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DEPARTMENT OF EDUCATION
Commissioner: Dwight D. Jones

(2) ASSISTANCE TO PUBLIC SCHOOL S

This section provides funding that is distributed to public schools and school districts, as well as funding for Department staff who administer
this funding or who provide direct support to schools and school districts.

(A) Public School Finance

Administration 1,482,010 S 1,591,763 1,501,773
FTE Included in General Department 18.0 S 19.0 18.0
General Fund and Program Adnministration line item, above 0S 0 A 0 BA#13
FTE 0.0 S 0.0 A 0.0 BA #13
Cash Funds (State Education Fund) 0 S 406,886 A 0
FTE 00 S 6.0 A 0.0
Reappropriated Funds (transferred from State Share) 1,482,010 S 1,184,877 A 1,501,773 BA #13
FTE 18.0 S 13.0 A 18.0 BA #13
Declining Enrollment Study - CF (SEF) n/a n/a 0 S 0 200,000
Funded Pupil Count (FTE) a/ 753,065.2 760,884.2 778,135.9 S 785,099.9 A 788,648.3 \; BA #16, 17
Percent Change 1.6% 1.0% 2.3% 0.9% 1.4%
Denver-Boulder Inflation Rate (prior CY) 2.1% 3.6% 2.2% 3.7% 3.9%
Statewide BASE Per Pupil Funding $ 4,863.87 $ 5,087.61 $ 525041 S  $ 5,497.18 $ 5,507.68
Percent Change 3.1% 4.6% 3.2% 4.7% 4.9%
Statewide AVERAGE Per Pupil Funding $ 6,359.16 $ 6,661.05 $ 6,881.84 S $ 7,202.58 $ 7,225.40
Percent Change 3.1% 4.7% 3.3% 4.7% 5.0%
Total Program 4,788,862,198 5,068,284,706 5,355,007,072 S 5,654,742,599 5,698,295,823
Percent Change 4.7% 5.8% 5.7% 5.6% 6.4%
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Local Share of Total Program Funding b/
Percent Change

Rescission due to Shortfall in State Share

State Share of Districts Total Program Funding ¢/
General Fund

1,730,267,009
1.6%

3.058,595,189
2,575,695,304

1,915,971,895
10.7%

3.152,312.811 d/

2,790,148,902

1,955,868,682 S

2.1%

6,193,184

3.392.945.206
2,930,074,211

2,099,804,106
7.4%

3.554.938.493
3,076,577,922

2,002,007,038
2.4%

V; DI #1; BA #16, 17,
3.696,288.,785 19
3,076,577,922

General Fund Exempt Account (included above) 425,068,380 327,600,000 369,000,000 369,000,000 369,000,000
Cash Funds (State Education Fund) 386,823,212 388,568,695 A 531,748,987
Cash Funds (State Public School Fund) 9,491,876 9,491,876 76,047,783 89,791,876 87,961,876
Cash Funds Exempt (State Education Fund) 299,779,516 259,063,033
Cash Funds Exempt (State Public School Fund) 173,628,493 93,609,000
Items paid from the Sate Share line item, above by
reducing payments to school districts [ shown for
information only] :
Off-the-top funding for Legislative Council staff to
conduct biennial cost-of-living study 0 250,000 0 0 250,000
Off-the-top funding for department's costs of
administering schoal finance programs 0 0 1,682,010 0 1,701,773
Additional State Aid Related to Locally Negotiated
Business I ncentive Agreements (BIAS) - GF & 904,942 0 0 0 0
General Fund Appropriation to the State
Education Fund 0 0 0 26,265,104 A 0
Military Dependent Supplemental Pupil
Enrollment Aid - GF n/a 1,818,517 1,818,517 0A 0 BA #4
Hold-har mless Full-day Kindergarten Funding -
CF (SEF) n/a n/a 7,356,409 6,902,069 7,705,498 v
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Aid for Declining Enrollment Districts with New
Charter Schools

General Fund

Cash Funds (State Education Fund)

See Grant Pgms., Distributions, and Other Assistance subsection

S oI

OO|O

Subtotal - Public School Finance
FTE

3,059,500,131

3,152,312,811

3,403,602,142

3,589,697,429

3,705,696,056

General Fund 2,576,600,246 2,790,148,902 2,931,892,728 3,102,843,026 3,076,577,922
General Fund Exempt Account (included above) 425,068,380 327,600,000 369,000,000 369,000,000 369,000,000
FTE 0.0 0.0 0.0 0.0 0.0
Cash Funds 9,491,876 9,491,876 470,227,404 485,669,526 627,616,361
FTE 0.0 0.0 0.0 6.0 0.0
CF - State Education Fund (included above) 0 0 394,179,621 395,877,650 539,654,485
CF - Sate Public School Fund (included above) 9,491,876 9,491,876 76,047,783 89,791,876 87,961,876
Cash Funds Exempt/ Reappropriated Funds 473,408,009 352,672,033 1,482,010 1,184,877 1,501,773
FTE 18.0 13.0 18.0
CFE - Sate Education Fund (included above) 299,779,516 259,063,033
CFE - Sate Public School Fund (incl. above) 173,628,493 93,609,000
Change in State Share Appropriation 6.6% 3.0% 7.6% 4.8% 8.9%
Changein General Fund Portion of State Share
Appropriation 7.1% 5.0% 5.0% 5.0% 5.0%
Sate Aid as Percent of Districts Total Program
Funding 63.9% 62.2% 63.4% 62.9% 64.9%

a/ Pursuant to Section 22-28-104, C.R.S., the funded pupil count includes 10,080.0 FTE for the 20,160 5-day slots authorized for

the Colorado Preschool Program for FY 08-09 and FY 09-10.

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

¢/ Actual expenditures for FY 2007-08 include $250,000 that the Department was statutorily authorized to use "off-the-top"
to make payments to Legislative Council staff to conduct the biennial cost-of-living study.
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d/ Actual state share payments totaled $3,152,408,981 for FY 2007-08. Pursuant to Section 22-54-114 (3) and (4), C.R.S., the
difference between actual payments and the amount appropriated ($301,796) does not revert to the General Fund. Instead,

50 percent ($150,898) is transferred to the Comprehensive Health Education Fund and 50 percent remains available in the State
Public School Fund.

e/ Actual expenditures reflect the actual amounts paid to school districts related to these agreements. In both FY 2006-07 and
FY 2007-08, appropriations fell short of the full amount districts were eligible to receive (by $845,430 in FY 2006-07 and by
$450,112 in FY 2007-08). The Department estimates that districts will be eligible to receive $418,016 and $332,847 for

FY 2008-09 and FY 2009-10, respectively, if the General Assembly appropriates funding for such purpose.

(B) Categorical Programs

(1) District Programs Required by Statute

Special Education - Children with Disabilities 271,411,950 282,426,975 280,169,837
FTE 62.7 56.7 64.5

General Fund a/ 99,572,375 99,011,021 71,572,347 S
Cash Funds (State Education Fund) 55,789,778 S
Cash Funds (local funds) a/ 561,355 not appropriated
Cash Funds Exempt (State Education Fund) 16,380,950 22,408,062
Cash Funds Exempt/ Reappropriated Funds 105,416 153,010 98,768
FTE 0.5 0.5 0.5
Federal Funds 155,353,209 160,293,527 152,708,944
FTE 62.2 56.2 64.0
State Funding Portion of Appropriation 115,953,325 121,419,083 127,362,125
Annual Change in State Funding 5.2% 4.7% 4.9%
English Language Proficiency Program 16,769,779 20,462,733 19,901,227

FTE 4.2 4.6 4.6

General Fund a/ 4,657,644 4,643,799 3,101,598 S

Cash Funds (State Education Fund) 5,510,459 S

Cash Funds (local funds) a/ 13,845 not appropriated

Cash Funds Exempt (State Education Fund) 1,475,253 2,561,953

Federal Funds 10,636,882 13,243,136 11,289,170

FTE 4.2 4.6 4.6

State Funding Portion of Appropriation 6,132,897 7,205,752 8,612,057

Annual Change in State Funding 51.7% 17.5% 19.5%
6-Mar-09 4

281,017,133
64.5
71,572,347
56,457,218

not appropriated

101,812
0.5
152,885,756
64.0
128,029,565
0.5%

21,640,331
4.6
3,101,598
7,238,336
not appropriated

11,300,397
4.6
10,339,934

20.1%

377,620,446
64.5
71,572,347
55,789,778

not appropriated

101,812
0.5
250,156,509
64.0
127,362,125
0.0%

23,421,597
4.6
3,101,598
9,019,602
not appropriated

11,300,397
4.6
12,121,200

40.7%

DI#2, BA #2, 18

DI#2, BA #2
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(I1) Other Categorical Programs
Federal Special Education Grant for Infants, Toddlers, Appropriated to the Department of Human
and Their Families - FF 664,643 Services
FTE 1.1
Public School Transportation 42,932,056 45,329,830 45,858,842 49,937,267 49,659,638 DI #2, BA #2
FTE 0.0 0.0 2.0 2.0 2.0
General Fund 38,142,072 38,744,438 36,922,227 36,927,957 A 36,922,227
FTE 0.0 0.0 2.0 2.0 2.0
Cash Funds (State Education Fund) 8,486,615 12,559,310 A 12,287,411
Cash Funds (Public School Transportation Fund) 450,000 450,000 450,000
Cash Funds Exempt (Public School Transportation
Fund) 0 450,000
Cash Funds Exempt (State Education Fund) 4,789,984 6,135,392
State Funding Portion of Appropriation 42,932,056 44,879,830 45,408,842 49,487,267 49,209,638
Annual Change in State Funding 3.2% 4.5% 1.2% 9.0% 8.4%
Transfer to the Department of Higher Education for
Distribution of State Assistance for Vocational
Education 20,635,922 21,208,319 21,672,472 22,419,294 23,189,191 DI#2, BA#2
General Fund 18,349,048 18,349,048 17,792,850 17,792,850 A 17,792,850
Cash Funds (State Education Fund) 3,879,622 4,626,444 A 5,396,341
Cash Funds Exempt (State Education Fund) 2,286,874 2,859,271
Annual Change in State Funding 3.2% 2.8% 2.2% 3.4% 7.0%
Special Education - Gifted and Talented Children 7.808.035 7,997,177 8,396,099 8,694,992 9.003.120 DI#2, BA #2
General Fund a/ 7,049,291 7,027,087 5,500,000 5,500,000 A 5,500,000
Cash Funds (State Education Fund) 2,896,099 3,194,992 A 3,503,120
Cash Funds (local funds) a/ 22,913 not appropriated not appropriated not appropriated
Cash Funds Exempt (State Education Fund) 758,744 947,177
State Funding Portion of Appropriation 7,808,035 7,974,264 8,396,099 8,694,992 9,003,120
Annual Change in State Funding 0.0% 2.1% 5.3% 3.6% 7.2%
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Expelled and At-risk Student Services Grant Program 6,254,571 6,329,236 6,340,676 6,843,560 7,343,560 DI#2, BA #2
FTE 0.0 0.8 1.0 1.0 1.0
General Fund 5,787,158 5,832,872 5,788,807 5,791,691 5,788,807
FTE 0.0 0.8 1.0 1.0 1.0
Cash Funds (State Education Fund) 551,869 1,051,869 1,554,753
Cash Funds Exempt (State Education Fund) 467,413 496,364
Annual Change in State Funding -0.5% 1.2% 0.2% 7.9% 15.8%
Small Attendance Center Aid 961.817 943,333 943,333 943,333 959.379 DI#2, BA #2
General Fund a/ 834,479 767,755 787,645 787,645 787,645
Cash Funds (State Education Fund) 155,688 155,688 171,734
Cash Funds (local funds) a/ 66,724 not appropriated not appropriated not appropriated
Cash Funds Exempt (State Education Fund) 127,338 108,854
Sate Funding Portion of Appropriation 961,817 876,609 943,333 943,333 959,379
Annual Change in State Funding 8.1% -8.9% 7.6% 0.0% 1.7%
Comprehensive Health Education 599,688 599,347 705,396 1,005,396 1,005,396 DI#2, BA #2
FTE 0.1 0.0 1.0 1.0 1.0
General Fund 300,000 300,000 0 0 0
Cash Funds (State Education Fund) 105,396 705,396 805,396
Cash Funds (Comprehensive Health Education
Fund) 600,000 300,000 200,000
FTE 1.0 1.0 1.0
Cash Funds Exempt (Comprehensive Health
Education Fund) 299,688 299,347
FTE 0.1 0.0
Annual Change in State Funding -0.1% -0.1% 17.7% 42.5% 42.5%
Minimum Inflationary Increase for Categorical $8,313,727 $10,752,609
Programs Required by Section 17 of Article IX of the included in above included in above
State Constitution lineitems lineitems
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Subtotal - Categorical Programs 368,038,461 385,296,950 383,987,882 392,501,306 492,202,327
FTE 68.1 62.1 73.1 73.1 73.1
General Fund 174,692,067 174,676,020 141,465,474 141,474,088 141,465,474
FTE 0.0 0.8 3.0 3.0 3.0
Cash Funds 0 664,837 78,425,526 86,739,253 89,178,135
FTE 0.0 0.0 1.0 1.0 1.0
CF - State Education Fund (included above) 77,375,526 85,989,253 88,528,135
Cash Funds Exempt/ Reappropriated Funds 26,691,660 36,419,430 98,768 101,812 101,812
FTE 0.6 0.5 0.5 0.5 0.5
CFE - Sate Education Fund (included above) 26,286,556 35,517,073
Federal Funds 166,654,734 173,536,663 163,998,114 164,186,153 261,456,906
FTE 67.5 60.8 68.6 68.6 68.6
Sate Funding for Categorical Programs 201,278,311 210,492,440 219,441,000 227,763,341 230,193,609
Annual Change in State Funding 5.1% 4.6% 4.3% 3.8% 4.9%
a/ In some districts, local tax revenues more than offset the amount needed for total program funding pursuant to the school
finance formula. In these cases, pursuant to Section 22-54-107 (2), C.R.S., the excess tax revenues are used to offset state
programs (referred to as "categorical buyout"). For FY 2007-08, affected districts spent a total of $664,837 in local tax
categorical programs; the General Fund appropriation for each of these programs was reduced by the same amount, and
were instead distributed to districts to offset public school transportation expenses.
(C) Grant Programs, Distributions, and Other
Assistance
(I1) Capital Construction
Public School Capital Construction Assistance Board -
Lease Payments - CF (Public School Capital
Construction Assistance Fund) n/a n/a 10,000,000 20,000,000 20,000,000
Division of Public School Capital Construction
Assistance - CF (Public School Capital Construction
Assistance Fund) n/a n/a 537,545 913,592 921,702
FTE 5.0 9.0 9.0
6-Mar-09 EDUCMK-figset
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Financial Assistance Priority Assessment - CF (Public
School Capital Construction Assistance Fund) n/a n/a 12,300,000 0 7,850,000
Full-day Kindergarten Facility Capital Construction
Fund - CF (SEF) n/a n/a 0S 0 0
School Capital Construction Expenditures Reserve
Fund 15,979,479 19,500,815 0 n/a n/a
FTE 1.9 2.0 0.0
General Fund 7,500,000 10,000,000 0
Cash Funds Exempt/ Reappropriated Funds b/ 8,479,479 9,500,815 0
FTE 1.9 2.0 0.0
School Construction and Renovation Fund 15,114,255 23,862,723 0 n/a n/a
General Fund 7,500,000 10,000,000 0
Cash Funds Exempt/ Reappropriated Funds 7,614,255 13,862,723 0
Charter School Capital Construction 7,800,000 5,000,000 6,635,000 2,500,000 5,000,000 BA #3
General Fund 0 0 1,500,000 S 0 0
Cash Funds (State Education Fund) 0 0 5,135,000 S 2,500,000 A 5,000,000
Cash Funds Exempt (State Education Fund) 7,800,000 5,000,000 0 0 0
(VI) Facility Schools[NEW SUBSECTION
HEADER]
Facility Schools Unit and Facility Schools Board n/a n/a 523,568 261,403 261,403
FTE 3.0 3.0 3.0
Cash Funds (State Education Fund) 523,568 261,403 0
FTE 3.0 3.0 0.0
Reappropriated Funds 0 0 261,403
FTE 0.0 0.0 3.0
Facility School Funding - CF (SEF) n/a n/a 18,475,256 19,269,692 20,817,769
Hold-harmless Facility School Student Funding - CF
(SEF) n/a n/a 587,504 0 0
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Subtotal - Grant Programs, Distributions, and
Other Assistance (Capital Construction and
Facility Schoolsonly) 38,893,734 48,363,538 49,058,873 42,944,687 54,850,874
FTE 1.9 2.0 8.0 12.0 12.0
General Fund 15,000,000 20,000,000 1,500,000 0 0
Cash Funds 0 0 47,558,873 42,944,687 54,589,471
FTE 0.0 0.0 8.0 12.0 9.0
CF - State Education Fund (included above) 24,721,328 22,031,095 25,817,769
Cash Funds Exempt/ Reappropriated Funds 23,893,734 28,363,538 0 0 261,403
FTE 1.9 2.0 0.0 0.0 3.0
CFE - Sate Education Fund (included above) 7,800,000 5,000,000

SUBTOTAL - ASSISTANCE TO PUBLIC
SCHOOL S (above programsonly)
FTE
General Fund
General Fund Exempt Account (included above)
FTE
Cash Funds
FTE
CF - State Education Fund (included above)
CF - State Public School Fund (included above)
Cash Funds Exempt/ Reappropriated Funds
FTE
CFE - Sate Education Fund (included above)
CFE - Sate Public School Fund (incl. above)
Federal Funds
FTE

3,466,432,326
70.0
2,766,292,313
425,068,380
0.0

9,491,876

0.0

9,491,876
523,993,403
2.5
333,866,072
173,628,493
166,654,734
67.5

3,585,973,299
64.1
2,984,824,922
327,600,000
0.8
10,156,713
0.0

9,491,876
417,455,001
2.5
299,580,106
93,609,000
173,536,663
60.8

3,836,648,897
811
3,074,858,202
369,000,000
3.0
596,211,803
9.0
496,276,475
76,047,783
1,580,778

0.5

163,998,114
68.6

4,025,143,422

4,252,749,257

911 85.1
3,244,317,114 3,218,043,396
369,000,000 369,000,000
3.0 3.0
615,353,466 771,383,967
19.0 10.0
503,897,998 654,000,389
89,791,876 87,961,876
1,286,689 1,864,988
0.5 3.5
164,186,153 261,456,906
68.6 68.6

* "S" indicates that the FY 2008-09 Appropriation amount reflects a supplemental funding adjustment approved by the Committee.
+ "A" indicates that the amount requested for FY 2009-10 has been amended since the original November 1, 2008 budget submittal.

# In the Change Requests column: the "DI" refers to the priority of a decision item request; "NP" refers to non-prioritized decision items, and "BA" refers to a budget amendment.

v The amount reflected in the FY 09-10 recommendation column is based on current law. However, staff recommends a statutory change which would modify this appropriation.
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JBC WORKING DOCUMENT - ALL DECISIONS SUBJECT TO CHANGE
Staff Recommendation Does Not Represent Committee Decision

DEPARTMENT OF EDUCATION:

(School Finance, Categorical Programs, Capital Construction, and Facility Schools only)

FY 2009-10

SUMMARY OF RECOMMENDATIONSINCLUDED IN THISPACKET

Thefollowing table provides a summary of the most significant staff recommendationsincluded in
this packet. Detailed recommendations for each line item follow.

Summary of Significant Staff Recommendationsin this Packet

Total General Cash Federal
Description Funds Fund Funds Reapprop. Funds FTE

Recommended Changes from Adjusted FY 2008-09 Appropriation for FY 2009-10:

State Share of Districts Total

Program Funding (includes

funding to maintain kindergarten

funding at 0.58 FTE*) 303,343,579 146,503,711 156,839,868 0 0 0.0
Eliminate fifth year of enrollment

averaging* (9,338,910) 0  (9,338,910) 0 0 0.0
Reduce Hold-harmless Full-day

Kindergarten Funding* (6,305,800) 0  (6,305,800) 0 0 0.0

Subtotal: School Finance 287,698,869 146,503,711 141,195,158 0 0 0.0

Categorical programs 108,214,445 0 10,752,609 3,044 97,458,792 0.0
Public School Capital

Construction Assistance Board -

Lease Payments (HB 08-1335) 10,000,000 0 10,000,000 0 0 0.0
Facility School Funding

(HB 08-1388) 2,342,513 0 2,342,513 0 0 0.0
Division of Public School Capital

Construction Assistance

(HB 08-1335) 384,157 0 384,157 0 0 4.0
Declining Enrollment Study 200,000 0 200,000 0 0 0.0
Facility School Unit and Board

(HB 08-1204) (262,165) 0 (523,568) 261,403 0 0.0
Eliminate Hold-harmless Facility

School Student Funding

(HB 08-1388) (587,504) 0 (587,504) 0 0 0.0
Charter School Capital

Construction (1,635,000) (1,500,000) (135,000) 0 0 0.0
6-Mar-09 10 EDUCMK -figset



Summary of Significant Staff Recommendationsin this Packet
Total General Cash Federal
Description Funds Fund Funds Reappr op. Funds FTE
Eliminate Military Dependent
Supplemental Pupil Enrollment
Aid (1,818,517) (1,818,517) 0 0 0 0.0
Financial Assistance Priority
Assessment (HB 08-1335) (4,450,000) 0  (4,450,000) 0 0 0.0
Other 368,852 0 349,089 19,763 0 0.0
Total Recommended Changes 400,455,650 143,185,194 159,527,454 284,210 97,458,792 4.0

* Statutory change required.

(2) ASSISTANCE TO PUBLIC SCHOOLS
(A) Public School Finance

Administration. First included in the FY 2008-09 Long Bill, this line item includes funding to
support Department staff who administer the School Finance Act and the Colorado Preschool
Program, provide technical assistance to school districtsrelated to full-day kindergarten programs,
and audit school districtsto ensure compliancewith thefederal school lunch program, public school
transportation, and English language proficiency programs. Thefollowing table provides a staffing
summary for thisline item.

Public School Finance, Administration: Staffing Summary
FY 2007-08 FY 2008-09 FY 2009-10 FY 2009-10
Position Description Actual Approp. Request Recomm.
School Finance 6.0 6.0 6.0 6.0
Colorado Preschool Program and
Full-day Kindergarten Programs 2.0 7.0 7.0 7.0
Full-day Kindergarten Facility
Capital Construction Grant
Program 0.0 0.0 1.0 0.0
School District Audits 5.0 5.0 5.0 5.0
Total 13.0 18.0 19.0 18.0

Recent Legidlation Affecting This Line Item. House Bill 08-1388 expanded both the Colorado
Preschool Program and full-day kindergarten funding. The act included a provision requiring the
Department, upon a district's request, to provide related technical assistance. The act included an
appropriation of $348,071 cash fundsfrom the State Education Fund and 5.0 FTE for the Department
to provide such technical assistance and to administer the expanding Colorado Preschool Program.
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Finally, thisact included an appropriation of $82,545 cash fundsfrom the State Education Fund and
1.0 FTE to administer the Full-day Kindergarten Facility Capital Construction Grant Program
(created through the act).

Senate Bill 09-215 reinstates a statutory provision authorizing "off-the-top" funding of the school
finance unit in order to reduce General Fund expenditures, maintain critical Department functions,
and comply with constitutional funding requirements. In addition, S.B. 09-215 eliminates funding
for the 1.0 FTE ($82,545) that was added through H.B. 08-1388 to administer the Full-day
Kindergarten Capital Construction Grant Program. This program was frozen by the Governor last
Fall, so the Department has not filled this position.

Department Request. The Department requests $1,591,763 and 19.0 FTE for thislineitem for FY
2009-10. Therequest includes $406,886 cash fundsfrom the State Education Fund and $1,184,877
reappropriated funds transferred from the State Share of Districts Total Program Funding lineitem
("off-the-top" funding authorized through S.B. 09-215).

Saff Recommendation. Consistent with the Committee' srecent actionsconcer ningthefinancing
of thislineitem, aswell as Committee policies related to the calculation of Personal Servicesand
Operating Expenses, staff recommends appropriating a total of $1,501,773 reappropriated
funds(transferred from the State Share of Districts Total Program Fundinglineitem) and 18.0FTE
for FY 2009-10. The following table details the cal culations underlying staff's recommendation.

Summary of Recommendation: Public School Finance, Administration
General Cash Reapp.
Description Total Funds Fund Funds Funds FTE
Personal services portion of FY 08-09 Long Bill
appropriation $1,060,459 $1,060,459 $0 $0 13.0
H.B. 08-1388 (Colorado Preschool Program and
full-day kindergarten programs) 377,691 0 377,691 0 6.0
FY 2008-09 Supplemental (S.B. 09-215) (82,545) (1,060,459) (377,691) 1,355,605 (1.0
Salary survey awarded in FY 08-09 29,156 29,156 0 0 0.0
80% of Performance-based pay awarded in
FY 08-09 10,282 10,282 0 0 0.0
Base reduction (0.0% for lines with 20.0+ FTE) 0 0 0 0 0.0
Fund source adjustment 0 (39,438) 0 39,438 0.0
Subtotal: Personal Services 1,395,043 0 0 1,395,043 18.0
Operating expenses and travel portion of FY 08-
09 Long Bill appropriation 84,980 84,980 0 0
H.B. 08-1388 (Colorado Preschool Program and
full-day kindergarten programs) 41,425 0 41,425 0
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Summary of Recommendation: Public School Finance, Administration
General Cash Reapp.
Description Total Funds Fund Funds Funds FTE
FY 2008-09 Supplemental (S.B. 09-215) 0 (84,980) (41,425) 126,405
Eliminate one-time funding provided in
H.B. 08-1388 (for capita outlay) (19,675) 0 0 (19,675)
Fund source adjustment 0 0 0 0 0.0
Subtotal: Operating, Travel, and Capital
Outlay Expenses 106,730 0 0 106,730 0.0
Recommended FY 09-10 appropriation 1,501,773 0 0 1,501,773 18.0

Therearetwo primary differencesbetween staff'srecommendation and therequest. First, therequest
assumes that the 6.0 FTE added through H.B. 08-1388 will continue to be supported by the State
Education Fund. Consistent with S.B. 09-215, staff recommendsfunding all staff supported by this
line item in the same manner. Second, consistent with S.B. 09-215, staff 's recommendation
excludes 1.0 FTE added through H.B. 08-1388 to administer the Full-day Kindergarten Facility
Capital Construction Grants program.

Declining Enrollment Study. House Bill 08-1388 included a provision [see Section 22-54-132,
C.R.S] requiring the Department to contract with aprivate entity to conduct astudy to eval uate how
declining pupil enrollment in school districtsimpacts students and to recommend possibleremedies.
Among other issues, the study isto examine the effects of existing provisions of the School Finance
Act and school choice on districts experiencing declining enrollment, aswell as the barriersto and
incentives for district consolidation. This provision required the Department to submit a report
summarizing the study findings and recommendations to both Education Committees and the Joint
Budget Committee on or before March 15, 2009.

TheDepartment's budget request assumed that thisstudy would have been completed in FY 2008-09,
s0 it does not include funding for FY 2009-10. However, S.B. 09-215 delays the requirements of
thisprovision by oneyear. Thus, staff recommendsappropriating $200,000 cash fundsfromthe
State Education Fund for FY 2009-10 to allow the Department to complete the study as
required. If the General Assembly isinterested in encouraging school districts to consolidate or
enter into cooperative agreements in order to maximize their efficiency and effectiveness, it is
possible that the study could provide useful information and recommendations to facilitate such a
process.

State Share of Districts' Total Program Funding.

Background Information. The primary source of funding for public schoolsin Coloradoisprovided
pursuant to the Public School Finance Act of 1994, which establishes a per pupil-based formulafor
determining the "total program™ funding level for each school district. The formula provides the
same base amount of funding per pupil for every district. Pursuant to Section 17 of ArticleX of the
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Colorado Constitution, the General Assembly is required to provide annual inflationary increases
in base per pupil funding. Specificaly, 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 2009-10, base per pupil funding will need to increase from $5,250.41 to $5,507.68 (4.9
percent), based on an actual inflation rate of 3.9 percentin CY 2008. Please notethat thiscalculation
ispredicated on S.B. 09-215 being enacted, asthisbill eliminated from the statewide base per pupil
funding the additional $19.72 per pupil that was added through H.B. 08-1388, but was not
constitutionally required.

The formulaincreases base per pupil funding for each district based on factors that affect districts
costs of providing educational services. The formulaalso provides additional funding for districts
with studentswho may beat risk of failing or dropping out of school. Thus, actual per pupil funding
variesfor each district. The Department provided information indicating that, on average, districts
will receive per pupil funding of $7,225.40 in FY 2009-10 (an increase of 5.0 percent). Each
individual district's per pupil funding is multiplied by its funded pupil count to determineits "total
program"” funding.

Local property and specific ownership taxes provide the first source of revenue for districts' total
program funding, and the remainder is covered by state funds. Property taxes are based on each
district'smill levy and the assessed (taxable) value of property in each district. Specific ownership
taxes are paid on motor vehicles. State funds are then appropriated to fund the balance of districts
total program funding. For FY 2009-10, local property taxes and specific ownership taxes are
projected to increase by 2.4 percent.

Department Request. The Department's request for school finance for FY 2009-10 is based earlier
projections of the funded pupil count, the inflation rate for CY 2008, and available local revenues.
The Department has submitted several budget amendmentsto adjust the financing of thislineitem.
The request provides for a 5.0 percent increase in the General Fund portion of school finance
appropriations for FY 2009-10. The following table summarizes the key components of the
Department's request and staff's recommendation.

FY 08-09 FY 09-10
School Finance: Total Program Adjusted Approp. Request Recomm.
Funded Pupil Count 778,135.9 785,099.9 788,648.3
Annual Percent Change 0.9% 1.4%
Statewide Base Per Pupil Funding $5,250.41 $5,497.18 $5,507.68
Annual Percent Change 4.7% 4.9%

6-Mar-09 14 EDUCMK-figset



FY 08-09 FY 09-10

School Finance: Total Program Adjusted Approp. Request Recomm.
Statewide Average Per Pupil Funding $6,881.84 $7,202.58 $7,225.40
Annual Percent Change 4.7% 5.0%
Total Program Funding $5,355,007,072 $5,654,742,599 $5,698,295,823
Annual Percent Change 5.6% 6.4%
Local Share of Districts Total Program Funding $1,955,868,682 $2,099,804,106 $2,002,007,038

Less: Local taxes foregone as a result of locally
negotiated business incentive agreements $0 $0 $0

Net local share $1,955,868,682 $2,099,804,106 $2,002,007,038
Annual Percent Change 7.4% 2.4%

Rescission due to shortfall in State Share $6,193,184 $0 $0

State Share of Districts Total Program Funding
(including amount related to BIAS) $3,392,945,206 $3,554,938,493 $3,696,288,785

Annual Percent Change 4.8% 8.9%

62.9% 64.9%

Sate Share as % of Districts Total Program

Please note that pursuant to H.B. 08-1388, districts are currently receiving supplemental
kindergarten enrollment funding to expand full-day kindergarten programs. This funding is
determined by allowing districts to count kindergarten students as 0.58 FTE rather than 0.50 FTE.
However, H.B. 08-1388 only specified this calculation for FY 2008-09; current law is silent with
regard to thefactor to apply for FY 2009-10. House Bill 08-1388 did include a provision specifying
that the General Assembly intends to annually increase the appropriation for full-day kindergarten
programs, beginning with an increase of $20 million in FY 2009-10. In light of the General Fund
revenue shortfall, the Department's request is based on the assumption that the General
Assembly will maintain the 0.58 kinder garten funding factor for FY 2009-10.

Staff's recommendation is consistent with this assumption, and staff recommendsincluding
the associated funding in the Long Bill. Alternatively, the Committee could choose to exclude
funding related to supplementa kindergarten enrollment in the Long Bill, and instead include the
associated funding in a bill which specifies this factor for FY 2009-10.

Please note that H.B. 08-1388 allows a district experiencing declining enrollment to average up
tofive(rather than four) year sof enrollment for funding purposes. TheDepartment'srequest
is based on repealing this change, and only allowing up to four (rather than five) years of
averaging. Staff'srecommendation for theL ongBill isbased on current law, and thusincludes
thefive-year averaging provision. Staff hasincluded arecommendation related to this statutory
change later in this section.

For FY 2009-10, staff recommendsprovidingatotal of $3,696,288,785 statefundingfor school
finance. Staff'srecommendation is based on current law, and the most recent projections provided
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by Department Staff. [Please note that the annual appropriation for school finance is based on
estimates of pupil counts and local property tax revenues. Thus, the annual appropriation typically
requires amid-year adjustment once the actual dataisavailable.] The following table summarizes
staff's recommendation, by fund source, in relation to the request. Staff has provided a discussion
of each funding source following the table.

Sour ces of Funds Appropriated for Public School Finance
FY 2009-10
Recomm. Annual
Fund Source FY 08-09 Request Approp. Change
Genera Fund $2,930,074,211 = $3,076,577,922  $3,076,577,922  $146,503,711
Annual Percent Change 5.0% 5.0%
Cash Funds: State Public School Fund (federal
mineral lease revenues, rental income earned on
public school lands, and audit recoveries) 76,047,783 89,791,876 87,961,876 11,914,093
Annual Percent Change 18.1% 15.7%
Cash Funds: State Education Fund 386,823,212 388,568,695 531,748,987 144,925,775
Annual Percent Change 0.5% 37.5%
Total State Funds 3,392,945,206 3,554,938,493 3,696,288,785 303,343,579
Annual Percent Change 4.8% 8.9%

Sate Public School Fund. The State Public School Fund (SPSF) isthe smallest source of revenue
available for public school finance. The SPSF currently receives revenues from three primary
sources', discussed below.

1. Federal Mineral Lease Revenues. A portion of federal fundsreceived by the State for sales,
bonuses, royalties, and rentals of public landswithin the State are al so credited to the SPSF.
These federal minera lease (FML) revenues are primarily derived from coal, gas, and ail,
and most revenues are earned from federal lands on the Western Slope. Due to production
and price changes, federal mineral lease revenues can vary significantly from year to year,
and aretherefore difficult to project. However, S.B. 08-218 modified the all ocation of these
revenues, effective July 1, 2008. For fiscal years2008-09 through 2010-11, thelesser of 48.3
percent of FML revenues (excluding bonus payments) or $65,000,000 will be transferred to

! Please note that the Department is required to transfer to the SPSF, on a quarterly basis, amounts
appropriated fromthe General 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. Inaddition, the Department isrequiredtotransfer half of any unexpended balance at the end of each
fiscal year to the Colorado Comprehensive Health Education Fund. Theseportionsof the SPSF areexcluded
from the above discussion.
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the SPSF; for subsequent fiscal years, this$65.0 million cap will beincreased by 4.0 percent
annually.

2. Rental Income Earned on Public School Lands. A portion of rental income earned on public
school lands, including mineral royalties, grazing fees, land sales, timber sales, and interest
earnings, is credited to the SPSF. A portion of rental incomeisalso appropriated to support
the State Land Board, a portion is credited to the Public School Capital Construction
Assistance Fund, and the remainder is transferred to the Public School Fund. Pursuant to
H.B. 08-1335, the amount transferred to the SPSF is limited to $11.0 million.

3. District Audit Recoveries. The balance of annual revenuesto the SPSF 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). Pursuant to S.B. 07-199, the time
period over which adistrict may pay back overpaymentsto the Department was extended so
that it isequivalent to the number of years covered by the audit [ see Section 22-2-113 (1) (g),
C.R.S]. Asaresult, overpayments are no longer paid back soon after they are identified.
The Department isnow offsetting alarge portion of itsaccountsreceivablefrom districts (an
asset) with deferred revenue equal to those amounts that are not anticipated to be received
within thefollowing fiscal year (aliability). Thus, the SPSF balance reflects that portion of
accounts receivabl e that the Department actually anticipates receiving within the following
fiscal year.

Based on the most recent projections of the above-described revenue sources, staff's
recommendation isbased on thefollowing projected revenuesto the State Public School Fund
for FY 2009-10:

Projections of Moneys Availablein the State Public School Fund: FY 2009-10

Description Amount
Projected year-end fund balance, FY 08-09 $15,015,101
Federal mineral lease revenues (capped statutorily) 65,000,000
Rental income earned on public school lands (capped statutorily) 11,000,000
District audit recoveries (portion anticipated to be collected in FY 08-09 is reflected
in fund balance, above) 0
Total funds projected to be available 91,015,101
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Projections of Moneys Availablein the State Public School Fund: FY 2009-10

Description Amount

Amount required to public school laws [pursuant to Section 22-2-112 (1) (i), C.R.S] (35,480)
State match for School Lunch Program [pursuant to Section 22-54-123, C.R.S] (2,472,644)
Supplemental on-line education programs [pursuant to Sections 22-2-130 and 22-5-

119] (530.000)
Subtotal: Expenditures for purposes other than the School Finance Act (3,038,124)
Recommended appropriation from State Public School Fund for the State

Shareof Districts Total Program Funding for FY 09-10 87,961,876
Projected fund balance for FY 2008-09 (based on current accounts receivable) 15,101

Sate Education Fund. The State Education Fund (SEF) consists of one-third of one percent of
income tax revenues, plus any interest earned on the fund balance. The Genera Assembly may
annually appropriate moneys from the SEF for a number of education-related purposes, including
complying with the requirement to annually increase base per pupil funding for public school
finance. SEF revenues are not subject to the Taxpayer Bill of Rights (TABOR) limitation on fiscal
year spending, and any appropriation from the SEF is not subject to the six percent statutory
l[imitation on state General Fund appropriations.

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 legislationtoimplement section 17 of article| X 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
and services by ensuring that moneys are credited to the state education fund,
invested while in 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.R.S]

Staff recommendsappropriating atotal of $531,748,987 from the SEF for thislineitem, which
is simply the difference between the total recommended appropriation for this line item and the
amounts available from other available fund sources. Staff has included a discussion of the SEF
solvency later in this section.
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General Fund. Although moneys available in the State Public School Fund and the SEF 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 thispurpose. Currently, the General Fund provides over 86 percent of the state funding
for districts total program funding.

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
annua growth rate in General Fund appropriations for districts' total program funding was 6.13
percent. This compares to a compound annua growth rate of 5.06 percent for the eight years
following the passage of Amendment 23 (FY 2001-02 through FY 2008-09).

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 5.5% 56,613,541 66.43% 1,526,269,461 6.91%
1996-97 1,594,123,930 8.5% 53,580,360 -5.36% 1,647,704,290 7.96%
1997-98 1,689,946,178 6.0% 35,647,023 -33.47% 1,725,593,201 4.73%
1998-99 1,776,015,806 5.1% 74,830,202 109.92% 1,850,846,008 7.26%
1999-00 1,887,449,285 6.3% 42,685,306 -42.96% 1,930,134,591 4.28%
2000-01 1,974,673,211 4.6% 73,400,663 71.96% 2,048,073,874 6.11%
Passage of Amendment 23

2001-02 2,073,406,872 5.0% 156,629,363 113.39% 2,230,036,235 8.88%
2002-03 2,137,582,405 3.1% 346,960,158 121.52% 2,484,542,563 11.41%
2003-04 2,247,917,791 5.2% 379,156,261 9.28% 2,627,074,052 5.74%
2004-05 2,342,782,148 4.2% 401,122,658 5.79% 2,743,904,806 4.45%
2005-06 2,480,460,455 5.9% 390,768,821 -2.58% 2,871,229,276 4.64%
2006-07 2,657,663,684 7.1% 403,505,151 3.26% 3,061,168,835 6.62%
2007-08 2,790,546,868 5.0% 362,163,909 -10.25% 3,152,710,777 2.99%
2008-09 2,930,074,211 5.0% 462,870,995 27.81% 3,392,945,206 7.62%
2009-10 3,076,577,922 5.0% 619,710,863 33.88% 3,696,288,785 8.94%
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Maintenance of Effort Requirement. Section 17 of Article!X 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’. The maintenance of effort
requirement did not apply for FY 2002-03 through FY 2004-05. Based on actual persona income
growth of 6.0 percent in CY 2007, the MOE does apply for FY 2008-09; the Legislative Council
Staff's December 2008 forecast indicatesthat it will apply for FY 2009-10, but not for FY 2010-11.

Other Legal Requirements. In addition to the General Fund maintenance of effort requirement, two
other provisions place legal limits on the General Assembly's authority to set the level of General
Fund appropriationsfor total program and categorical programs. First, ArticleX, Section 17 (5) of
the Col orado Constitution statesthat moneys appropriated from the SEF may not be used to supplant
the level of Genera Fund appropriations that existed on December 28, 2000 (the effective date of
Amendment 23) for categorical programs and total program. [The General Assembly recently
approved arequest to reduce General Fund appropriationsfor categorical programsto the minimum
level alowed under Amendment 23.]

Second, the General Assembly is required 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 Genera Assembly needs to appropriate an amount of
General Fund for total program each year sufficient to ensure that the General Assembly is capable
of providing the required annual inflationary increases -- both now and in the future.

Following the adoption of Amendment 23, the Pacey Economics Group prepared a report at the
request of the L egislative Audit Committee concerning theimplementation of Amendment 233, This
report described the model that Pacey developed to project future funding requirements for
education. The model was designed to alow policymakers to determine the future impact of
decisions about: (a) the level of General Fund appropriation for education; and (b) the level of
appropriations from the SEF for discretionary purposes. This report included avariety 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
appropriations for school finance only increased by 5.0 percent annually, the SEF would
become insolvent (by FY 2015-16) even if no moneys were appropriated from the SEF for
discretionary purposes.

2 The determination of whether the maintenance of effort provision appliesto aparticular fiscal year isbased
on the Colorado personal income datathat is released in December of that same fiscal year.

3 Pacey Economics Group, "Amendment 23: Economic Modeling for Decision Makers', (February 2001).
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. 5.6 Percent Annual General Fund Increases. The model predicted that if General Fund
appropriations for school finance increased by 5.6 percent annually, the SEF 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 SEF for discretionary purposes
without adversely impacting the solvency of the SEF (unless there was a significant
economic slowdown).

. 6.0 Percent Annual General Fund Increases. The model predicted that if General Fund
appropriations for school finance increased by 6.0 percent annually, the SEF would remain
solvent even if there was a significant economic slowdown. In addition, given thislevel of
Genera Fund support, the General Assembly could spend up to $50 million per year from
the SEF for discretionary purposes without adversely impacting the solvency of the SEF.

Thus, prior to the first economic downturn, it was clear that the General Assembly would need to
increase the General Fund appropriation for school finance by more than 5.0 percent to ensure it is
capable of providing the required funding increases over the long-term. During the economic
downturn, the General Assembly relied heavily on the SEF to comply with constitutional funding
requirements and mitigate the need for even greater cutsin General Fund support for other program
areas. These actions required a reduction in discretionary spending from the SEF, and more
significant increases in General Fund appropriationsin FY 2005-06 and FY 2006-07.

Last Session the General Assembly, largely in response to the impact of S.B. 07-199 on local
property tax revenues, reduced the General Fund appropriation for FY 2007-08 to the minimum
required level (a5.0 percentincrease). The General Assembly recently approved arequest to reduce
theFY 2008-09 General Fund appropriationtotheminimumlevel required. TheGovernor'sOffice
has proposed increasing the appropriation by 5.0 percent in FY 2009-10, plus appropriating
an additional $26.3 million General Fund tothe SEF in FY 2009-10. Thisactionwouldimprove
the solvency of the SEF, while maximizing the General Assembly'sflexibility to modify the Generd
Fund appropriation for school finance in both FY 2009-10 and FY 2010-11.

Solvency of the SEF. Staff has updated the model originally devel oped by Pacey Economics Group
to estimate the impact of staff's recommendations on the solvency of the SEF. Since staff's
presentation last December, staff has updated the model to reflect Legislative Council Staff's
December 2008 revenueforecast, actual student enrollment and local tax revenue datafor FY 2008-
09, theactua inflationratefor CY 2008, aswell asmorerecent Legidative Council Staff projections
of the funded pupil count and local tax revenues.

The updated model provides an outlook that is markedly different from last Spring. Thischangeis
primarily due to a significant decrease in Legislative Council Staff's projections of local tax
revenues. Asdetailed in the following table, current projections of local tax revenues that will be
available in fiscal years 2008-09 through 2012-13 are $902 million lower than those prepared |ast

Spring.
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Changesin Legislative Council Staff's Projections of Local Tax Revenues
Fiscal Year May 2008 January 2009 Change Cum. Change
2008-09 $1,965,055,671 $1,955,868,682 ($9,186,989) ($9,186,989)
2009-10 2,116,261,070 2,009,791,383 (106,469,687) (115,656,676)
2010-11 2,209,786,442 2,014,849,162 (194,937,280) (310,593,956)
2011-12 2,437,475,525 2,158,298,041 (279,177,484) (589,771,440)
2012-13 2,537,074,438 2,224,752,805 (312,321,633) (902,093,073)

Asthe State provideswhatever funding isrequired under the School Finance Act that isnot available
through local tax revenues, this new forecast indicates that an additional $900 million in state funds
will berequired through FY 2012-13. While the SEF can support a portion of this additional need,
the SEF balance and revenues will not be sufficient to cover the full amount.

Inlight of therevenueshortfall, staff recommendsincreasingthe General Fund appropriation
by 5.0 percent in FY 2009-10. Further, please note that staff's recommendation reflects the same
level of appropriation from the General Fund Exempt Account as in FY 2008-09. Staff will
ultimately reflect whatever amount the Committee approves (following release of Legidative
Council Staff's March revenue forecast).

The Committeeshould under stand, however, that approval of thisrecommendation will need
tobeaccompanied by statutory changestoaddressthenear-ter minsolvency of the SEF. Based
on thelevel of funding required for school finance and categorical programs under current law, the
discretionary SEF spending requested by the Department for FY 2009- 10, and assuming the General
Fund appropriation for the State Share increases by 5.0 percent in FY 2009-10, staff projectsthat
the SEF will essentially be spent down in FY 2009-10 (staff projects a balance $43 million by
fiscal year-end). This, in turn, would require the General Fund appropriation for school
finance to increase by 12 percent ($368 million) in FY 2010-11.

In consideration of these alarming projections, staff has estimated the magnitude of the changes that
will berequired to restore the solvency of the SEF. Staff'sestimateisbased on current law, plusthe
following assumptions:

. The General Assembly will increase the General Fund appropriation for the State Share by
5.0 percent in both FY 2009-10 and FY 2010-11.

. Beginning in FY 2011-12, the General Assembly will increase the Genera Fund
appropriation by 5.6 percent annually (the mid-level scenario by Pacey).

. The General Assembly will continue to fund kindergarten students at 0.58 FTE in future
fiscal years.
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Staff estimates that in order to maintain the solvency of the SEF and ensure the General
Assembly is capable of complying with constitutional funding requirementsin future fiscal
year s, theGeneral Assembly will need totakeactionstoreduceannual spending from the SEF
by $125 million, beginning in FY 2009-10. Please note that thisis not a reduction in spending
compared to FY 2008-09. Rather, it isareduction in the level of spending that would otherwise
occur. For example, if the General Assembly were to take actions to modify the school finance
formula so that total program funding were to grow by $218 million (4.1 percent) in FY 2009-10
rather than $343 million (6.4 percent), staff projectsthat the SEF would remain solvent. Thiswould
result in per pupil funding increasing by 2.7 percent in FY 2009-10, rather than 5.0 percent. This
reduction of $125 million could be accomplished through changesto the School Finance Act,
reductionsin discretionary SEF spending, or a combination.

- The Department submitted one specific request for a statutory change to reduce the cost of
the School Finance Act. Staff recommends approving the Department's request to
modify the School FinanceAct toallow up tofour (rather than five) year sof enr ollment
averaging. This change is estimated to reduce total program funding by $9,403,814,
including $9,338,910 state fundsand $64,904 local funds. Districtswould still receive $24.5
million in additional funding based on averaging up to four years of pupil enrollment.

Additional State Aid Related to L ocally Negotiated Business I 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, aswell as cities and counties, to negotiate with taxpayersto 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 revenueswhich areforegoneaspart of theagreement.® The state"backfill" for foregone
property tax revenues for any single facility is limited to ten years. Pursuant to S.B. 03-248,
however, local school boards have not been allowed to enter into any new business incentive
agreements since May 22, 2003.

Theannual cost of backfilling for locally-negotiated businessincentive agreements hasranged 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.

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

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

6 See Section 22-54-106 (8), C.R.S.
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Similar recisonswere required in FY 2001-02 ($244,237), and in FY 2003-04 ($393). Pursuant to
S.B. 05-200, however, astatewiderecisionisnolonger necessary when the appropriation fallsshort.
Instead, the shortfall only affects those districts that are receiving additional state aid as aresult of
an incentive agreement. The FY 2005-06 appropriation fell short by $757,126 (39.9 percent), the
FY 2006-07 appropriation fell short by $845,430 (48.3 percent). No fundswereappropriatedfor this
purpose for FY 2007-08, and S.B. 09-185 eliminates funding for FY 2008-09.

The Department has not requested an appropriation for FY 2009-10 for the additional state
aidrequiredto*” backfill” existingagreements. Consistent with theCommittee'srecent actions,
staff recommends approving the request.

Military Dependent Supplemental Pupil Enrollment Aid.

House Bill 07-1232 (Section 22-54-128, C.R.S.) established aprocess to provide mid-year funding
increasesto school districtsthat areimpacted by military troop movements. For FY 2007-08 through
FY 2010-11, districts may request additiona funding for pupils who are dependents of full-time
active-duty members of the military and who enroll after the annual October pupil count. Districts
may receive additional funding if the number of eligible students, counted in February, represents
anincreaseof at least 1.0 percent or 25 pupils. The Department isrequired to request asupplemental
appropriation by March 1 each year sufficient to provide each eligible district with one-half of its
per pupil revenues for each eligible pupil.

Thefollowing table detailsthe six districts eligible for supplemental fundingin FY 2007-08 and FY
2008-009.

Military Dependent Supplemental Pupil Enroliment Aid
FY 2007-08 FY 2008-09
District (all in Actual Per Pupil Actual Per Pupil

El Paso County) Count Revenue Funding Count Revenue Funding
Harrison 45.0 $6,791 $152,795 51.5 $7,032 $181,068
Widefield 57.0 6,279 178,950 104.5 6,530 341,180
Fountain 300.0 6,279 941,844 3435 6,530 1,121,486
Colorado Springs 54.5 6,509 177,383 88.0 6,740 296,579
Academy 20 76.0 6,285 238,825 66.5 6,530 217,115
Falcon 41.0 6,279 128,719 52.0 6,530 169,774

Total 2,580.5 1,818,517 2,714.0 2,327,202

The FY 2008-09 Long Bill included an appropriation of $1,818,517 General Fund for this program
based on the amount districts were eligible to receive in FY 2007-08. The Department submitted
asupplemental request and budget amendment in January to eliminate funding for this programin
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FY 2008-09 and FY 2009-10. The Committee approved thisrequest, and introduced a supplemental
bill (S.B. 09-185) to eliminate this line item for FY 2008-09. This funding was restored in the
Senate, offset by a one-time transfer from the Hazardous Substance Response Fund.

Based on information submitted by school districts, the Department provided staff with data
indicating that six districts were eligible to receive up to a total of $2,327,202 in FY 2008-09.
Section 22-54-128 (7), C.R.S,, indicates that funding for the program is "subject to available
appropriations'. As the appropriation remains at $1,818,517, the Department will reduce each
district's funding proportionately.

In light of the revenue shortfall, staff recommendsthat the Committee approve therequest to
eliminate thislineitem for FY 2009-10. Please note that these districts do receive funding for
studentswho enroll after the October pupil count in thefollowing school year (if the student remains
inschool). Inaddition, please note that H.B. 08-1317 directed the Governor to enter into acompact
on educational opportunity for military children with other statesto remove barriers to educational
success due to moves and deployment of their parents. This act created the Interstate Commission
on Educational Opportunity for Military Children to administer the compact and facilitateinterstate
activities. Finally, this act appropriated $32,185 cash funds from the State Education Fund to the
Department for FY 2008-09 to cover the costs of membership to the new Commission.

Alternatively, the Committee could chooseto partially fund thislineitem for FY 2009-10. Staff has
provided variousfunding level aternativesfor the Committee'sconsiderationinthefollowingtable.
The FY 2008-09 appropriation provides 78.1 percent of the maximum amount of funding districts
are eligible to receive.

Military Dependent Supplemental Pupil Enrollment Aid
Per cent of Estimated FY 2009-10 General
M aximum Funding Fund Appropriation

10.0% $232,720

25.0% 581,801

50.0% 1,163,601

75.0% 1,745,402

100.0% 2,327,202

Hold-harmless Full-day Kindergarten Funding

House Bill 08-1388 added 300 half-day preschool slotsfor the Colorado Preschool and Kindergarten
Program"” (renamed the Colorado Preschool Program or CPP) for FY 2008-09, for atotal of 20,160.
This act eliminated the option for districts to provide afull day of kindergarten to children through
the CPP. For those districts that had previously elected to use CPP dots to provide full-day
kindergarten, this act included a"hold harmless’ provision. Thus, these districts receive 0.58 FTE
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funding for all kindergarten students, plus an additional amount of per pupil funding (0.42 FTE)
based on the number of kindergarten students previously served through CPP. An appropriation
from the State Education Fund ($7,356,409) was provided for FY 2008-09.

The Department has provided dataindicating that thislineitemwill require$7,705,498 for FY 2009-
10. Appendix B details the school districts that receive additional funding through this line item,
aong with the estimated payments for FY 2009-10. Staff recommends including an
appropriation of $7,705,498 cash fundsfrom the State Education Fund inthe FY 2009-10L ong
Bill based on current law.

-

However, in light of the State revenue shortfall and the near-term projected insolvency of
the State Education Fund, staff recommendsthat the Committeeintroducelegislation to
modify this hold-harmless funding, beginning in FY 2009-10. Of the 60 districts
receiving funding through this line item, 30 are currently are projected to receive
supplemental kindergarten funding that will support more FTE than the district previously
supported using CPP sl ots; for theremaining 30 districts, supplemental kindergartenfunding
is projected to support fewer FTE than the district previously supported using CPP dots.
Staff recommends modifying the hold har mlessfunding provision, limiting funding to
smply ensure that these districts receive sufficient funding to provide full-day
kindergarten programs to the same number of kindergarten students that were
supported through CPP funding in FY 2007-08. This proposal would reduce hold
harmless funding by $6,654,889 for FY 2009-10 (from $7,705,498 to $1,050,609).

For example, Adams - Commerce City is anticipated to have 652 kindergarten studentsin
FY 2009-10. Thisdistrict previously utilized CPP slotsto provide full-day kindergarten for
111 students (17 percent). Under current law, this district is anticipated to receive the
following for FY 2009-10:

. CPP funding for 600 preschool students (approximately 92 percent of students
entering kindergarten the following school year);
. half-day kindergarten funding for all 652 students;

. supplemental kindergarten fundingto providefull-day kindergarten for 104 students;
and
. hold harmless funding to provide full-day kindergarten for another 93 students.

Staff's recommendation would reduce the additional funding for full-day kindergarten from
a level that supports 197 students (30 percent of kindergarten students) to a level that
supports 104 students (16 percent of students). Thedistrict would thenreceivehold harmless
funding to provide full-day kindergarten for seven students, so that the district is able to
provide full-day kindergarten for the same number of studentsasin FY 2007-08 (111).

6-Mar-09 26 EDUCMK-figset



Aid for Declining Enrollment Districtswith New Charter Schools

House Bill 06-1375 included a provision that provides additional state aid for school districts with
declining enrollment for the first year of operation of a new charter school [see Section 22-54-126,
C.R.S]. Theactincluded an appropriation totaling $1,283,377, including $1,000,000 from the State
Education Fund and $283,377 General Fund, for such purpose. Subsequently, S.B. 07-199 set a
$300,000 cap for the total amount of aid that a declining enrollment district in which anew district
charter school opens may receive in the fiscal year in which the new charter school opens.

The General Assembly did not appropriate any funds for this purpose for FY 2007-08 or FY 2008-
09, and the Department has not requested any funding for this purpose for FY 2009-10. Staff
recommends approving the request for $0.

LONG BILL FOOTNOTES
Staff recommends continuing the following footnote, as amended:

6 Department of Education, Assistance to Public Schools, Public School Finance, State
Shareof Districts Total Program Funding -- Theminimum state aid for fiscal year 2008-
69 2009-10 is established at $119:6% $96.37 per student.

The Public School Finance Act of 1994 indicatesthat “no district shall receivelessin state aid than
an amount established by the general 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.]. [Please note that this is different than the minimum per
pupil funding referenced in Section 22-54-104 (2) (a), C.R.S]

The minimum per pupil state aid amount identified in thisfootnoteis used by both the Department
of Education and Legislative Council staff in calculating the amount of state aid for which each
districtiseligiblebased upon annual public school financelegidation. Staff cal culated the minimum
per pupil state aid for FY 2009-10 as follows:

Interest/investment earnings on the Public School Fund that are

credited to the State Public School Fund $0
Rental income earned on state public school lands that is credited

to the State Public School Fund 11,000,000
Mineral lease moneys alocated to State Public School Fund 65,000,000
Total estimated revenues $76,000,000
Divided by: Projected statewide funded pupil count (Long Bill) 788,648.3
Minimum per pupil state aid $96.37
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Pursuant to H.B. 08-1335, interest and investment income earned on the Public School
("Permanent") Fund is no longer credited to the State Public School Fund. Thus, staff hasreflected
$0 from thisfunding source above. Further, pursuant to S.B. 08-218, the amount of federal mineral
lease revenues credited to the State Public School Fund is now capped; the applicable cap for FY
2009-10 is $65.0 million.

Finally, please note that staff hasincluded rental income that is earned on state public school lands
in the above calculation for anumber of years. Staff notes that the statutory provision concerning
minimum per pupil state aid does not reference the statutory section that allocates (up to $11 million
in) rental income earned on state public school landsto 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 assumesthat it is appropriate to continue to include the rental income
earned on state public school lands that is available for appropriation.

Staff recommends adding the following footnote:

N Department of Education, Assistance to Public Schools, Public School Finance, State
Shareof Districts Total Program Funding -- Of the amount appropriated for thisline item,
aportion, not to exceed $250,000 for fiscal year 2009-10, shall betransferred to the Legidative
Council for the purpose of funding the biennial cost of living analysis pursuant to Section 22-
54-104 (5) (c) (11I) (B), C.R.S.

Pursuant to Section 22-54-104 (5) (c¢) (111) (A), C.R.S., the Legidlative Council staff isrequired to
conduct a biennia study concerning the relative cost of living in each school district. The results
of the study are then to be used to adjust each school district's cost of living factor for purposes of
calculating per pupil funding for the following two fiscal years. Thus, the results of the study that
will beconductedin 2009 will impact funding requirementsfor FY 2010-11 and FY 2011-12. Under
current law, the costs of the study are supported by "off-the-top” funding from the State Share. The
Legidlative section of the FY 2009-10 Long Bill will include spending authority for the Legislative
Council Staff to receive and spend these moneys.

Staff recommends continuing the following request for information, as amended:

Department of Education, Assistance to Public Schools, Public School Finance, State
Shareof Districts Total Program Funding -- The Department isrequested to provide to the
Joint Budget Committee, on or before November 1, 2068; 2009, information concerning the
Colorado Preschool and-Ktnhdergarten Program. The information provided is requested to
include the following for fiscal year 2067-68 2008-09: (a) data reflecting the ratio of the total
funded pupil count for the Program to the total funded pupil count for kindergarten; (b) data
indicating the number of three-year-old children who participated in the Program; (c) data
indicating the number of children who part|C| pated in the Program for afull- day rather thana
half-day; 5
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eomponent: and {e} (d) the state and local shares of total program funding that is attributable
to the Program.

(2) ASSISTANCE TO PUBLIC SCHOOLS

(B) Categorical Programs

Description / Constitutional Funding Requirement. Programs designed to serve particular groups
of students (e.g., students with limited proficiency in English) or particular student needs (e.g.,
transportation) have traditionally been referred to as "categorical™ programs. Unlike public school
finance funding, there is no legal requirement that the General Assembly increase funding
commensuratewith thenumber of studentseligiblefor any particular categorical program. However,
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 the rate of inflation for subsequent
fiscal years. For example, based on the actual inflation rate for calendar year 2008 (3.9 percent), the
General Assembly is required to increase state funding for categorical programs by at least $10.7
million (4.9 percent) for FY 2009-10.

The General Assembly determines on an annual basishow to finance therequired increase, and how
toallocatetherequiredincrease amongthevariouscategorical programs. Thefollowingtabledetails
increases in the annual appropriation of state funds since FY 2000-01, by program area.

Increasesin State Funding for Categorical Programs

FY 2008-09 Increasein Annual Appropriation of State
Long Bill Line ltem Appropriation Funds Since FY 2000-01
Special education - children with disabilities $127,362,125 $55,851,352 78.1%
English Language Proficiency Program 8,612,057 5,510,459 177.7%
Public school transportation 45,408,842 8,486,615 23.0%
Colorado Vocational Act distributions 21,672,472 3,879,622 21.8%
Specia education - gifted and talented children 8,396,099 2,896,099 52.7%
Expelled and at-risk student services grant program 6,340,676 551,869 9.5%
Small attendance center aid 943,333 (4,807) (0.5)%
Comprehensive health education 705,396 105,396 17.6%
Total $219,441,000 $77,276,605 54.4%

Pursuant to Section 22-55-107 (3), C.R.S., for FY 2008-09 budget year and each budget year
thereafter, on or before February 15, "the education committees of the house of representatives and
senate, or any successor committees, may submit to the joint budget committee of the generad
assembly ajoint recommendation regarding the allocation of the increase in total state funding for
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all categorical programs as required by subsection (1) of this section for the next budget year. The
joint budget committee shall consider but shall not be bound by any joint recommendations made
pursuant to this subsection (3) when devel oping the annual general appropriation bill for the budget
year for which the joint recommendation is made'. However, staff is not aware of any
recommendations made by either Committee.

A description of each categorical program lineitemisprovided below, including adescription of the
funds available -- other than state funds -- for each program. A discussion and recommendations
related to the constitutionally required funding increase for this group of programsfor FY 2009-10
follows, with the recommended allocations summarized on page 42.

(1) District Programs Required by Statute

Special Education - Children with Disabilities. Pursuant to the federal Individuals with
Disabilities Education Act (IDEA) and the state Exceptional Children'sEducational Act [Article20
of Title22, C.R.S], school districtsarerequiredto providefreeeducational servicesto children, ages
three to 21, who by reason of one or more conditions are unabl e to receive reasonabl e benefit from
ordinary educational services. Districts are aso required to provide free educational services to
children "whose presence in the ordinary educational program is detrimental to the education of
others and who must therefore receive modified or supplementary assistance and servicesin order
to function and learn”. Services provided must be individualized and appropriate for the specific
needs of the child, and, to the extent possible, be provided in the least restrictive environment.
Federal and state law require administrative units (usually aschool district or aboard of cooperative
service) to provide all necessary services to children identified as having a disability regardless of
the cost or other district needs and priorities.

In addition to total program funds districts receive to provide educational servicesto children with
disabilities (including three- and four-year-old children’), districts are statutorily eligible to receive
reimbursement for additional costsincurredin providing educational servicesto school-agechildren
with disabilities. These reimbursements are subject to available appropriations. For FY 2007-08,
the Department all ocated thefoll owing amountsto administrative unitsand state-operated programs:

State Funding $ 117,119,975
Federal IDEA, Part B Grant 127,206,476
Federal IDEA, Part B, Section 619 Grant (Preschool) 3,726,919
Total: SFY 2007-08 248,053,370

Federal funds are generally allocated based on the total number of elementary and secondary
students within the boundaries of each administrative unit, with a portion of the funding allocated
based on the number of children living in poverty.

" Pursuant to Section 22-54-103(10)(d), C.R.S., three- and four-year-old chil dren with disabilitiesare counted
as half-day pupils.
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Pursuant to Sections22-20-114 and 114.5, C.R.S,, the Department all ocated state fundsamong units
asfollows:

"Tier A": Administrative units received $1,250 for each child with a disability who was
reported on the December 2006 (prior year) special education count. In FY 2007-08, atotal
of $104.0 million was allocated for atotal of 83,226 children.

"Tier B": Administrative units received an additional $6,000 per student for a per centage
of the children reported on the December 2006 count with the following disabilities:
significant limitedintell ectual capacity, significant identifiable emotional disability, hearing
disability, vision disability, deaf-blind, autism, traumatic brain injury, and multiple
disabilities. The percentage is determined by the appropriation. For FY 2007-08, $13.1
million in state funding covered 2,198 (11.8 percent) of the 18,520 eligible children.

"Tier C": Administrative unitsreceived grantsfor reimbur sement of high costsincurred
in providing special education services to a child in the preceding fiscal year (e.g., costs
incurred for one student in excess of $25,000). These grants were distributed based on
recommendations from the Colorado Special Education Fiscal Advisory Committee, taking
into consideration the magnitude of the high costsincurred by aunitinrelation to itsbudget.
For FY 2007-08, $2.0 million was allocated for this purpose. Beginning in FY 2008-09, a
total of $4.0 millionwill beallocated for thispurpose, including $2 million for costsincurred
to serve studentswithin the school district, and $2 million for costsincurred to serve students
outside the district.

Child Find: Administrative units receive funds to offset the costs incurred in conducting
child find activitiesunder Part C of IDEA for children who arelessthan three yearsof age
(e.g., screening and evaluation of children with disabilities from birth through two years of
age). For FY 2007-08, $2,200,000 was allocated among units based on the number of
children under age three who were evaluated by the unit in FY 2005-06. The total dollar
amount allocated for this purpose increases each year based on the lesser of the rate of
inflation or theannual percentage changein state funding for special education services, and
the number of children evaluated by administrative units in the preceding budget year.

"Educational Orphans': Up to $500,000 isused to reimburse administrative unitsfor excess
costs paid to eligible facilities within the unit's boundaries for " educational orphans’,
those students with disabilities: (a) for whom parental rights have been relinquished or
terminated; (b) the parents of whom are incarcerated or cannot be located; (c) the parents of
whom reside out of the state but the Department of Human Serviceshas placed such children
within the administrative unit; or (d) who are legally emancipated. For FY 2007-08, these
costs totaled $707,344; 15 administrative units thus received reimbursement for about 71
percent of the costsincurred.
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The Department's $281.0 million request represents a .05 percent increase in state funding when
compared to the FY 2008-09 appropriation. Please note that thisrequest is predicated on astatutory
change to eliminate the $2 million that was added in FY 2008-09 for high cost grants. The
Department's request includes $71.6 million General Fund, $56.5 million from the State Education
Fund, and $101,812 reappropriated fundsand 0.5 FTE funded from atransfer from the Department
of Human Services, Division of Vocational Rehabilitation. Therequest alsoincludes$152.7 million
in federa funds that are anticipated to be available to reimburse administrative units and support
64.0 federally-funded Department FTE.

Staff recommends appropriating a total of $377,620,446 and 64.5 FTE for FY 2009-10. This
recommendation includes no change in either the General Fund or State Education Fund
appropriations, the requested increase in reappropriated funds, and $250,156,509 in federal funds.
Colorado isanticipated to receive atotal of $154,012,026 federal IDEA Part B funds pursuant to the
American Recovery and Reinvestment Act (ARRA). Staff'srecommendation includes12/19 of this
additional amount, assuming that moneys will be expended evenly from March 2009 through
September 2010. Given the magnitude of the increase in federal funding, staff is not
recommending any increase in state funding for FY 2009-10.

English L anguage Proficiency Program. Pursuant to the federal No Child Left Behind Act [Title
Il - Language Instruction for Limited English Proficient and Immigrant Students], the federal Civil
Rights Act of 1964 [Title V1], and the English Language Proficiency Act [Article 24 of Title 22,
C.R.S], districts are required to identify and provide programs for students whose dominant
languageisnot English. The Department previously provided datadetailing the number of students
eligible for state funding as well as the number receiving English language learner (ELL) services
who are not eligible for state funding, by grade level. This dataindicated that the largest numbers
of students are receiving ELL servicesin preschool through third grade (46 percent).

Some federal funding is available for such programs (an estimated $11.3 million for FY 2008-09),
and the State provides assistance to districts through two mechanisms. First, districts receive "at-
risk" funding through the School Finance Act for students whose dominant languageisnot English.
Second, districtsreceivefunding through the English Language Proficiency Act (ELPA) for students
whose dominant language is not English. This ELPA funding, however, is limited to a maximum
of two years per student.

The Department is required to allocate state funding in two parts:

. Three-quarters of the amount appropriated is to be used to provide funding to districts
serving students who: (a) speak languages other than English and do not comprehend or
speak English; or (b) students who comprehend or speak limited English, but whose
predominant languageis not English. Annual per eligible student funding for these types of
students may not exceed $400 or 20 percent of the state average per pupil operating revenues
for the preceding year, whichever is greater.
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