Local Affairs, Division of Property Taxation: 2005 Annual Report, Table 9.

The chart on the following page illustrates the relationship between changes in the actual value of
property statewide and changesin the residential assessment rate.

’ Josh Harwood, Legislative Council Staff. "Colorado's Tax Structure & State Rankings”,
Presentation to the 2005 Interim Committee on School Finance (August 2, 2005).
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The 1982 property tax measure has shifted the property tax burden from homeownersto businesses.
Specifically, although 77.8 percent of actual statewide property valuerelatesto residential property,
only 46.9 percent of statewide assessed property value relates to residential property. Based on
estimates prepared by the Department of Local Affairs, Division of Property Taxation, the Gallagher
amendment has resulted in property tax savings for homeowners totaling $10.2 billion over 18
years’. This figure is calculated based on what homeowners would have paid if the residential
assessment rate had remained at 21 percent. Please note, however, that the vast majority of these
savings are attributable to years following the adoption of TABOR. Thus, it is important to
understand the interaction between TABOR and Gallagher.

Prior to the adoption of TABOR in 1992, local governments could generally collect and spend the
same amount of property tax revenue each year. When the total taxable value of property increased
substantially, the mill levy would be decreased; when thetotal taxable value of property decreased,
the mill levy would be increased. The mill levy changed each year based on the revenue required
to support local services, with ageneral statutory limit of 5.5 percent on annual increasesin property
tax revenues. Thus, property taxes provided a stable source of revenue that was not generally
affected by changes in economic conditions (unlike sales or income taxes).

With regard to school district property taxes, TABOR reduced the General Assembly's role in
determining school finance property tax revenuesand it hasresulted in alarge variation in districts
mill levies. Priorto TABOR, the General Assembly set property taxesfor school operationsthrough
the School Finance Act (e.g., directing the Department of Education to set amill levy sufficient to
raise a particular dollar amount of property taxes or to target a specified percentage state share or
appropriation, or ssmply establishing auniform mill levy in statute). With the adoption of TABOR,
the General Assembly no longer actively controls the level of property taxes available for schools
each year. School districts are now required, under Section 22-54-106, C.R.S., to levy the same
number of millsfrom year to year, unlessthemill levy would raise more property taxesthan TABOR
permits (inflation plus the percentage change in district enrollment). In this case, the levy must be

8 Department of Local Affairs, Division of Property Taxation, 2005 Annual Report, Table 8.
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reduced to avoid exceeding the property tax revenuelimit -- evenif adistricts votershave authorized
the district to spend revenues which exceed the TABOR limit. Thus, TABOR restricts the amount
that each local government's property taxes may increase each year and requires voter approval for
most tax rate increases.

Due to the combined effects of Gallagher and TABOR, the average statewide mill levy for school
financedecreased from 38.264in 199110 21.371in FY 2006-07. Mill levieshave also becomequite
disparate, ranging from 1.571 mills (Las Animas - Primero) to 40.080 mills (Washington - Lone
Star). In addition to creating a large variation in districts mill levies, the current method for
determining school district property taxes has caused the local share of funding for public school
finance to grow at a slower rate than total program funding, requiring a greater state subsidy each
year that does not necessarily relate to districts wealth. The approva of Amendment 23 in 2000
accelerated this phenomenon by requiring total program funding to grow at arate that exceeds the
TABOR limit. The following chart depicts the annual change in the local and state shares of
districts total program funding, and compares these rates of growth to the rate of growth in total
program funding.

Annual Change in Local Share, State Share, and Total Program Funding
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In addition to the overall increase in the state share of districts' total program, it isimportant to note
that increases in the state share of funding for individual districts are not necessarily related to
changes in the relative wealth of the district. Asdetailed in the table on the following page, seven
of theten districts with the lowest mill leviesin the state receive more than 50 percent of their total
program funding from the state, and the state share for five of these districtsis higher than the state
average of 62.8 percent. Asrecently as FY 1997-98, the Aspen school district was funded almost
entirely from local revenues; the state is now paying for more than 25 percent of Aspen's total
program funding.
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District

Gilpin

Pitkin - Aspen

Garfield - Rifle

Las Animas - Primero
Rio Blanco - Rangely
LaPlata- Ignacio
Garfield - Parachute

San Miguel - Norwood
San Miguel - Telluride

LaPlata- Durango

The Ten School Districts With the Lowest Mill Levies
2005 Mill Levy (mills) | FY 2005-06 State Share
2.347 56.1%
2.784 69.8%
3.322 75.1%
3.909 75.3%
4.464 55.9%
4.885 28.7%
5.490 75.7%
6.053 21.4%
6.208 74.5%
7.312 45.3%

Dueto constraints on the amount of local tax revenuesthat are availablefor school finance, the state
share of funding for districts total program is projected to continue to increase. Asdetailed inthe
following table, staff estimates that if the local share of districts total program funding were to,
instead, increase at the same rate as total program funding every year, atotal of $733.8 millionin
state funding would be available for other purposes over the next five years.

Calculation of Additional State Funding Required Dueto Constraintson Local Funding ($ millions)

FY 07-08 FY 08-09 FY 09-10 FY 10-11 FY 11-12 | Cumulative
Current Projections

Total Program Funding $5,055.6  $5,348.3  $5,656.0 $5,971.8  $6,274.8 $28,306.5
Annual Percent Change 5.7% 5.8% 5.8% 5.6% 5.1%
Less: Loca Share $1,810.7 $1,856.6 $1,907.5 $1,960.6 $2,054.1 $9,589.5
Annual Percent Change 3.8% 2.5% 2.7% 2.8% 4.8%
Equals State Share $3,244.9 $3,491.7 $3,748.5 $4,011.2 $4,220.7 $18,717.0
Annual Percent Change 6.7% 7.6% 7.4% 7.0% 5.2%

M odified Projections, Assuming L ocal Share Increases at Same Rate as Total Program Funding

Total Program Funding $5,055.6  $5,348.3  $5,656.0 $5,971.8  $6,274.8 $28,306.5
Annual Percent Change 5.7% 5.8% 5.8% 5.6% 5.1%
Less: Local Share $1,843.8  $1,9505  $2,062.7 $2,1779  $2,288.4 $10,323.3
Annual Percent Change 5.7% 5.8% 5.8% 5.6% 5.1%
Equals State Share $3,211.8  $3,397.8  $3,593.3  $3,7939  $3,986.4 $17,983.2
Annual Percent Change 5.6% 5.8% 5.8% 5.6% 5.1%

Reduction in Required

State Shareif Local Share Wereto Keep Pace with Overall Increases

($33.1)

($93.9)  ($155.2)

($217.3)

($234.3) ($733.8)
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1. FUND SOURCES AVAILABLE FOR THE STATE SHARE OF DISTRICTS TOTAL PROGRAM
FUNDING

There are three sources of state funding available to the General Assembly to comply with the
constitutional requirementsrelated to funding for public schools: the State Public School Fund, the
State Education Fund, and the General Fund. Each of these fund sources is discussed below.

State Public School Fund

The State Public School Fund (SPSF) is the smallest source of revenue available for public school
finance. The SPSF receives revenues from four primary sources’, discussed below.

1 Federal Mineral Lease Revenues. Federal funds received by the State for sales, bonuses,
royalties, and rentals of public lands within the State are also credited to the SPSF. These
revenues, called "federal mineral lease revenues’, are primarily derived from coal, gas, and
oil, and most revenues are earned from federa lands on the Western Slope. Due to
production and price changes, federal mineral |easerevenuescanvary significantly fromyear
to year, and are therefor difficult to project. Both Department and Joint Budget Committee
staff rely, inpart, on staff at the Department of Local Affairsto providefederal mineral lease
revenue projections for purposes of estimating federal funds that will be available in the
SPSF. Federa mineral lease revenues are distributed through a complex statutory formula
for the benefit of public schools, local governments, and the Colorado Water Conservation
Board Construction Fund.

InFY 2005-06, feder al miner al leaser evenuesallocated tothe State Public School Fund
($69.3 million) represented 66 per cent of total SPSF revenues. Thisrepresentsmorethan
athree-fold increase compared to annual |ease revenuesin the late 1990s. The Governor's
request is predicated on these revenues increasing to $100.0 million in FY 2007-08.

2. Interest and Income Earned on the Public School Fund. Section 3 of Article IX of the
Colorado Constitution establishes the "Public School Fund" (often referred to as the
"Permanent” School Fund). Thisfund consists of proceeds from lands that were granted to
the State by the federal government for educationa purposes (usually referred to as "state
trust lands' or "public school lands"). The Public School Fund is to remain intact, but all
interest derived from the investment and reinvestment of the Public School Fund is credited
to the "Public School Income Fund”, and then periodically transferred to the " State Public

° Please note that there are accounts and reserves within the SPSF that are required to be used for
specific purposes other than school finance, including: the Contingency Reserve [see Section 22-54-117,
C.R.S]; the School Capital Construction Expenditures Reserve [see Section 22-54-117 (1.5), C.R.S];
and "in-year cost recoveries' that the Department is required to allocate for the purpose of calculating the
academic growth of students for diagnostic purposes [see Section 22-54-114 (2.5), C.R.S]]. Further, the
Department is required to transfer to the SPSF, on a quarterly basis, amounts appropriated from the
Genera Fund for the state share of districts total program funding [see Section 22-54-114 (1), C.R.S.].
The SPSF thus serves as a flow-through account for much of the state funding for school finance.

Finally, the Department is required to transfer half of any unexpended balance at the end of each fiscal
year to the Colorado Comprehensive Health Education Fund. These portions of the SPSF are excluded
from the above discussion.
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School Fund" [Section 22-41-106, C.R.S.]. Moneysinthe State Public School Fund (SPSF)
arethen appropriated by the General Assembly for the state's share of districts total program
funding and other educational programs. Interest and other income earned on the Public
School Fund currently provides the second largest source of annual revenue to the SPSF.
Pursuant to S.B. 03-248 [ Section 22-41-102 (3), C.R.S.], however, the maximum amount of
interest earnings that may be expended annually is $19.0 million (this comparesto earnings
of $22.8 millionin FY 2005-06). Interest and other incomeear ned on the Public School
Fund represented 18 percent ($19.4 million) of SPSF revenuesin FY 2005-06.

Rental Income Earned on Public School Lands. About 11 per cent of annual revenuesto
the SPSF ($12.0 million in FY 2005-06) come from rental income earned on public
school lands, including mineral royalties, grazing fees, land sales, timber sales, and interest
earnings. A portion of the revenues are transferred to the SPSF, and the remainder is
transferred to the Public School Fund. Pursuantto S.B. 05-196 [ Section 36-1-116 (1) (a) (11),
C.R.S]; the amount annually transferred to the SPSF is limited to $12.0 million (this
compares to revenues of $12.5 million in FY 2005-06).

Didtrict Audit Recoveries. The balance of annual revenuesto the SPSF ($4.6 million in
FY 2005-06) come from amounts recovered by the Department pursuant to school
district audits. Prior to FY 1997-98, these amounts were simply deposited into the General
Fund.

Based on projections of SPSF revenues, staff has estimated the amounts avail able for appropriation
in FY 2006-07 and FY 2007-08. Dueto higher than anticipated revenuesin FY 2005-06, the Fund
has reserves totaling $18.2 million that could be appropriated for FY 2006-07 (if the Department
requires additional fundsfor the School Finance Act) or for futurefiscal years. [A history of SPSF
revenues is provided at Appendix C.]

State Education Fund

The State Education Fund consists of approximately 7.4 percent of annual state income tax
revenues'®, plus any interest earned on the fund balance. The General Assembly may annually
appropriate moneys from the State Education Fund for the following education-related purposes:

to comply with the requirement to annually increase base per pupil funding for public school
finance, aslong asitisin addition to the required increasesin General Fund appropriations;
to comply with the requirement to annually increase funding for categorical programs;

for accountable education reform;

for accountable programs to meet state academic standards;

for class size reduction;

for expanding technology education;

19 Constitutionally, revenues collected from atax of one-third of one percent on federal taxable

income are required to be deposited into the State Education Fund. Given the current state income tax
rate of 4.63 percent, this equates to 7.20 percent of revenues. However, due to certain state tax credits
which reduce federal taxable income, deposits to the State Education Fund actually represent a dightly
larger percent of actual income tax revenues (an estimated 7.4 percent for FY 2005-06).
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. for improving student safety;

. for expanding the availability of preschool and kindergarten programs;
. for performance incentives for teachers,

. for accountability reporting; or

. for public school building capital construction.

State Education Fund revenues are not subject to the TABOR limitation on fiscal year spending, and
appropriations from the State Education Fund are not subject to the six percent statutory limitation
on state General Fund appropriations.

Assummarized in the following table, the General Assembly appropriated atotal of $345.8 million
from the State Education Fund for FY 2006-07. Thiscomparesto $388.3 million in projected fund
revenues. Appropriations from the State Education Fund exceeded fund revenues for three years
(shortfallsof $96.0 millionin FY 2002-03, $59.9 million for FY 2003-04, and $24.2 millionfor FY
2004-05). Whilethese actionsassisted the General Assembly in balancing the General Fund budget
in each fiscal year, they resulted in a declining State Education Fund balance. Specificaly, at the
end of FY 2001-02, the fund balance peaked at close to $300 million; the fund balance declined to
$118.4 million by the end of FY 2004-05.

Of thetotal amount appropriated from the State Education Fund for FY 2006-07, $334.9 million (97
percent) was appropriated for constitutionally required inflationary increases in statewide base per
pupil funding and state funding for categorical programs. The remaining $10.8 million was
appropriated for capital construction programs and for eight other programs. [A complete history
of appropriations from the State Education Fund is provided in Appendix D.]

FY 2006-07 Appropriations from the State Education Fund
Constitutionally-Required Inflationary I ncreases:
Public School Finance, State Share of Districts Total Program Funding $308,628,360
Categorical programs (various line items) 26,315,507
Subtotal 334,943,867
Other Programs:
Charter school capital construction (S.B. 01-129) 7,800,000
Aid for declining enrollment districts with new charter schools (H.B. 06-1375) 1,000,000
Summer school grant program (S.B. 01-129 and H.B. 06-1375) 1,000,000
Facility summer school grant program (H.B. 02-1349 and H.B. 06-1375) 500,000
Civic education (S.B. 05-200) 200,000
Family literacy education grant program (H.B. 02-1303 and H.B. 06-1375) 200,000
National credential fee assistance (H.B. 02-1349) 100,000
Financial literacy resource bank and technical assistance (H.B. 04-1360) 40,000
Colorado History Day (H.B. 04-1202) 10,000
Subtotal 10,850,000
GRAND TOTAL $345,793,867
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General Fund

Although moneys available in the State Public School Fund and the State Education Fund may be
used to provide a portion of the funding required for districts total program and for categorical
programs, the state General Fund has always been and will continue to be the primary source of
funding for this purpose. Currently, the General Fund provides 87 percent of the state funding for
both districts total program funding and categorical programs. Based on projectionsof moneysthat
will be available in the State Public School Fund and the State Education Fund in future years, staff
estimates that the General Fund will need to continue to support about 87 percent of the state share
of districts total program and categorical programs over the long term.

For purposes of providing a historical perspective, the following table summarizes annual
appropriationsfor the state share of school districts total program funding since FY 1994-95 (when
the current School Finance Act was adopted). From FY 1994-95 to FY 2000-01, the compound
annual growth rate in General Fund appropriations for districts total program funding was 6.13
percent. Thiscomparesto acompound annual growth rate of 5.02 percent for the six yearsfollowing
the passage of Amendment 23 (FY 2001-02 through FY 2006-07).

Recent History of Appropriationsfor the State Share of Districts' Total Program Funding
State Public
Annual School Fund/ Annual Annual

Fiscal % State Education % %

Y ear General Fund Change Fund Change Total Funds Change
1994-95 $1,393,562,842 $34,016,762 -36.87% $1,427,579,604
1995-96 1,469,655,920 5.46% 56,613,541 66.43% 1,526,269,461 6.91%
1996-97 1,594,123,930 8.47% 53,580,360 -5.36% 1,647,704,290 7.96%
1997-98 1,689,946,178 6.01% 35,647,023 -33.47% 1,725,593,201 4.73%
1998-99 1,776,015,806 5.09% 74,830,202 109.92% 1,850,846,008 7.26%
1999-00 1,887,449,285 6.27% 42,685,306 -42.96% 1,930,134,591 4.28%
2000-01 1,974,673,211 4.62% 73,400,663 71.96% 2,048,073,874 6.11%
Passage of Amendment 23
2001-02 2,073,406,872 5.00% 156,629,363 113.39% 2,230,036,235 8.88%
2002-03 2,137,582,405 3.10% 346,960,158 121.52% 2,484,542,563 11.41%
2003-04 2,247,917,791 5.16% 379,156,261 9.28% 2,627,074,052 5.74%
2004-05 2,342,782,148 4.22% 401,122,658 5.79% 2,743,904,806 4.45%
2005-06 2,483,349,077 6.00% 387,880,199 -3.30% 2,871,229,276 4.64%
2006-07 2,649,049,913 6.67% 391,252,831 0.87% 3,040,302,744 5.89%
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Maintenance of Effort Requirement. Section 17 of Article1X of the Colorado Constitution requires
the General Assembly to annually increase the General Fund appropriation for the state share of
districts total program by at |east five percent annually through FY 2010-11. This"maintenance of
effort” requirement, however, does not apply in any fiscal year in which Colorado personal income
grows less than 4.5 percent between the two previous calendar years™. While the maintenance of
effort requirement did not apply for FY 2002-03 through FY 2004-05, current estimatesindicate that
it will apply for FY 2006-07 through FY 2010-11. Please note that even though the five percent
maintenance of effort requirement did not apply for FY 2003-04, the General Assembly increased
the General Fund appropriation by more than five percent.

In addition to the General Fund maintenance of effort requirement, two other provisions place lega
limits on the General Assembly's authority to set the level of General Fund appropriations for total
program and categorical programs. First, Article IX, Section 17 (5) of the Colorado Constitution
statesthat moneys appropriated from the State Education Fund may not be used to supplant thelevel
of General Fund appropriationsthat existed on December 28, 2000 (the effective date of Amendment
23) for categorical programs and total program. The FY 2006-07 General Fund appropriation for
categorical programs exceeds this "floor" amount ($141,765,474) by $32.9 million. Thus, this
Genera Fund appropriation could be reduced. However, in order to continue to comply with other
provisionsof Amendment 23, another source of statefundingwould need to be appropriated to offset
such a reduction. With regard to total program, the FY 2006-07 General Fund appropriation is
$2,649.0 million, compared to an appropriation of $1,982.6 million that existed on December 28,
2000.

Second, the General Assembly isrequired to increase base per pupil funding and state funding for
categorical programs by at least inflation plus one percent each year through FY 2010-11, and by
inflation each year thereafter. Thus, the General Assembly needsto appropriate an amount of
General Fund for total program each year sufficient to ensurethat the General Assembly is
capable of providing therequired annual inflationary increases.

General Fund Appropriation I ncreases Required to Maintain Sate Education Fund Solvency. Staff
has utilized the model originally developed by Pacey Economics Group to estimate the impact of
various levels of General Fund appropriations on the solvency of the State Education Fund. The
model was updated by Legislative Council staff last January in order to submit astatutorily-required
report to the General Assembly. Subsequently, staff has further updated the model to reflect more
recent estimatesof inflation, State Education Fund revenues, and popul ation projections. The model
has also been updated to reflect appropriations and estimates of future spending from the State
Education Fund based on |legidlation passed in the 2006 Session. [Please note, however, that more
recent estimates of the funded pupil count and the local share of funding will be available later this
month. Thus, staff will prepare updated projections for the Committee early next year.]

Staff has prepared two funding scenarios, based on two different approaches to financing the state
share of funding for public schools. Both scenarios provide the same overall level of funding for
public schools (the minimum required under current law), and both assume the same level of local
funding in each fiscal year.

™ The determination of whether the General Fund maintenance of effort provision appliesto a
particular fiscal year is based on the Colorado personal income data that is released in December of that
same fiscal year.
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Scenario 1. Thefirst scenario is consistent with requests submitted by Governor Owensin recent
years, including the FY 2007-08 budget request. Under this scenario, the General Fund
appropriation for categorical programs does not increase in future fiscal years. Instead, the State
Education Fund is used to cover the full required increasein state funding for categorical programs
each year. In addition, the General Fund appropriation for districts' total program funding is
increased by the minimum amount allowed through FY 2010-11 (5.0 percent annually), unless a
greater increaseisneeded in aparticular year to providethe overall amount of state funding required
(i.e., the State Education Fund balance is depleted to the point that it cannot cover the required
increase). In FY 2011-12 and subsequent fiscal years, this scenario ssimply reflects the annual
increasein General Fund required each year (i.e., the General Fund appropriation could increase by
$0if the State Education Fund balance were adequate to cover therequired increasein state funding).

Scenario 1 requires relatively high expenditures from the State Education Fund in the short-term.
This, in turn, would cause the State Education Fund balance to decline so that by FY 2009-10, the
fund balance would be insufficient to cover the required increases in state funding. As aresult,
General Fund increases of 6.8 percent and 11.1 percent would be required in FY 2009-10 and FY
2010-11, respectively. For FY 2010-11, thiswould requirethat $365.4 million of the $477.5million
allowable increase in General Fund appropriations (76.5 percent) be devoted to K-12 education,
leaving $112.1 million for other state programs. Please note that Joint Budget Committee staff
recently projected that a minimum of $234.6 million will be required in FY 2010-11 to cover
expenditure increasesin the Medicaid program, corrections, higher education, human services, and
the Judicial Branch, aswell asto cover statewide employee salary and benefit increases. Under this
scenario, available funds would fall $122.5 million (52.2 percent) short of covering these needs.
Finally, this approach would also reduce the annual interest and investment income earned on the
State Education Fund balance.

Complying With Amendment 23:
Scenario 1 - M inimum Annual GF Increases
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Scenario 2: Thesecond scenario isconsistent with recommendations that have been made by Joint
Budget Committeestaff. Under thisscenario, General Fund appropriationsfor categorical programs
will increase proportionately infuturefiscal years(e.g., if total statefundingfor categorical programs
increases by 4.4 percent, General Fund appropriationsalso increase by 4.4 percent). Inaddition, the
annual General Fund appropriationfor districts total program fundingwill increase steadily toavoid
the need for any one year increase that is significantly in excess of six percent.

Scenario 2 requiresincreasesin Genera Fund appropriations of about 6.4 percent annually through
FY 2016-17, when pupil enrollment increases are projected to peak. This scenario not only avoids
the unmanageable General Fund increase otherwise required in FY 2010-11, it maintains a State
Education Fund balance of at least $150 million. This balance can serve as a'rainy day fund" for
periods of economic downturn (asit did from FY 2002-03 through FY 2004-05), or for those periods
of relatively high inflation (such as FY 2002-03). Thisfund balance, particularly if it is sustained
and predictable, allows the State Treasurer to earn greater interest and investment income; these
earnings are exempt from TABOR and the six percent limit on General Fund appropriations.

Complying With Amendment 23:
Scenario 2 - Smoothing Out the Annual GF I ncreases
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V. PLANSFOR COMPLYING WITH CONSTITUTIONAL FUNDING REQUIREMENTSIN FUTURE
FISCAL YEARS

In enacting the provisions of Amendment 23, the General Assembly declared the following with
respect to the funding increases required by Amendment 23 and the potential impact of such
increases on other state programs and services.

"Inenacting legislation to implement section 17 of article1X of the state constitution,
it isthe duty, intent, and legislative prerogative of the general assembly to mitigate
any adverse impact that the state education funding requirements of said section 17
of articleI X may haveonthefinancial condition of the state and other state programs
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and services by ensuring that moneys are credited to the state education fund,
invested whilein the fund, and expended from the fund in a manner that will ensure
that the fund remains viable and that fund moneys will always be available to meet
a significant portion of the long-term state education funding requirements of said
section 17 of article IX." (emphasis added) [Section 22-55-101 (3) (c), C.R.S]

Following the adoption of Amendment 23, the Pacey Economics Group prepared a report at the
request of the Legislative Audit Committee concerning the implementation of Amendment 23"
This report described the model that Pacey developed to project future funding requirements for
education. The model was designed to allow policymakers to determine the future impact of
decisions about: (a) the level of Genera Fund appropriation for education; and (b) the level of
appropriations from the State Education Fund for discretionary purposes. This report included a
variety of funding scenarios, using different economic assumptions; the primary scenarios are
described below:

. 5.0 Percent Annual General Fund Increases. The model predicted that if General Fund
appropriationsfor school financeonly increased by 5.0 percent annually, the State Education
Fund would becomeinsolvent (by FY 2015-16) even if no moneys were appropriated from
the State Education Fund for discretionary purposes. [Please note that the actual compound
annual growth rate of General Fund appropriations for school finance from FY 2000-01 to
FY 2006-07 is5.02 percent. In addition, the General Assembly has appropriated atotal of
$110 million to date from the State Education Fund for purposes other than school finance
and categorical programs -- an average of $18 million per year.]

. 5.6 Percent Annual General Fund Increases. The model predicted that if General Fund
appropriationsfor school financeincreased by 5.6 percent annually, the State Education Fund
would remain solvent unless there was a significant economic slowdown. In addition, the
General Assembly could spend up to $50 million per year from the State Education Fund for
discretionary purposes without adversely impacting the solvency of the Fund (unless there
was a significant economic slowdown). [Please note that as the actual compound annual
growth rate of General Fund appropriationsfrom FY 1993-94 through FY 2000-01 wasover
Six percent, thisappeared to be areasonabl e and manageablelevel of General Fund support.]

. 6.0 Percent Annual General Fund Increases. The model predicted that if General Fund
appropriationsfor school financeincreased by 6.0 percent annually, the State Education Fund
would remain solvent even if therewasasi gnificant economic slowdown. Inaddition, given
thislevel of General Fund support, the General Assembly could spend up to $50 million per
year from the State Education Fund for discretionary purposes without adversely impacting
the solvency of the Fund.

Thus, prior tothe economic downturn, it wasclear that the General Assembly would needtoincrease
the General Fund appropriation for school finance by more than 5.0 percent to ensure it is capable
of providing therequired funding increases over thelong-term. During the economic downturn, the
Genera Assembly relied heavily on the State Education Fund to allow it to comply with

12 pacey Economics Group, "Amendment 23: Economic Modeling for Decision Makers",
(February 2001).
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constitutional funding requirements and mitigate the need for even greater cuts in General Fund
support for other program areas. As aresult, however, staff is now projecting that General Fund
appropriations for education will need to increase by an average of at least 6.4 percent annually
through FY 2016-17.

Given these projections, staff recommends that the Committee discuss their long-term plan for
complying with constitutional funding requirements for K-12 education. Specifically, does the
Committee intend to increase Genera Fund appropriations at a sufficient, steady rate in order to
avoid the need for an increase in a future fiscal year that significantly exceeds the allowable six
percent annual increase? Further, does the Committee intend to maintain a balance in the State
Education Fund to ensure that the General Assembly is capable of providing the required increases
during a future economic downturn? Staff has listed below some advantages and disadvantages
associated with maintaining a significant balance in the State Education Fund:

Advantages:

. A balance in the State Education Fund can serve as a "rainy day fund" during an economic
downturn (asit did from FY 2002-03 through FY 2004-05), or in those fiscal years when
enrollment and inflation requireincreasesin excess of six percent (e.g., FY 2001-02 and FY
2002-03).

. A balance produces greater interest and investment income. This income is exempt from
TABOR and the six percent limit on General Fund appropriations, thus making it easier for
the General Assembly to comply with educational funding requirements under existing
spending and revenue limitations (i.e., in thelong-term, thiswould reduce the General Fund
increases needed for education).

Disadvantages:

. Unlike the Public School Fund (often called the "Permanent Fund"), the General Assembly
is authorized to appropriate moneys from the corpus of the State Education Fund. As
demonstratedinthelast several years, the higher the State Education Fund balance, the more
difficult it isto control discretionary spending from the State Education Fund.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF EDUCATION

| SSUE:

Thisissue brief describesthe existing structure of and the problems associated with the State Public
School Fund.

SUMMARY:

a The existing structure of the State Public School Fund unnecessarily complicates
appropriations and accounting processes.

a Although staff has not yet devel oped a solution that addresses all of the problems associated
with the existing structure, staff hasidentified acouple of minor statutory modificationsthat
would begin to address some of the problems.

RECOMMENDATION:

Staff recommendsthat the Committee consider introducing legislation to modify the structure of the
State Public School Fund, including: establishing the Contingency Reserve and the School Capital
Construction Expenditures Reserve as separate and distinct funds; eliminating the off-budget
mechanism for funding longitudinal analyses; and requiring that the costs of publishing school laws
be paid from the State Public School Fund, rather than the Public School Income Fund.

DISCUSSION:

Existing Fund Structure
Asdescribedinthepreviousissuebrief, the State Public School Fund (SPSF) recelvesrevenuesfrom
the following four primary sources:

1 Federal Mineral Lease Revenues - A portion of the federal funds received by the State for
sales, bonuses, royalties, and rentals of public lands, primarily derived from coal, gas, and
oil are credited to the SPSF.

2. Interest and Income Earned on the Public School Fund - Pursuant to Article IX, Section 3
of the Colorado Constitution, the interest and other income earned on the Public School
Fund, "... shall be expended in the maintenance of the schools of the state, and shall be
distributed amongst the several counties and school districts of the state, in such manner as
may be prescribed by law". Interest and other income derived from the investment and
reinvestment of the Public School Fund is credited to the Public School Income Fund, and
then periodically transferred to the State Public School Fund. Pursuant to Section 22-41-102
(3), C.R.S,, themaximum amount of interest earningsthat may be expended from the Public
School Fund annually is $19.0 million.

3. Rental Income Earned on Public School Lands - Rental income earned on public school
landsincludes minera royalties, grazing fees, land sales, timber sales, and interest earnings.
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Pursuant to Section 36-1-116 (1) (a) (1), C.R.S., theamount annually transferred to the SPSF
islimited to $12.0 million.

4, District Audit Recoveries. Amountsrecovered by the Department pursuant to school district
audits are credited to the SPSF.

In addition, the Department is required to transfer to the SPSF, on a quarterly basis, amounts
appropriated fromthe General Fundfor the state shareof districts total program funding [ see Section
22-54-114 (1), C.R.S.]. The SPSF thus serves as a flow-through account for al of the state funds
appropriated for school finance, except those that are appropriated from the State Education Fund®.
At theend of each fiscal year, the Department isrequired to transfer half of any unexpended balance
of moneys appropriated in the SPSF to the Colorado Comprehensive Health Education Fund (the
remaining amount is retained in the SPSF).

For FY 2006-07, the General Assembly has appropriated moneysfrom the State Public School Fund
asfollows:

. $82,624,471 for the State Share of Districts Total Program Funding (asdetailedin Long Bill
letternotes, this amount includes. $51,539,420 from federal mineral lease revenues,
$19,000,000 in interest earnings, $9,527,356 from rental income, $2,000,000 in audit
recoveries, and $557,695 from SPSF reserves)

. $2,472,644 for the state match for thefederal school lunch program (thisamount isidentified
in the Long Bill letternote as rental income that is credited to the SPSF)

. $531,580to reimburse certain districtsfor supplemental on-line educati on courses (pursuant
toH.B. 06-1008 thisamount is specifically appropriated from federal mineral leaserevenues
transferred to the SPSF)

TheGeneral Assembly hasalsoincluded an appropriation of $35,480 from the Public School Income
Fund for the Department to publish and distribute education-rel ated laws, asrequired by Section 22-
2-112 (1) (i), C.R.S. [Staff has learned, however, that this appropriation will need to be adjusted
through a supplemental bill so that the total amount of rental income appropriated does not exceed
$12 million.]

The chart on the following page attempts to illustrate the flow of revenues into the State Public
School Fund, and how these moneys are appropriated for school finance.

13 Staff recently learned, however, that for purposes of reporting the amount of total program
funding paid to each school district, the Department functionally disburses State Education Fund moneys
that are appropriated for the State Share of Districts Total Program Funding through the SPSF.
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Sour ces of Fundsfor Districts Total Program Funding
(FY 2006-07 Appropriations)

Public School Fund: School Trust Land Rental Income:
Interest and investment income Mineral, agricultural, and rights-of-way leases; timber sales
($19.0M cash funds exempt) ($9.5M cash funds)

Also, $2,472,644 appropriated
for school lunch program, with
amount above $12.0M to
Public School Fund

Also, $35,480 appropriated for
printing of school laws

District Audit Recoveries
($2.0M cash funds exempt)

Public School I ncome Fund

Mineral Leasing Fund:
K-12 share of federal mineral leasing revenues
($51.5M cash funds exempt)

Also, $531,580 appropriated
for supplemental on-line
programs

Staﬁiig:;?::gﬂi;nd: State Public School Fund State General Fund
($308.6M cash funds exemp) ($82.6M total funds) A ($2,649.0M General Fund)

GF transferred to and
expended from State Public
School Fund

Local Share of Funding:
Property and specific ownership taxes
($1,743.4M -- NOT appropriated)

State Shar e of Funding
($3,040.3M total funds)

Districts Total Program Funding
($4,783.7M total funds)
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In addition to the above-described revenue sources and appropriations, there are accounts and
reserves within the SPSF that are required to be used for other specific purposes, including the
following:

The Contingency Reserve [see Section 22-54-117, C.R.S|] is an account within the SPSF
fromwhich the State Board isauthorized to approve paymentsto assi st school districtsunder
certain circumstances (e.g., financial emergencies caused by an act of God). Revenue
sources for this account include General Fund appropriations as well as moneys received
from school districts that are required to reimburse the State for supplemental assistance
received from the Contingency Reserve.

The School Capital Construction ExpendituresReserve[see Section 22-54-117(1.5), C.R.S]
is one of two funds that were created for purposes of providing state assistance to school
districts for capital construction expenditures. Pursuant to S.B. 00-181 (and as part of the
Giardino lawsuit settlement), the General Assembly isrequired to appropriateatotal of $105
million from the General Fund over an eleven-year period to this Reserve for capita
expendituresof school districtsthat: (a) addressimmediate safety hazardsor health concerns,
(b) relieve excessive operating costs created by insufficient maintenance or construction
spending; or (c) relieve conditionsthat detract from an effectivelearning environment. Any
associated interest earnings are retained in this reserve.

Pursuant to Section 22-54-114 (2.5), C.R.S., the Department isrequired to annually earmark
up to $200,000 of the"in-year cost recovery" that directly relatesto the use of unique student
identifiers, and use this amount to fund longitudinal analyses of student assessment results
[see Section 22-54-114 (2.5), C.R.S.]. Thisallocation isto occur even if the Department
needs to request additional state funding to cover the costs of the State Share of Districts
Total Program. Thisfunding does not appear in the annual Long Bill and the Department's
annual budget request does not reflect the expenditure of these moneys. Unspent moneys
remain available in the SPSF.

Problems Associated with the Existing Fund Structure
Based on experience and discussions with staff at both the Department of Education and the State
Treasurer's Office, staff has identified some problems associated with the existing fund structure:

The complexity of the State Public School Fund makes it difficult and time-consuming for
accounting staff to reconcile annual revenues and expenditures.

Although the annual Long Bill includes letter notations to identify the assumptions
underlying theappropriation (i.e., theestimated sources of revenuesthat comprisean amount
appropriated from the SPSF), these revenue sources lose their identify once credited to the
SPSF. Asaresult, if thereis alimitation on the purposes for which a particular revenue
source may be expended, it is more difficult to demonstrate compliance.

ThePublic School Income Fund is currently statutorily administered by the State Treasurer's
Office. If moneys in this fund are appropriated to cover expenditures incurred by the
Department of Education (e.g., for publication of school laws), the fund should be modified
so that it isadministered by the Department of Education. Inaddition, if thisfund issimply
used to flow revenues through to the SPSF, it does not appear to serve any purpose.
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Recommended Structural Changes

Over the interim, staff researched some of the legal history related to the SPSF, and staff worked
with Education and Treasury staff to brainstorm potential solutions to the problems that have been
identified. Inthe long-term, staff recommends that the General Assembly consider modifying the
fund structure so that different revenue sources maintain their identity. To date, however, staff has
not identified a proposed structure that addresses the identified problems without creating new
problems. Staff has, however, identified a few proposed statutory changes that the General
Assembly could make in 2007 to begin to address some of the identified problems. Specifically,
staff recommendsthat the Committee consider introducing legislation to accomplish thefollowing:

. Establish the Contingency Reserve as afund that is separate and distinct from the SPSF.

. Establish the School Capital Construction Expenditures Reserve as a fund that is separate
and distinct from the SPSF.

. Eliminate the off-budget mechanism for funding longitudinal analyses (this action is aso
recommended in the next issue brief).

. Require that the costs of publishing school laws be paid from the SPSF, rather than the
Public School Income Fund.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF EDUCATION

| SSUE:
Thisissue brief concerns longitudinal analyses of student assessment results.
SUMMARY:

a Sincethefirst statewide assessments were administered in 1997, the General Assembly has
invested in and continuesto annually appropriate significant state resourcesfor the Colorado
Student Assessment Program (CSAP). The General Assembly has also directed the
Department to devel op the tool s and expertise necessary to perform longitudinal analyses of
student assessment results, and to provide diagnostic information to assist school districts,
schools, teachers, and parentsin improving students academic achievement and closing the
achievement gap.

a Since 2000, the Department has accomplished many of the assigned tasks necessary to
perform longitudinal analyses over the last five years. However, despite the provision of
state funding and clear statutory direction, the Department has not yet taken the steps
necessary to make longitudinal data useful to parents, teachers, or administrators.

RECOMMENDATION:

Staff recommends that the Committee require the Department to clearly describe the status of its
effortsto date, and specify the resourcesit needsto makelongitudinal datauseful to administrators,
teachers, and parents. Staff also recommends that the Committee introduce legislation to repeal
Section 22-54-114 (2.5), C.R.S,, effective July 1, 2007, thereby eliminating the off-budget
mechanism for funding longitudinal analyses.

DISCUSSION:

What is Longitudinal Analysis?

Pursuant to state and federal law, Colorado studentsin grades three through ten are required to take
statewide assessments in four subject areas'. These assessments are aigned with various content
standards, which are statements of what a student at aparticular grade level should know or be able
to doinaparticular academic area. The results of these assessments provide parents, teachers, and
administrators a snapshot of the student's proficiency in a particular subject area. Theseresultsare
used annually for purposes of holding schools and districts accountable by identifying the percent
of students performing at various levels of proficiency. The Department is required to assign an
overall academic performance rating to every public school every year based on the percentages of
its students that performed at each level of proficiency.

1% The Colorado Student Assessment Program (CSAP) requires every student in grades three
through ten to take assessmentsin reading, writing, and math, and it requires students in grades five,
eight, and ten to take a science assessment.
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Longitudinal analyses involve measuring an individual student's academic progressin a particular
subject area over time. Several elements need to be in place in order to perform longitudinal
analyses.

. unigue student identifiers

. student-level enrollment, demographic, and graduation data

. annual statewide assessments, aligned with state standards, that are comparable from one
year to the next

. valid and reliable data, and a data system with sufficient capacity

. expertise and analytical tools

Longitudinal analysis provides information to assist teachersin planning their instructional efforts,
and to school administratorsin eval uating teachersand identifying gapsin professional development
and other supportive services. In addition, longitudinal analysis provides information about every
student's academic growth, regardless of whether the student moves from one level of proficiency
to the next. Thus, it assists districts in focusing on those students who are currently performing in
the middle of a proficiency range -- those who are scoring extremely low or extremely high, and
those who are at the bottom end of arange. By using longitudinal data and analytical tools, one can
evaluate whether a student is on track to achieve aparticular level of proficiency in the future (i.e.,
what is a student's growth rate, and is it adequate?). Once sufficient datais available, longitudinal
analysescan also provideinformation that can help guide public policy. For example, it would alow
one to identify certain achievement levels or other factors that are present in middlie school that
indicate a student is likely to drop out in the future, or to identify what high school performance
indicators are the best predictors of a student's successin college.

General Assembly Interest in Longitudinal Analysis.

As summarized below, since 2000, the General Assembly has passed severa bills concerning
longitudinal analyses of student assessment results, and the provision of diagnostic information to
districts and schools for the purpose of improving instruction.

S.B.00-186:  Aspart of Governor Owen's education reform legislation, the Department was required to
implement and maintain the " state data reporting system", acomprehensive data collection
and reporting system designed to include all information needed for measuring student and
school performance, including: fiscal, student, program, personnel, facility, community, and
evaluation data. This hill also required the Department to develop the necessary
applicationsto providestatistical analysisof theinformation, aswell asoutput and reporting
formats to provide districts with diagnostic information for making academic and safety
environment decisions.

S.B.01-129:  Required the Department of Education to modify the state data reporting system to ensure
that the systemis capable of storing individual students annual assessment scores and can
be used to perform a variety of longitudinal analyses of individual student assessment
results, classroom assessment results, and entire school assessment results.

S.B. 02-59: Required the Department to ensure that CSAPs are designed to generate results that may be
used as diagnostic tools for improving student performance.

H.B. 02-1349: Established the Academic Growth Pilot Program to use students assessment scores over

time to measure students' academic growth. By FY 2005-06, required the Department to
annually assign academic growth ratings to districts, and to provide every district with
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S.B. 03-248:

H.B. 04-1433:

H.B. 05-1217:

H.B. 06-1109:

academic growth information reports for each enrolled student; and it required districts to
prepare academic growth profiles for each student for use by the student, and the student's
parents and teachers in helping the student to grow academically.

Added a provision to the statutory section concerning the State Public School Fund that
required the Department to annually "allocate up to $200,000 of the amount of the in-year
cost recovery occurring as a result of the use of unique student identifiers to fund
implementation of the academic growth pil ot program and the academi c growth program...".

Repealed the Academic Growth Pilot Program and school improvement measurement.
Instead, required the Department to choose an entity to develop a model to calculate
students' annual academic growth for diagnostic purposes. Directed the Department to
calculate the amount of each student'sand each school'sannual academic growthin reading,
writing, and mathematics. Required the Department to cal culate what constitutes sufficient
academic growth for each student for each school year, and directed the Department to
provide diagnostic academic growth information for each student and each public school.
Added the academic growth of students rating to the school accountability reports,
beginning with the 2003-04 school year.

Modified the provision concerning the cal culation of "sufficient academic growth" so that
rather than requiring targetsto be based on achieving proficiency by the end of 10th grade,
allowed the Department to select intermediate grade levels at which to project a student's
rate of academic growth, with the goal of achieving proficiency in reading, writing, and
mathematics by at |east the conclusion of the tenth grade. Eliminated the regquirement for
an annual audit of the process of preparing school accountability reports, and shifted the
associated appropriation of $150,000 to the longitudinal analyses line item.

Instructed the technical advisory committee to determine a method by which to identify
schoolsthat demonstrate the highest rate of student academic growthinaschool year toward
statestandardsfor proficiency. Directed the Department to providetechnical assistanceand
training to school districts and charter schools to assist them in interpreting and using
diagnostic academic growth information. Repealed language requiring all accreditation
indicators relating to statewide assessments to be consistent with the methodology used in
determining school academic ratings.

Department Accomplishments to Date.
Staff hasattempted to summarize bel ow the Department'saccomplishmentssince 2000 (staff hasnot
had an opportunity to actually meet with Department staff about this issue):

1 The Department has implemented and maintains a state data reporting system and since the
2001-02 school year, has stored individual student assessment results. In fact, it is staff's
understanding that Colorado's assessments are the longest continuously administered
assessments in the country. The Department has four years of assessment data that can be
used for performing longitudinal analysesand eval uating programsand services. Oneexpert
called thisthe "holy grail" for researchers.

2. The Department has developed a process for assigning individual student identifiersto all
students in public schools, including preschool children participating in the Colorado
Preschool and Kindergarten Program and disabled preschool children receiving special
education services. Inaddition, pursuant to S.B. 06-24, the Department hasworked with the
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Colorado Commission on Higher Education to ensure that these unique identifiers will be
used by Colorado higher education institutions.

Please note that the implementation of individua student identifiers has had other positive
impacts. For example, the Department isnow ableto identify duplicate pupil counts shortly
after districts submit student count data, thus allowing the General Assembly to adjust the
annual school finance appropriation in the middle of the fiscal year based on confirmed
duplications, rather than having the Department recover funds from districts in subsequent
fiscal years. Inaddition, thissystem hasfacilitated the Department's ability to track the prior
year funding status and related data for individual students, which helps the Department to
verify thefunding eligibility of on-line students and has made it possible for the Department
to report data such as the number of children that meet certain age-of-entry criteriaand the
number of students that repeat a grade level. Findly, the Department indicates that this
system has allowed it to decrease data and reporting burdens on districts by consolidating
data collections associated with pupil counts and assessments.

Asrequired by Section 22-7-604, C.R.S., the Department now assigns each school an annual
academic growth rating based on the proportion of students who make gains from one year
to the next (i.e., comparing students' scal e scores from one year to the next).

Asrequired by Section 22-7-604.3, C.R.S,, the Department has developed a"mixed effects
statistical model” to diagnostically calculate individual students academic growth. The
Department has cal culated what constitutes sufficient academic growth for each student for
each school year (i.e., how much growth needsto occur for that student to become proficient
by at least 10th grade). In addition, just last school year, the Department provided districts
and charter schoolswith electronic diagnostic growth information for each student enrolled
in each school, based on assessment results.

What is Yet to be Done?

Based on legidation passed to date, a review of available research, and discussions with certain
experts, staff believes that the Department needs to take further actions to make longitudinal data
useful to districts, schools and parents. Staff has attempted to describe several next steps below:

Provide technical assistance and training to schools and districts to assist personnel in
interpreting and using the diagnostic growth information provided. Assist smaller school
districtsand those lacking the technical expertise and/or resources by utilizing economies of
scale and provide a basic set of tools and reports to all school districts. If several school
districtsare using their own funding to purchase certain tools or expertise, evaluate whether
it would be cost-effective for the Department to purchase or provide such resources to al
districts. Develop some internal Department capacity to provide in-depth and timely
technical assistance -- particularly to those districts with the greatest achievement gaps.
Although Section 22-7-604.3 (5) (h), C.R.S,, indicates that the costs of such assistance and
training "shall be paid within existing appropriations’, it is not clear if thisis redlistic or
desirable.

Evaluate whether there is away to provide districts with better and more timely access and
control over data so that they can use the data most effectively. Continue to utilize open
architecture software and ensure that the data remains in the public domain.
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. Continue to pursue federal approval to utilize longitudinal data for setting annual student
achievement goals as required under federal law.

. Improve the format and usefulness of data and reports that are made available to students,
parents, and teachers.

. Utilize assessment data, as well as other available student data (including data from
preschool as well as post-secondary institutions) to evaluate which programs and services
are effective, and to determine what resources are necessary to for every student to achieve
proficiency before graduating. Determine whether additional student demographic data
could and should be incorporated into the data warehouse to provide useful information
about what is working and what is not.

Funding for Longitudinal Analyses.

Senate Bill 01-129 included an appropriation of $388,000 from the State Education Fund and 2.0
FTE for FY 2001-02 for the Department to implement an individual student identifier and make the
necessary modificationsto the state data reporting system. From FY 2002-03 through FY 2004-05,
the General Assembly appropriated $180,000 and 2.0 FTE annually for the ongoing administration
of thissystem, including validating state assigned student identification numberswith districts. For
FY 2005-06, dueto actual expenditures consistently falling short of the appropriation, Joint Budget
Committee staff recommended a decrease in the appropriation. The amount recommended
($124,651) wasbased on information provided by the Department concerning planned expenditures.
Subsequently, the General Assembly passed H.B. 05-1217, which eliminated the need for $150,000
expendituresrelated to the state datareporting system; thisbill included an appropriation clausethat
redirected these moneys to the longitudinal analyses lineitem.

Please note that in the past, thislineitem has also included funding for the Academic Growth Pilot
Program (originally created through H.B. 02-1349) to measureindividual students academic growth
over time. Theinitial appropriation that was provided for this program for FY 2002-03 from the
State Education Fund was eliminated mid-year due to delaysin program implementation. The FY
2003-04 Long Bill appropriation of $318,635 from the State Education Fund for this program was
subsequently eliminated through S.B. 03-248, and an alternate method of funding was authorized.

Specifically, aprovision was added to the statutory section concerning the State Public School Fund
[Section 22-54-114 (2.5), C.R.S.] that requiresthe Department to annually "allocate a portion of the
amount of the in-year cost recovery occurring as aresult of the use of unique student identifiersto
fund implementation of the academic growth pilot program and the academic growth program..."
The amount allocated for this purpose is capped at $200,000. Thus, under current law, the
Department is required to separately account for savings associated with student count issues and
to "earmark” up to $200,000 of any such savings to fund the calculation of academic growth. This
allocation isto occur even if the Department needs to request additional state funding to cover the
costsof the State Share of Districts Total Program. Thisfunding doesnot appear intheannual Long
Bill and the Department's annual budget request does not reflect related expenditures.

The table on the following page provides a detailed comparison of annual available funding and
actual expenditures for longitudinal analyses.
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Longitudinal Analyses of Student Assessment Results
Actual
Appropriation Funds Total Funds Available Expenditures
Available
State Fiscal Year Dollars FTE " Off-budget” Dollars FTE Dollars FTE
2001-02 $388,000 2.0 $0 $388,000 20 || $104,324 0.3
2002-03 180,000 2.0 0 180,000 2.0 143,995 2.0
2003-04 180,000 2.0 200,000 380,000 2.0 159,756 2.0
2004-05 180,000 2.0 200,000 380,000 2.0 179,560 1.7
2005-06 274,651 2.0 200,000 474,651 2.0 144,837 1.8
2006-07 277,124 3.0 na 277,124 3.0 na n/a
2007-08 (request) 277,124 3.0 n/a 277,124 3.0 n/a n/a

As detailed above, the Department has never spent the full amount of funding available for
performing longitudinal analyses. A year ago, staff raised this issue with the Committee and the
Committee included the following item on the Department's hearing agenda (#36):

"What is status of Department’ seffortsto perform longitudinal analysis of students
academic progress? What level of state funding does the Department require to
perform this analysis?"

In its hearing response, the Department did not provide any information about the actual cost of its
current activities funded by the "Longitudinal Analyses of Student Assessment Results' line item.
Theinformation provided by the Department in response to this question actually rel ated to another
line item, "School Accountability Reports and State Data Reporting System™. The Department
indicated that it would like to spend $100,000 in one-time funding and $250,000 in ongoing funding
to purchase additional COGNOS licenses and a COGNOS software tool kit. These items would
allow the Department to incorporate the longitudinal growth reports into the Colorado Education
Data Analysis Reporting System (CEDAR), thereby alowing for the development of very
customized report and allowing districts to perform further analysis on longitudinal growth data.
The Department subsequently confirmed that it planned to accomplish this task using existing
funding in the School Accountability Reports and State Data Reporting System line item.

Once again, the Department's FY 2007-08 budget request does not provide any information about
the status of its effortsto perform longitudinal analyses of students' academic progress, nor doesit
provideuseful information to determinewhat level of state funding the Department needsto provide
adequate technical assistance and training to schoolsand districts. Given theinterest the General
Assembly has demonstrated in longitudinal analyses of student assessment results, staff
recommends that the Committee require the Department to clearly describe the status of its
effortstodate, and to specify theresour cesit needsto makelongitudinal data useful to schools
and districts.

In addition, staff notesthat one reason the Department may not have spent the full amount available
each year is the awkward funding mechanism that was established through S.B. 03-248. The
Department does not know until about two-thirds of the way through the fiscal year whether the
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$200,000 will be available for longitudinal analyses. Of the $600,000 that has been available
through this funding mechanism over the last three fiscal years, the Department has only expended
$68,588 (including $8,760in FY 2003-04 and $59,828in FY 2004-05). In addition, in FY 2005-06,
the Department reverted $129,814 (47 percent) of the General Fund appropriated for longitudinal
analyses. Staff thusrecommends that the Committee introduce legislation to repeal Section

22-54-114 (2.5), C.R.S,, effective July 1, 2007, thereby eliminating this off-budget funding
mechanism.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF EDUCATION

INFORMATIONAL |SSUE:

Thisissuebrief providesan overview of the statutory formulas used to determine annual funding for
Colorado school districts.

SUMMARY:

a The primary source of funding for public schoolsin Colorado is provided pursuant to the
Public School Finance Act of 1994, as amended. The Act sets forth a complex funding
formula intended to provide for a "thorough and uniform system of public schools’, as
required by the state constitution.

a This statutory formula essentially involves two steps. (1) Establish a specific level of per
pupil funding for each school district that reflects variances in districts' costs of providing
educational services; and (2) Determine aspecific state and local share of funding for each
district.

a For FY 2006-07, districts are anticipated to receive an average of $6,376 per pupil. Thisper
pupil funding amount consists of $4,864 in "base" per pupil funding, plus $1,512 per pupil
related to variousfactorsthat are applied to the base through the School Finance Act funding
formula (atotal of $1,134.3 million statewide). In addition, for FY 2005-06, the General
Assembly allowed districtsto "count” 12,206 at-risk children in preschool programsand an
estimated 2,154 at-risk children in full-day kindergarten programs as full-day (versus half-
day) students. Thus, another $34.9 million in "base" funding is currently provided at the
discretion of the General Assembly to assist districts in providing preschool and full-day
kindergarten programs. Finally, districts are currently allowed to average up to four years
of pupil enrollment counts, allowing districts with declining enrollments to receive more
funding than they otherwise would (accounting for about $24.1 million in "base" fundingin
FY 2006-07).

a In summary, about 75 percent ($3.65 billion) of districts total program funding is directly
related to the "base” funding to which the constitutional inflationary increase applies, and the
remaining 25 percent ($1.14 billion) is related to other factors and elements of the School
Finance Act that have been put in place at the discretion of the General Assembly.

DISCUSSION:

THE PuBLIC SCHOOL FINANCE ACT OF 1994

Public schoolsin Colorado receive funding from avariety of sources. However, the primary source
of state and local funding is provided through the Public School Finance Act of 1994, as amended.
This legidlative declaration associated with the Act indicates that it was enacted "in furtherance of

the genera assembly's duty under section 2 of article IX of the state constitution to provide for a
thorough and uniform system of public schools throughout the state; that a thorough and uniform
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system requires that all school districts operate under the same finance formula; and that equity
considerations dictate that all districts be subject to the expenditure and maximum levy provisions
of [the Act]." The funds provided pursuant to the School Finance Act represent the financial base
of support for public education in each district; such funds are referred to as a district's "total
program”. With afew statutory exceptions®, districts have the discretion to determine the amounts
and purposes for which such moneys are budgeted and expended.

The Act thus sets forth a complex formula designed to ensure that all school districts are funded on
anequitablebasis. The General Assembly amendsthe Act each year to address changing state needs.
Essentially, this statutory formula provides a method for determining each school district's total
program funding using two steps. (1) establishing a specific per pupil level of funding for each
school district; and (2) determining aspecific state and local share of funding for each district. Each
of these stepsis described in detail below.

CALCULATION OF TOTAL PER PUPIL FUNDING FOR EACH SCHOOL DISTRICT

The first step in determining the amount of state funding required for K-12 education is the
calculation of total (state and local) funding for each individual school district. The Public School
Finance Act of 1994 established a per pupil funding formula. For each pupil, the formula provides
abaseamount of fundsplusadditional fundsassociated with variancesindistricts costsof providing
educational services. Theformulaalso providesadditional fundingfor districts "at-risk" pupils. The
basic formulafor alocating funds to school districts for FY 2006-07 is the greater of:

[(District Per Pupil Funding x (District Funded Pupil Count - District On-line
Pupil Enrollment)) + District At-Risk Funding + District On-line Funding]

-OR-

$5,865'° x District Funded Pupil Count]*’

Each of the components of the above formula are described in more detail below.

!> These exceptions, which are described more fully at the end of this issue brief, include:
instructional supplies and materials; capital reserves, insurance reserves, and other risk management
activities; at-risk funding; per pupil operating revenues for children participating in the Colorado
Preschool and Kindergarten Program; per pupil revenues for pupils enrolled in charter schools; and total
program funding associated with institute charter schools.

18 For FY 2006-07, no districts (down from two last year and seven two years ago) are
anticipated to be affected by this provision. Pursuant to Section 22-54-104 (3.5) (b), C.R.S,, this
minimum per pupil funding amount shall be increased each year by the same percent as the statewide
base per pupil funding.

7 Please note, however, that pursuant to Section 22-54-104 (6) (b), C.R.S., no district's total per

pupil funding may increase by more than 25 percent annually. It is projected that no district will reach
this maximum limit for FY 2006-07.
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1 District Per Pupil Funding

Each district's per pupil funding amount equals the statewide base, adjusted for avariety of factors.
These factors include a cost-of-living adjustment for personnel-related costs, as well as an
adjustment associated with the size of thedistrict (in termsof students). Pursuant to Section 22-54-
104 (3), C.R.S,, the per pupil funding formulais as follows:

[(Statewide Base Per Pupil Funding x District Personnel Costs Factor
x District Cost-of-Living Factor)
+
(Statewide Base Per Pupil Funding x District Nonpersonnel Costs Factor)]
X
District Size Factor

Statewide Base Per Pupil Funding.

A Statewide Base Per Pupil Funding amount is established in statute. Each year since the current
School Finance Act was enacted, the General Assembly has elected to increasethisfactor to at least
partially offset the effects of inflation. Pursuant to Article IX, Section 17 of the Colorado
Constitution, the General Assembly is now required to increase this factor by inflation plus one
percent each year through FY 2010-11, and by inflation each year thereafter. For FY 2006-07, the
General Assembly increased thisbase amount from $4,717.62 to $4,863.87, or 3.1 percent. [Section
22-54-104 (5) (a) (XIII), C.R.S]

District Personnel Costs Factor / Nonpersonnel Costs Factor:

Digtricts funding is adjusted based on the personnel costs of each particular area. Each district is
assigned a "personnel costs factor” based on its funded pupil count, which is intended to represent
that portion of adistrict’ sexpendituresthat relate to personnel. Thisisthe portion of the budget that
is then adjusted by the cost-of-living factor. For FY 2006-07, personnel costs factors range from
79.99 percent ( Baca-Campo, Kiowa-Plainview, and Las Animas - Kim) to 90.50 percent (Adams -
Northglenn, Arapahoe - Cherry Creek, Arapahoe - Aurora, Denver, Douglas, El Paso - Colorado
Springs, and Jefferson), with smaller districtsgetting smaller personnel costsfactors[ Section 22-54-
104 (5) (d), C.R.S]:

District Funded Pupil Count Personnel Costs Factor
Lessthan 453.5 0.8250 - [0.0000639 x (453.5 - pupil count)]
453.5 or more but less than 1,567.5 0.8595 - [0.0000310 x (1,567.5 - pupil count)]
1,567.5 or more but less than 6,682 0.8850 - [0.0000050 x (6,682 - pupil count)]
6,682 or more but less than 30,000 0.9050 - [0.0000009 x (30,000 - pupil count)]
30,000 or more 0.9050
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A district's "Nonpersonnel Costs Factor” simply represents that portion of a district's base funding
is not adjusted for cost of living. These factors thus currently range from 20.01 percent to 9.50
percent. [ Section 22-54-104 (5) (e), C.R.S]

District Cost of Living Factor

Cost of livingfactorsare applied to districts personnel-related coststo reflect differencesinthecosts
of housing, goods and services among regions. The cost of living factor does not reflect any annual
increase in the costs of such goods caused by inflation. Cost differences are reviewed every two
years. Cost of living factors currently range from 1.010 (Las Animas - Kim) to 1.641 (Pitkin -
Aspen). Statewide, approximately 15 percent of districts' total program funding can be attributed
to the cost of living factor. [Section 22-54-104 (5) (c), C.R.S].

District Size Factor

The District Size Factor is applied to recognize the differences in purchasing power among school
districts. Each district isassigned asize factor based on itsfunded pupil count. Thelarger adistrict's
size factor, the more funding it receives. Historically, school districts with very high or very low
funded pupil counts have been assigned larger size factors to accommodate the extra expenses
associated with these types of school districts. The sizefactor wasthus commonly referred to asthe
"Jcurve" because the formula, when graphed by enrollment, resembled a backwards"J". Pursuant
to H.B. 00-1159, however, the "J curve" was phased out so that since FY 2002-03, medium- and
large-sized districts have had the same sizefactor, producingan "L curve". Finally, pursuantto S.B.
03-248, the size factor for all districts was reduced by 0.0045 in order to eliminate the added cost
(approximately $16 million) of phasing out the "J curve".

For FY 2006-07, sizefactorsrangefrom 1.0297 (several medium- and large-sized districts) t0 2.3582
(Kiowa- Plainview with an estimated funded pupil count of 60.0). Statewide, approximately four
percent of districts total program funding can be attributed to the size factor. [Section 22-54-104
(5) (b) (1.5), C.R.S]

District Funded Pupil Count FY 2006-07 Size Factor
Lessthan 276 1.5457 + [0.00376159 x (276 - funded pupil count)]
276 or more but less than 459 1.2385 + [0.00167869 x (459 - funded pupil count)]
459 or more but less than 1,027 1.1215 + [0.00020599 x (1,027 - funded pupil count)]

1,027 or more but less than 2,293 1.0533 + [0.00005387 x (2,293 - funded pupil count)]
2,293 or more but less than 4,023 1.0297 + [0.00001364 x (4,023 - funded pupil count)]
4,023 or more 1.0297
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2. District Funded Pupil Count

The "funded pupil count” [see Section 22-54-103 (7) (¢), C.R.S.] refersto the number of pupilsfor
which adistrict receives state funding. Thisfigureislikely to be dightly different than the actual
number of studentsserved. Thefunded pupil count ineach districtincludesthree components. First,
it includesthedistrict's pupil enrollment as of October 1 of each year (or the school day nearest that
date). Districts are given an eleven day window in which to determine pupil enrollment, allowing
for students who may be absent on the official day to be counted. A district's pupil enrollment
includes expelled students who are receiving educational services, as well as students who were
participating in on-line programs in FY 2001-02 who continue to participate in such programs.
Districts with declining enrollments may use the average of the current year pupil enrollment and
the previousone, two, or three pupil enrollments, whichever isgreatest. Second, itincludeschildren
who areparticipatinginthe preschool and kinder garten program (these children are counted ashalf-
day pupils). Third, it includes a district's on-line pupil enrollment (excluding those students who
have been participating in an on-line program since FY 2001-02). Please note that pupils actively
participating in on-line programs after FY 2001-02 are funded through a separate component of the
formula (see discussion on the next page). [Section 22-54-103 (10), C.R.S]

The funded pupil count is expressed in terms of full-time equivalents (FTES). Pupilsin grades one
through twelve are counted as either full-time or part-time based on the number of scheduled hours
of course work. The State Board of Education promulgates rules concerning the proportions of
funding districts will receive for various levels of part-time enrollment. Pupils in kindergarten,
three- and four-year-old pupils with disabilities receiving special education services, and pupils
enrolled in the Colorado preschool and kindergarten program are counted as haf-day pupils.
Digtrictsareonly éligiblefor funding for kindergarten studentswho arefive yearsold as of October
1 of the applicable budget year. For FY 2006-07, districts funded pupil counts are anticipated to
range from 60.0 (Kiowa - Plainview) to 81,812.1 (Jefferson).

Please note that unlike other educational services, school districts are not required to provide
preschool servicesto "at-risk™ children through the Colorado preschool and kindergarten program,
nor are districts required to provide full-day kindergarten programs. The General Assembly limits
enrollment in these programs statutorily. The number of statutorily authorized (and thus funded)
preschool and kindergarten program slots has been increased multiple times, primarily through the
annual Public School Finance Act. Since the inception of the program, the number of slots has
increased from 2,000 to 14,360. Districtsare allowed to use up to 15 percent (2,154) of the 14,360
dots to provide full-day, versus half-day, kindergarten to at-risk children. In FY 2006-07,
approximately $45.8 million of districts total program funding, including $29.1 million in state
funding (63.6 percent), is earmarked for the preschool program.

3. At-Risk Funding

Districtsreceive additional funding based on the presence of at-risk studentsin kindergarten through
grade twelve. Eligibility for participation in the federal free lunch program (which is based on
household income) is used as a proxy to identify adistrict's at-risk population. The at-risk "count"
also includes pupils whose dominant language is not English. For FY 2006-07, it is projected that
districts at-risk countswill rangefrom 2.9 percent of the funded pupil count (Pitkin - Aspen) to 87.6
percent of the funded pupil count (Saguache - Center), with a statewide average of 32.8 percent. In
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FY 2000-01 this percentage dropped to the lowest point since FY 1995-96 (23.9 percent); it has
increased steadily each year since FY 2000-01.

For districtswith at-risk popul ationsthat arelessthan or equal to the statewide average (32.8 percent
of thefunded pupil count for FY 2006-07) and for districtswith afunded pupil count equal to or less
than 459, the District At-Risk Factor equals 12.0 percent. For districts with at-risk populations
greater than the statewide average and funded pupil counts of greater than 459, the At-Risk Factor
isgreater than 12.0 percent. Theformulafor calculating at-risk funding is shown below ["At-Risk
Pupils" defined in Section 22-54-103 (1.5), C.R.S.; formulafor determining at-risk funding defined
in Section 22-54-104 (4) (a) (1) and (b) (1), C.R.S]:

(District Per Pupil Funding x District At-Risk Factor) x
District At-Risk Pupils

Statewide, approximately five per cent of districts total program funding can be attributed to at-
risk funding.

4, On-line Funding

Every district also receives additional funding for students enrolled in on-line programs. [Prior
to FY 2002-03, these students were simply included in each district's funded pupil count.] Since
FY 2002-03, every district receives the same dollar amount of per pupil funding for on-line
students ($5,865 for FY 2006-07). In FY 2005-06, 5,792 students participated in on-line
programs (this compares to 3,483 on-line pupilsin FY 2004-05 - a 66 percent increase).

Although 25 school districts served students through on-line programsin FY 2005-06, over 85
percent of the on-line students were served through three school districts: Adams - Northglenn
(2,191 on-line students), Baca- Vilas (1,777 on-line students), and Las Animas- Branson (1,050
on-line students). While on-line students represent a small portion of total Adams - Northglenn
student population (6.1 percent), on-line students represent 90 percent of the Las Animas -
Branson student count (1,050 on-line students and 113 traditional "brick and mortar” students)
and on-line students represent over 93 percent of the Baca - Vilas student count (1,777 on-line
students and 122 traditional students).

Asnoted earlier, on-line students are funded at the minimum per pupil funding level ($5,865 for
FY 2006-07), which is lower than the statewide average per pupil funding level ($6,359 for FY
2006-07). However, those three districts that serve the majority of on-line students have a
relatively high state share of funding for school finance. Specificaly, while state funding
represents 63.6 percent of all districts' total program funding in FY 2006-07, it is significantly
higher for thosethreedistrictsthat serve the majority of on-line students (79.1 percent for Adams
- Northglenn, 95.8 percent for Las Animas - Branson, and 99.1 percent for Baca - Vilas). Asa
result, the State is paying a higher cost for the education of many on-line students who enroll in
districts other than their home district.

For example, the following calculationsillustrate the difference in cost to the State of educating
an on-linestudent in Baca- Vilascompared to another district (for purposes of thisexample, staff
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assumes the home district receives the statewide average per pupil funding amount and the
statewide average state share of funding):

On-line "Brick and

Student Mortar" Student

inVilas in Home District  Difference
State Funding $5,811 $4,044 $1,767
Local Funding 54 2,315 (2,261)
Total Per Pupil Funding 5,865 6,359 (494)

In the above example, the State pays $1,767 more for a student to participate in Vilas on-line
program than it would for the student to attend a"brick and mortar" school in the average school
district. Further, please notethat if the on-line student's homedistrict isin declining enrolIment,
the home district is allowed to continue receiving partial funding for that student for up to four
years under the enrollment averaging provision.

Theformulafor calculating on-linefunding is shown below ["On-line Pupil Enrollment” defined

in Section 22-54-103 (8.5), C.R.S.; formulafor determining on-line funding defined in Section
22-54-104 (4.5), C.R.S]:

| District On-line PuBiI Enrollment x Minimum Per PuEiI Funding .

CALCULATION OF THE LOCAL AND STATE SHARES OF EACH DISTRICT'S TOTAL PER PUPIL
FUNDING.

The second step in determining the amount of state funding required for K-12 education is to
determine what portion of each district's total funding may be provided through local revenue
sources. |If such sources are insufficient to fully fund the amount that a district is entitled to
pursuant to the School Finance Act formula, state funds are provided to make up the shortfall.
The School Finance Act thusprovidesevery school district, regardlessof availablelocal revenues,
with equitable resources to fund district operations.

Minimum Per Pupil State Aid

The School Finance Act formula provides for a minimum amount of state aid for each district.
Specifically, pursuant to Section 22-54-106 (1) (b), C.R.S., the General Assembly annually
establishesan amount of minimum per pupil stateaid. Theamount isdetermined each year based
upon the amount of school lands and mineral lease moneys projected to be available for school
finance. The minimum per pupil state aid amount isidentified in afootnote in the annual Long
Bill, and isused by both the Department of Education and Legidlative Council staff in calculating
the amount of state aid for which each district iseligible based upon annual public school finance
legislation. No school districts are anticipated to be affected by this factor in FY 2006-07.
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Local Funding
Local funding consistsof both property and specific ownership (vehicleregistration) tax revenues.

Specific Ownership Taxes

Vehicle registration taxes are collected by counties and are shared with school districts. Each
district's local share includes an amount of specific ownership tax revenue equal to the prior
budget year's actual amount received.

Property Taxes

Each school district is required to impose a property tax mill levy to finance a share of its total
program funding. Specifically, pursuant to Sections 22-54-106 (2) and 22-54-107 (1), C.R.S,, a
school district must levy the smallest mill*® of the following options: (1) the mill that it levied
in the prior year; (2) the mill necessary to pay for its total program funding plus its categorical
programs, less any specific ownership tax revenues and minimum state share of total program;
or (3) the maximum mill allowed by Article X, Section 20 of the Colorado Constitution (referred
to as TABOR)®. TABOR limits the annual change in a school district's annual spending to
inflation plus the percentage change in student enrollment. Student enrollment is statutorily
defined as the percentage change in a district's funded pupil count [see Article X, Section 20,
subsection (7) (b) Colorado Constitution, and Section 22-54-104.3 (2.7), C.R.S].

Portions of Article X, Section 3, of the Colorado Constitution -- commonly referred to as the
Gallagher Amendment -- set a formula for determining residential and commercia property
values in Colorado. Every odd-numbered calendar year, the General Assembly is required to
adjust the residential real property assessment rate so that residential assessed values statewide

18 |ocal property tax revenues are calculated as follows: [Total property valuation X Assessment
rate X Mill levy]. One"mill" equals one-tenth of one percent (.001). For example, for a property with an
actual value of $100,000, and an assessed value of $7,960 (based on the 7.96 percent assessment rate for
residential property effective for property tax years 2003 through 2006), each mill of tax raises $7.96.

19 A school district may seek approval from its voters to raise and expend additional
("override") property tax revenuesin excess of the district's total program via an additional mill
levy. [Please note that approval for an overrideis different than approval to collect revenuesin
excess of the district's TABOR limit (called "de-Brucing".] A district's override revenues cannot
exceed 20 percent of itstotal program funding or $200,000, whichever is greater. A district's
authorization to raise and expend "override" revenues does not affect the amount of State Share
funding which the district is eligible to receive. Asof FY 2006-07, 69 of the 178 districts had
voter-approved override mill levies providing $438.8 million in additional local revenues. [See
Section 22-54-108, C.R.S]

In addition, certain school districts were authorized to request voter approval for amill levy to
raise property taxes for a"supplemental cost-of-living adjustment.” The property taxes collected
in any given year cannot exceed the amount of the supplemental cost-of-living adjustment.
Because cost-of-living amounts are recal culated every other year, the amount of the supplemental
cost-of-living adjustment is likely to change. The Department indicates that six districts received
voter approval in November 2001 for a supplemental cost-of-living adjustment. [ See Section 22-
54-107.5, C.R.S]
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represent approximately 47 percent of total assessed values statewide; other taxable property is
to be valued for assessment at 29.0 percent of its actual value. When statewide residential
property values increase faster than non-residential property values (or when they decrease at a
slower rate), the residential assessment rate must be reduced to maintain the 47/53 ratio.
Conversely, when statewide residential property values decrease faster than non-residential
property values (or they increase at a slower rate), the residential assessment rate would need to
beincreased to maintainthe47/53ratio. However, asdiscussed below, TABOR negatesthisself-
adjusting mechanism because it prohibits an increase in the residential assessment rate without
avote of the people.

Please note that a change in the statewide residential assessment rate may affect individual
districts differently. For example, although statewide residential property values may be
increasing (thus lowering the assessment rate), property values in an individual school district
may be decreasing. In this situation, property tax revenues for that district will decrease,
necessitating an increase in the state share for that district. In addition, the assessed val ues tend
to changein an uneven or "sawtooth" manner, dueto the reassessment cycle. Specifically, inodd-
numbered years property assessments are updated to include both price appreciation and new
construction; in even-numbered years, updates only include new construction. Thus, in recent
years, local property tax collections have generally increased by a greater amount in those fiscal
years following a reassessment year (e.g., FY 1999-00, FY 2001-02, and FY 2005-06).

Statewide, for FY 2006-07, property taxes are estimated to provide 32.8 percent of total program
funding. In addition to property taxes, vehicle registration taxes are collected by counties and
shared with school districts. Statewide, for FY 2006-07, specific ownership taxes are estimated
to provide 3.6 percent of total program funding.

State Funding

The state share of districts total program funding is calculated by determining the total cost of
funding districts pursuant to the School Finance Act, subtracting the amount availablefromlocal
property and specific ownership tax revenues, and backfilling the remainder with statefunds. To
the extent that the reassessment cycle causes local revenuesto increase in a"sawtooth" manner,
increases in state funds have generally followed a similar pattern with greater increases being
provided for non-reassessment years. Ingeneral, however, the state share of fundingisincreasing.
Specifically, for FY 2006-07, the state shareis estimated to provide 63.6 percent of total program
funding. The current [64 percent state: 36 percent local] ratio of funding for districts total
program comparesto aratio of [43 percent state: 57 percent local] in 1988. Asdiscussed inthe
next section, this shift toward increased state responsibility for total program funding will likely
continue.
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Continuing Erosion of the Local Share of Funding for Schools

Two constitutiona provisions limit property taxes in Colorado: the Gallagher Amendment and
the Taxpayer's Bill of Rights (TABOR). These two provisions have caused property taxes to
increase at a ower rate than they otherwise would -- particularly for homeowners. In fact,
Colorado residential property taxes are 2nd lowest in the nation®.

TheGallagher Amendment waspart of aproperty tax reform measurereferred by thelegislature
and approved by the votersin November 1982. This measure included a number of provisions
aimed at addressing alack of uniformity in assessing property for tax purposesaswel| aspotential
significant property tax increasesresulting from rapidly increasing property values. Among other
things, thismeasurefixed the assessment rate for most nonresidential property at 29 percent, and
lowered theresidential assessment ratefrom 30 percent to 21 percent. Inaddition, the " Gallagher
amendment”, a provision within the measure, required that the residential assessment rate be
adjusted periodically to ensurethat the proportion of assessed val uation attributableto residential
versus nonresidential property remainsthe same[see Article X, Section 3 (1) (b) of the Colorado
Consgtitution].

Since 1982 the statewide residential assessment rate has declined from 30.0 percent to 7.96
percent. From 1987 (when the Gallagher amendment first affected theresidential assessment rate)
to 2005, while actual residential property values more than tripled (an increase of 365 percent),
the portion of residential property value that has been taxed has only doubled (an increase of 106
percent). In contrast, the portion of non-residential property values that is taxed increased at a
faster rate than actual non-residential values (118 percent compared to 107 percent). These
changes are detailed in the following table.

Changesin Actual and Assessed Property Values: 1987 to 2005

Actual Values ($ millions) Assessed Values ($ millions)
Property Type 1987 2005 % Change 1987 2005 % Change
Residentia $89.3 $416.0 365.5% $16.1 $33.1 105.7%
Non-residential 575 118.9 106.6% 17.2 375 118.4%
Total 146.9 534.8 264.1% 333 70.6 112.2%

Source: Department of Local Affairs, Division of Property Taxation: 2005 Annual Report, Table 9.

The 1982 property tax measure has shifted the property tax burden from homeowners to
businesses. Specifically, whilethe percentage of actual property valuesattributableto residential
property has increased from 53.2 percent in 1983 to 77.8 percent in 2005, the percentage of
assessed value comprising residential property has remained essentially stable, (46.9 percent of
total assessed valuation in 2005)?'. Based on estimates prepared by the Department of Local

% Josh Harwood, L egislative Council Staff, "Colorado's Tax Structure & State Rankings'.
Presentation to the 2005 Interim Committee on School Finance (August 2, 2005).

% The residential share of assessed valuation has increased slightly, from 43.2 percent in 1983 to
46.9 percent in 2005, due to new construction and increased mineral production.
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Affairs, Division of Property Taxation, the Gallagher amendment has resulted in property tax
savingsfor homeownerstotaling $10.2 billion over 18 years®. Thisfigureiscalculated based on
what homeownerswould have paid if the residential assessment rate had remained at 21 percent.
Please note, however, that the vast mgjority of these savings are attributable to years following
theadoption of TABOR. Thus, itisimportant to understand theinteraction between TABOR and
Gallagher.

Prior totheadoption of theTABOR in 1992, local governments could generally collect and spend
the same amount of property tax revenue each year. When the total taxable value of property
increased substantially, themill levy woul d be decreased; whenthetotal taxablevalueof property
decreased, the mill levy would be increased. The mill levy changed each year based on the
revenue required to support local services, with agenera statutory limit of 5.5 percent on annual
increasesin property tax revenues. Thus, property taxes provided a stable source of revenue that
was not generally affected by changes in economic conditions (unlike sales or income taxes).

Three provisions of TABOR directly affected property taxes.

. TABOR imposed alimit on property taxes equal to inflation in the prior calendar year
plus a measure of growth. For schools, growth is measured as the percentage changein
student enrollment.

. TABOR prohibited local governments from increasing amill levy above the prior year's
level without voter approval®.

. TABOR required voter approval for any increase in the assessment rate for a class of
property.

With regard to school district property taxes, TABOR reduced the General Assembly'srolein
determining school finance property tax revenues and it has resulted in a large variation in
districts mill levies. Prior to TABOR, the General Assembly set property taxes for school
operations through the School Finance Act (e.g., directing the Department of Education to set a
mill levy sufficient to raise a particular dollar amount of property taxes or to target a specified
percentage state share or appropriation, or simply establishing a uniform mill levy in statute).
With the adoption of TABOR, the General Assembly no longer actively controls the level of
property taxes available for schools each year. School districts are now required, under Section
22-54-106, C.R.S., tolevy the same number of millsfrom year to year, unlessthe mill levy would
raise more property taxes than TABOR permits (inflation plus the percentage change in
enrollment). Inthis case, the levy must be reduced to avoid exceeding the property tax revenue
limit -- even if adistricts voters have authorized the district to spend revenues which exceed the

22 Department of Local Affairs, Division of Property Taxation, 2005 Annual Report, Table 8.

2 Courts have ruled that the TABOR limits do not apply to all mill levies. For example, local
governments may increase or “float” mill leviesto cover the repayment costs for bonded debt and to
cover property tax abatements and refunds. In addition, local governments other than school districts are
specifically authorized under state law to enact temporary property tax credits and temporary mill levy
rate reductions as a means for refunding excess revenues [see Section 39-1-111.5, C.R.S)].
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TABOR limit. Thus, TABOR restricts the amount that each local government's property taxes
may increase each year and requires voter approval for most tax rate increases.

Dueto the combined effects of Gallagher and TABOR, mill levies have decreased in areas of the
state experiencing rapidly increasing values (generally due to new construction, oil and gas
production values, and high housing/commercia demand). The average statewide mill levy for
school finance decreased from 38.264 in 1991 to 21.371 in FY 2006-07. Mill levies have also
become quite disparate, ranging from 1.571 mills (Las Animas - Primero) to 40.080 mills
(Washington - Lone Star). In addition to creating alarge variation in districts mill levies, the
current method for determining school district property taxeshas caused thelocal shareof funding
for public school finance to grow at aslower rate than total program funding, requiring agreater
state subsidy each year that does not necessarily relate to districts weath. The approval of
Amendment 23 in 2000 accel erated this phenomenon by requiring total program funding to grow
at aratethat exceedsthe TABOR limit. Thefollowing figureillustratesthe growing disparity in
the state and local shares of districts' total program funding. Estimated amounts are provided for
FY 2006-07.

Local and State Shares of Districts Total Program Funding
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In addition to the overall increase in the state share of districts total program, it isimportant to
note that increasesin the state share of funding for individual districts are not necessarily related
to changesin the relative wealth of the district. The following table lists the ten school districts
with the lowest 2005 school finance mill levies, along with the percentage of school finance costs
paid for by the state in FY 2005-06.
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The Ten School Districts With the Lowest Mill Levies

District 2005 Mill Levy (mills) [ FY 2005-06 State Share
Las Animas - Primero 2.347 56.1%
Rio Blanco - Rangely 2.784 69.8%
LaPlata- Ignacio 3.322 75.1%
Garfield - Parachute 3.909 75.3%
Gilpin - Gilpin 4.464 55.9%
Pitkin - Aspen 4.885 28.7%
San Miguel - Norwood 5.490 75.7%
San Miguel - Telluride 6.053 21.4%
Garfield - Rifle 6.208 74.5%
LaPlata- Durango 7.312 45.3%

Seven of these ten districts receive more than 50 percent of their total program funding from the
state, and the state share for five of these districts is higher than the statewide average of 62.8
percent. Asrecently asFY 1997-98, the Aspen school district was funded almost entirely from
local revenues,; the state is now paying for more than 25 percent of Aspen's total program
funding.

Due to constraints on the amount of local tax revenues that are available for school finance, the
state share of funding for districts total program is projected to continue to increase, rising from
itscurrent level of 63.6 percent of districts' total program funding to 67.2 percent in FY 2010-11.

Categorical Buyout

In some districts (Routt - Steamboat Springsin FY 2001-02), local tax revenues more than offset
the amount needed for total program funding pursuant to the formula. In these cases, pursuant
to Section 22-54-107 (2), C.R.S,, the excess tax revenues are used to offset state funding of
categorical programs. Thisisreferred to as "categorical buyout”. This provision indicates that
the excess tax dollars should be applied to the following programs in the order listed: (@)
transportation aid; (b) English Language Proficiency Act programs; (c) small attendance center
aid; (d) Exceptional Children'sEducation Act programs. It doesnot appear likely that any school
district will be affected by this provision in the future.
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Business | ncentive Agreements

Since 1990*, school districts have had the authority to negotiate incentive agreements with new
or expanded businesses as a means of promoting economic development®. State law allows
school districts, as well as cities and counties, to negotiate with taxpayers to forgive up to 50
percent of the property taxes levied on personal property attributable to a new or expanded
business facility. A school district that negotiates such an agreement is eligible for additional
state aid equal to the property tax revenues which were foregone as part of the agreement.?® The
state "backfill" for foregone property tax revenues for any single facility is limited to ten years.

The annual cost of backfilling for locally-negotiated business incentive agreements has ranged
from $67,250 in FY 1994-95 to $2,785,645 in FY 2002-03. However, in FY 2002-03, the
appropriation fell $784,157 short of funding the required state aid associated with these
agreements. The Department was thus required to reduce the state aid for all districts by the
amount of the shortfall. Similar recisions were required in FY 2001-02 ($244,237) and in FY
2003-04 ($393). Pursuant to S.B. 05-200, a statewide recision is no longer necessary when the
appropriation falls short. Instead, the shortfall only affects those districts that are receiving
additional state aid as a result of an incentive agreement. The FY 2005-06 appropriation of
$1,140,015fell short by $741,125; and the FY 2006-07 appropriation of $1.1 millionisexpected
to fall short by about 50 percent.

Pursuant to S.B. 03-248, local school boards may not enter into any new business incentive
agreementson or after May 22, 2003. Thus, FY 2012-13 will bethelast fiscal year for which the
State will be required to "backfill" for such agreements.

Limitations on Expenditures of Total Program Funds. As indicated in Section 22-54-104,
C.R.S., each school district hasthe discretion to determine how to spend itstotal program funds,
with the following exceptions:

v Each district is required to budget a minimum amount per pupil ($172 for FY 2006-07)
for instructional suppliesand materials[Section 22-54-105 (1) (b), C.R.S]]. Didtrictsare
not required to budget such funding for on-line pupils or for children participating in the
Colorado preschool and kindergarten program. A district isallowed to reduce theamount
budgeted for this purpose if expenditures exceeded the budgeted amount in the previous
budget year.

v Each district is required to budget a minimum amount per pupil ($279 for FY 2006-07)
for capital reserves or for insurance reserves/other risk management activities [Section
22-54-105 (2) (b), C.R.S]. Districts are not required to budget such funding for pupils
enrolledin charter schools, for on-linepupils, or for children participating in the Col orado

4 Senate Bill 90-118 (Wellg/Arveschoug), " Concerning the Authority of Local Governments to
Negotiate Incentive Payments to Taxpayers Who Establish New Business Facilities or Who Expand
Existing Business Facilities".

% See Section 22-32-110 (1) (ff) and (gg), C.R.S.

% See Section 22-54-106 (8), C.R.S.
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preschool and kindergarten program. In addition, adistrict isnot required to budget any
such funding if its existing capital reserves exceed five times the minimum allocation
requirement ($1,395 per pupil for FY 2006-07).

v Each district is required to spend at least 75 percent of its at-risk funding on direct
instruction and/or staff development for the educational program of at-risk pupils[Section
22-54-105 (3) (a), C.R.S]]. Inaddition, Denver Public Schoolsisrequired to expend the
additional amount of at-risk funding that it receives (pursuant to Section 22-54-104 (5)
(f) (1), C.R.S.) on English language proficiency programs [ Section 22-54-105 (3) (b)].

v A district isrequired to spend 100 percent of the per pupil operating revenuesit receives
for children participating in the Colorado preschool and kindergarten programto pay the
costs of providing preschool and kindergarten services.

v Each district isrequired to provide 100 percent of the district per pupil revenuesfor each
pupil enrolled in a charter school (including per pupil on-line funding), less the actual
amount of the charter school's per pupil share of central administrative overhead costsfor
servicesactually provided tothecharter school [ Section 22-30.5-112 (2), C.R.S.]. Central
administrative overhead costs are capped at five percent of district per pupil revenues
(including revenues for on-line students), except for districts that enroll 500 hundred or
fewer students, for which the cap is 15 percent.

v Pursuant to Sections 22-54-104 (1) (b) and 22-54-115 (1.3), C.R.S,, if adistrict is the
"accounting"” district of aninstitute charter school (i.e., such aschool islocated withinthe
district), the Department withholds the amount of adistrict's state share of total program
that relatesto students attending theinstitute charter school. Thisamount isnot available
to or under the control of the accounting district, rather, it is paid to the state charter
school institute and it is under the control of the governing board of the institute charter
school.
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Department of Education: Federal Grantsand Distributions
State Fiscal Years 2004-05 Through 2007-08

FY 2004-05 FY 2005-06 FY 2006-07 Estimate Change: FY 05to FY 07 FY 2007-08 Estimate
Description Funding FTE Funding FTE Funding FTE Funding % Funding FTE
Secial Education Programs:
Specia Education - Children with Disabilities $132,980,330 554 | $126,372,338 54.1 $152,513,360 54.4 $19,533,030 14.7% $152,513,360 54.4
Specia Education Grant for Infants, Toddlers, and Their
Families 6,112,410 6.0 7,161,542 53 Administered by DHS (6,112410) -100.0%|| Administered by DHS
Subtotal: Special Education Programs| 139,092,740 61.4 133,533,880 59.4 152,513,360 54.4 13,420,620 9.6% 152,513,360 54.4
Title| Programs:
No Child Left Behind Act (Title 1A) 107,390,453 8.6 110,726,875 9.9 129,040,079 111 21,649,626 20.2% 129,302,912 12.3
Migrant Education (Title IC) 8,188,313 5.0 7,770,115 8.0 7,400,347 8.3 (787,966) -9.6% 7,400,347 8.3
Comprehensive School Reform Demonstration Progranm 2,801,842 1.9 3,184,314 1.6 56,578 14 (2,745,264) -98.0% 33,947 0.5
Neglected and Delinquent Children (Title ID) 412,990 0.0 452,945 0.0 507,548 0.0 94,558 22.9% 507,548 0.0
School Improvement Grants 0 0.0 0 0.0 0 0.0 0 0.0% 2,065,786 2.0
Subtotal: Titlel Programs 118,793,598 155 122,134,249 19.5 137,004,552 20.8 18,210,954 15.3% 139,310,540 231
U.S.D.A. Food and Nutrition Services 83,361,518 7.6 92,128,977 8.4 99,339,529 84 15,978,011 19.2% 106,550,080 8.4
Title Il Programs:
State Grant for Improving Teacher Quality (Title 11A) 29,782,198 7.3 32,667,499 75 31,464,200 8.1 1,682,002 5.6% 31,464,200 83
Technology (Titlell D) 4,668,078 2.0 4,853,267 2.3 2,619,880 15 (2,048,198) -43.9% 2,619,880 15
Mathematics and Science Partnership (Title 11B) 983,473 0.3 1,083,149 0.3 1,867,339 0.3 883,866 89.9% 1,870,213 0.5
Subtotal: Title!l Programs 35,433,749 9.6 38,603,915 10.1 35,951,419 9.9 517,670 1.5% 35,954,293 10.3
English Language Proficiency Program (Titlel11) 5,482,526 37 9,854,018 34 11,277,872 46 5,795,346 105.7% 11,277,872 4.6
Titlel Reading First Grant 8,036,311 95 15,688,769 8.1 10,878,225 9.0 2,841,914 35.4% 10,878,225 9.0
After School Learning Centers (21st Century) 6,821,136 2.9 9,707,417 2.7 9,051,108 5.6 2,229,972 32.7% 9,545,172 5.6
Grant for State Assessments and Related Activities
(including amounts expended for Colorado Student Assessment
Program and Academic Growth Program) 5,925,556 10.7 10,098,651 10.2 8,165,951 13.0 2,240,395 37.8% 8,715,129 13.0
Adult Education - Workfor ce Investment Act 7,305,862 7.8 6,092,329 83 6,448,585 75 (857,277) -11.7% 6,450,673 7.8
Other Grants:
Charter Schools 5,686,674 29 4,623,466 31 5,525,000 25 (161,674) -2.8% 4,875,000 25
Safe and Drug-Free Schools and Communities (Title IVA) 4,240,522 2.8 3,990,243 2.8 3,034,262 21 (1,206,260) -28.4% 2,715,664 1.8
Library Services and Technology Act 2,169,745 20.6 2,646,013 20.1 2,579,074 218 409,329 18.9% 2,579,074 21.8
Improving America's Schools Act - TitleV 4,477,925 85 3,812,492 8.1 1,902,604 6.2 (2,575,321) -57.5% 1,486,267 6.2
Coordinated School Health / Aids Prevention 925,997 4.7 917,816 49 891,735 55 (34,262) -3.7% 897,800 55
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Department of Education: Federal Grantsand Distributions
State Fiscal Years 2004-05 Through 2007-08

FY 2004-05 FY 2005-06 FY 2006-07 Estimate Change: FY 05to FY 07 FY 2007-08 Estimate
Description Funding FTE Funding FTE Funding FTE Funding % Funding FTE
Education of Homeless Children 574,473 1.0 565,248 1.0 620,562 13 46,089 8.0% 619,616 1.3
Even Start/ Even Start Family Literacy 2,089,341 1.0 1,481,658 0.9 884,346 11 (1,204,995) -57.7% 619,042 0.8
Rural and Low-income Schools 409,762 0.2 378,292 0.2 350,040 0.2 (59,722) -14.6% 350,041 0.2
CHESP/YAMC Learn and Serve 2,824,478 0.9 277,293 0.7 350,000 11 (2,474,478) -87.6% 350,000 11
Statewide Migrant Education Even Start Consortium 253,906 0.6 280,920 0.8 293,155 0.3 39,249 15.5% 300,292 0.3
National Commission on Community Service 230,902 0.8 277,818 04 217,605 10 (13,297) -5.8% 241,677 1.0
NAEP State Administrator 108,653 1.0 117,998 1.0 208,789 10 100,136 92.2% 210,000 1.0
Refugee Children School Impact 252,235 0.4 154,543 0.0 206,146 0.0 (46,089) -18.3% 206,146 0.0
Advanced Placement Incentive Program 412,686 0.0 292,428 0.0 112,050 0.0 (300,636) -72.8% 143,310 0.0
Javits Gifted Talented 0 0.0 67,190 0.0 133,371 0.0 133,371 100.0% 112,839 0.0
Performance Based Data M anagement 3,200 0.0 25,469 1.0 50,000 10 46,800  1462.5% 50,000 1.0
Teacher Quality Enhancement Grant 3,705,008 23 1,979,198 15 2,272,847 2.3 (1,432,161) -38.7% 0 0.0
Byrd Scholarship Program 563,981 0.0 600,313 0.0 616,500 0.0 52,519 9.3% 0 0.0
Katrina Relief 0 0.0 3,090,450 0.0 0 0.0 0 0.0% 0 0.0
Defense - Troops to Teachers 377,987 0.0 443,000 0.0 0 0.0 (377,987)  -100.0% 0 0.0
Nationa Coop. Education Statistical System 5412 0.0 10,595 0.0 0 0.0 (5412) -100.0% 0 0.0
School Repair and Renovation 951,212 0.0 0 0.0 0 0.0 (951,212)  -100.0% 0 0.0
NCES Basic Participation 4,054 0.0 0 0.0 0 0.0 (4,054) -100.0% 0 0.0
Data Comparability 4,429 0.0 0 0.0 0 0.0 (4,429) -100.0% 0 0.0
Other (1) 0.0 0 0.0 0 0.0 1 -100.0% 0 0.0
TOTAL 440,525,577 176.4 463,874,648 176.6 490,878,687 180.6 50,353,110 11.4% 496,952,112  180.7

SOURCE: The Department of Education's FY 2007-08 budget request (schedule 3). In many instances, the amounts reflected for FY 2006-07 differ from those

reflected in the FY 2006-07 Long Bill.
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Average Per Pupil Revenues Compared to Rate of I nflation
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A History of State Public School Fund Revenues
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SUMMARY OF STATE EDUCATION FUND APPROPRIATIONS

In November 2000, Colorado votersapproved Amendment 23, which added Section 17 to Article
IX of the Colorado Constitution. Thisprovisionrequiresthe General Assembly to provideannual
inflationary increases for kindergarten through twelfth grade education. This provision also
creates the State Education Fund, consisting of one-third of one percent of income tax revenues
and any interest earned on the fund balance. State Education Fund revenues are not subject to the
constitutional Taxpayer Bill of Rights (TABOR) limitation on fiscal year spending, and any
appropriation from the State Education Fund is not subject to the six percent statutory limitation
on state General Fund appropriations. The General Assembly may annually appropriate moneys
from the State Education Fund for the following education-related purposes:

. to comply with the requirement to annually increase base per pupil funding for public
school finance, as long as it is in addition to the required increases in General Fund
appropriations;

. to comply with the requirement to annually increase funding for categorical programs;

. for accountable education reform;

. for accountable programs to meet state academic standards;

. for class size reduction;

. for expanding technology education;

. for improving student safety;

. for expanding the availability of preschool and kindergarten programs;

. for performance incentives for teachers,

. for accountability reporting; or

. for public school building capital construction.

Table 1, which begins on the following page, provides a summary of appropriations from the
State Education Fund for FY 2001-02 through FY 2006-07. To date, $1.6 billion has been
appropriated from the State Education Fund for public school finance, representing 87.7 percent
of al appropriations from the Fund. Appropriations for categorical programs ($118.8 million
to date) and capital construction programs ($71.1 million to date) comprise another 10.2 percent
of Fund appropriations. Annual State Education Fund appropriations increased significantly in
FY 2002-03, when the Genera Assembly increased State Education Fund appropriations by
$122.7 million mid-year to: (a) fund a higher than anticipated student enrollment and a higher
than anticipated increase in the proportion of at-risk students; (b) offset lower than anticipated
local property tax revenues; and (c) offset a $90.2 million reduction in Genera Fund
appropriationsrequired dueto atwo-year declinein General Fund revenues. Appropriationsfrom
the Fund have remained fairly consistent in subsequent fiscal years, ranging from $333 million
to $352 million.

Asdetailed in Table 2, which provides a comparison of annual State Education Fund revenues
to annual expenditures, the Fund balance declined from FY 2001-02 through FY 2004-05 because
annual expenditures exceeded annual revenues. Although the Fund balance increased in FY
2005-06 and is projected to increase again in FY 2006-07, the projected balance represents less
than three-fifths of annual appropriations (57.6 percent for FY 2006-07).
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TABLE 1

History of Appropriations from the State Education Fund

Description FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07
Public School Finance, State Shar e of
Districts Total Program Funding:
Partial funding for required inflationary
increases, and funding changes
associated with statutory changes
(e.g., adding or full-day kindergarten
or preschool dots, changing the at-risk
factor, increasing minimum per pupil
funding, etc.) $70,507,812  $174,204,086  $305,711,812 $308,438,356  $237,849,107  $308,628,360
Mid-year appropriation adjustments 31,086,493 122,727,527 10,742,837 5,000,000 59,181,158 n/a
Subtotal: School Finance 101,594,305 296,931,613 316,454,649 313,438,356 297,030,265 308,628,360
*Percent of Total Appropriations 65.8% 89.8% 90.0% 90.3% 89.2% 89.3%
Annual Required Increasesfor
Categorical Programs (and continued
funding of prior year increases) 7,207,141 15,715,680 20,291,334 23,700,826 25,524,255 26,315,507
*Percent of Total Appropriations 4.7% 4.8% 5.8% 6.8% 7.7% 7.6%
School Capital Construction:
Charter school capital construction 6,471,052 7,813,943 5,000,000 5,000,000 5,000,000 7,800,000
School Capital Construction
Expenditures Reserve 6,471,052 6,500,060 5,000,000 2,500,000 5,000,000 0
School Construction and Renovation
Fund 0 0 5,000,000 2,500,000 0 0
Charter School Debt Reserve Fund n/a 1,000,000 0 0 0 0
Subtotal: Capital Construction 12,942,104 15,314,003 15,000,000 10,000,000 10,000,000 7,800,000
*Percent of Total Appropriations 8.4% 4.6% 4.3% 2.9% 3.0% 2.3%
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TABLE 1

History of Appropriations from the State Education Fund

Description FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07
Various Grant Programs:
Summer School Grant Program 945,800 0 0 0 0 1,000,000
Facility Summer School Grant Program 0 0 0 0 0 500,000
Family Literacy Education Grant

Program n/a 0 0 0 0 200,000
National Credential Fee Assistance na 60,000 0 0 83,000 100,000
Colorado History Day n/a n/a n/a 10,000 10,000 10,000
Teacher Pay Incentive Program 12,630,000 0 0 0 0 0
School Improvement Grant Program 2,675,000 2,675,000 0 0 0 0
Science and Technology Education

Center Grant Program 1,400,000 0 0 0 0 0
Subtotal: Various Grant Programs 17,650,800 2,735,000 0 10,000 93,000 1,810,000

*Percent of Total Appropriations 11.4% 0.8% 0.0% 0.0% 0.0% 0.5%
Funding for New Textbooks 14,144,066 0 0 0 0 0
*Percent of Total Appropriations 9.2% 0.0% 0.0% 0.0% 0.0% 0.0%
State M odel Content Standards/ Student
Assessments/ State Accountability
Reports:
Annual review and update of non-

English assessments 411,953 0 0 0 0 0
Longitudinal assessment data analyses 388,000 0 0 0 0 0
Modifications to accountability reports 75,000 0 0 0 0 0
Study non-English assessments 50,000 0 0 0 0 0
Study administration of ACT 50,000 0 0 0 0 0
Subtotal: Standards/ CSAPs/ SARs 974,953 0 0 0 0 0

*Percent of Total Appropriations 0.6% 0.0% 0.0% 0.0% 0.0% 0.0%
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TABLE 1

History of Appropriations from the State Education Fund
Description FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07

Other:

Aid for declining enrollment districts
with new charter schools n/a n/a n/a n/a n/a 1,000,000

Civic education n‘a n‘a n‘a n‘a 200,000 200,000
Financial literacy n/a n/a n/a 39,114 39,114 40,000
Subtotal: Other 0 0 0 39,114 239,114 1,240,000

*Percent of Total Appropriations 0.0% 0.0% 0.0% 0.0% 0.1% 0.4%

$154,513,369  $330,696,296  $351,745,983  $347,188,296  $332,886,634  $345,793,867

* Figures may not sum to 100 percent due to rounding.

TABLE 2

Comparison of State Education Fund Revenues and Expenditures/Appropriations ($ millions)
Description FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07

Beginning Fund Balance $0.0 $166.2 $298.5 $202.4 $142.6 $1184 $156.7
Actual/Proj. Revenues* 166.2 286.4 235.9 2934 323.1 373.7 388.3
Actual Expend./ Approp.** 0.0 154.1 (331.9) (353.3) (347.3) (335.4) (345.8)
Ending Fund Balance $166.2 $298.5 $202.4 $142.6 $118.4 $156.7 $199.2

*Projected State Education Fund revenues for FY 2006-07 are based on the amount of General Fund revenues anticipated to be directed to the Fund in the
September 2006 L egidative Council Staff forecast, as well as projections of interest earnings based on the State Education Fund model utilized by L egidlative
Council and Joint Budget Committee staff.

** Actual expenditures are reflected for FY 2000-01 through FY 2005-06; appropriations are reflected for FY 2006-07.
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Projected Education Funding Requirements for
School Finance and Categorical Programs ($ Millions)

Total State and L ocal
Funding for School L ocal Share of State Share of Funding
Finance and Annual % | Funding for School Annual % |for School Financeand Annual %  Percent
Fiscal Year |Categorical Programs Change Finance Change | Categorical Programs Change Sate Share

2000-01 $3,728.8 $1,536.7 $2,192.1 58.8%
2001-02 $4,006.0 7.4% $1,626.4 5.8% $2,379.5 8.6% 59.4%
2002-03 $4,317.7 7.8% $1,674.2 2.9% $2,643.5 11.1% 61.2%
2003-04 $4,461.4 3.3% $1,671.2 -0.2% $2,790.2 5.6% 62.5%
2004-05 $4,598.1 3.1% $1,686.4 0.9% $2,911.7 4.4% 63.3%
2005-06 $4,764.8 3.6% $1,701.3 0.9% $3,063.4 5.2% 64.3%
2006-07 $4,986.1 4.6% $1,743.4 2.5% $3,242.7 5.9% 65.0%
2007-08 $5,266.9 5.6% $1,810.7 3.9% $3,456.2 6.6% 65.6%
2008-09 $5,568.9 5.7% $1,856.6 2.5% $3,712.3 7.4% 66.7%
2009-10 $5,886.2 5.7% $1,907.5 2.7% $3,978.7 7.2% 67.6%
2010-11 $6,211.6 5.5% $1,960.6 2.8% $4,251.0 6.8% 68.4%
2011-12 $6,522.3 5.0% $2,054.1 4.8% $4,468.2 5.1% 68.5%
2012-13 $6,868.1 5.3% $2,114.2 2.9% $4,753.9 6.4% 69.2%
2013-14 $7,233.0 5.3% $2,222.4 5.1% $5,010.5 5.4% 69.3%
2014-15 $7,619.8 5.3% $2,287.9 2.9% $5,331.9 6.4% 70.0%
2015-16 $8,032.8 5.4% $2,405.9 5.2% $5,626.9 5.5% 70.0%
2016-17 $8,471.0 5.5% $2,478.2 3.0% $5,992.8 6.5% 70.7%
2017-18 $8,919.2 5.3% $2,602.8 5.0% $6,316.3 5.4% 70.8%
2018-19 $9,385.3 5.2% $2,677.7 2.9% $6,707.6 6.2% 71.5%
2019-20 $9,833.9 4.8% $2,799.3 4.5% $7,034.6 4.9% 71.5%
2020-21 $10,302.6 4.8% $2,872.7 2.6% $7,429.8 5.6% 72.1%
2021-22 $10,791.1 4.7% $3,002.2 4.5% $7,789.0 4.8% 72.2%
2022-23 $11,309.4 4.8% $3,081.5 2.6% $8,228.0 5.6% 72.8%
2023-24 $11,860.8 4.9% $3,224.1 4.6% $8,636.7 5.0% 72.8%
2024-25 $12,438.1 4.9% $3,310.4 2.7% $9,127.7 5.7% 73.4%
2025-26 $13,045.3 4.9% $3,463.9 4.6% $9,581.5 5.0% 73.4%
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Annual Increasesin the Funded Pupil Count and Base Per Pupil Funding
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