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Overview of OSPB Proposals Concerning School Finance, Categorical Programs,
and the State Education Fund

This section is intended to provide an overview of the maor components of the K-12 budget
balancing proposals submitted by the Office of State Planning and Budgeting (OSPB). The plan
includes several components designed to: (1) reduce Genera Fund expenditures in the near term;
(2) reduce future state funding obligations; (3) improve the solvency of the State Education Fund
(SEF); and (4) maintain programs and functions that are considered high priorities.

The table that begins on the following page details the major components of the proposal for both
FY 2008-09 and FY 2009-10. Pleasenotethat dollar amountsinthetablereflect changesto existing
appropriations (FY 2008-09), or changesto theinitial budget request for FY 2009-10. The major
components include the following:

. The OSPB proposesreducingthe General Fund appropriationsfor Total Program and
various categorical programs to the minimum levels allowed under the Colorado
Constitution, as well as eliminating General Fund appropriations for the Colorado
Student Assessment Program (CSAP). These proposalsallow for a$75.3 million General
Fund reduction in FY 2008-09, which would be continued in FY 2009-10 and subsequent
fiscal years. These proposals require acommensurateincreasein annual SEF expenditures.

. The OSPB proposes funding certain Department activities " off-the-top” of total
program funding, thereby reducing districts funding by $3.5 million in FY 2008-09.

. The OSPB proposes statutory modifications to the School Finance Act that are
estimated to reducethe cost of the Act beginning in FY 2009-10 by $99.5 million. The
OSPB assumesthat the General Fund appropriation could be reduced by $70.7 million, with
the remaining $28.8 million reducing SEF appropriations. Please note that this General
Fund reduction can only occur if Colorado personal income increased by less than 4.5
percent in CY 2008. The most recent Legislative Council forecast indicates that the growth
rate may exceed this threshold.

. TheOSPB proposesdelayingany further expansion of full-day kinder garten programs,
thereby foregoing a planned $17.9 million increase (from the SEF) in FY 2009-10.

. Finally, the OSPB proposes suspending or eliminating avariety of grant programsand

distributions, saving atotal of $45.4 millionin FY 2008-09 (including $1.9 million General
Fund), and $7.4 million in FY 2009-10 (including $2.3 million General Fund).
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Overview of OSPB Proposal: M ajor Components

Refinance:
Tota program /a
Categorical programs

Colorado student assessment program (CSAP)

Subtotal
Fund " Off-the-top" of Total Program /b:
School finance administration
Closing the achievement gap
Content specialists
Subtotal

Eliminate, Suspend, or Reduce:
Modify cost-of-living factor /c

Full-day kindergarten capital construction grants

Reduce base per pupil funding

2-Feb-09

FY 2008-09 FY 2009-10
State
Education
General Fund | Fund (SEF) Total General Fund SEF Total
($26,558,352)  $26,558,352 $0 $0 $0 $0
(33,021,986) 33,021,986 0| (33,021,986) 33,021,986 0
(15,719,422) 15,719,422 0 (15,727,544) 15,727,544 0
(75,299,760) 75,299,760 0| (48,749,530) 48,749,530 0
(1,345,439) 0 (1,345,439) (1,184,877) 0 (1,184,877)
(1,701,000) 0 (1,701,000) (1,800,000) 0 (1,800,000)
(433,480) 0 (433,480) (448,250) 0 (448,250)
(3,479,919) 0 (3,479,919) (3,433,127) 0 (3,433,127)
0 0
0 0 0| (70,720,866) 0 (70,720,866)
0 (34,500,000) (34,500,000) 0 0 0
0 0 0 0 (21,187,281) (21,187,281)
2 EDUCMK-sup
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Overview of OSPB Proposal: M ajor Components

al The FY 2009-10 budget request already reflected continuation of this refinance.
b/ These proposals reduce funding distributed to districts under the School Finance Act.

FY 2008-09 FY 2009-10
State
Education
General Fund | Fund (SEF) Total General Fund SEF Total

Full-day kindergarten supplemental funding 0 0 0 0 | (17,905,808) (17,905,808)
Allow four (not five) years of enrollment averaging 0 0 0 0 (7,633,674) (7,633,674)
Charter school capital construction 0 (4,865,000) (4,865,000) 0 (2,500,000) (2,500,000)
Reduce special education high cost grants back to $2M 0 0 0 0 (2,000,000) (2,000,000)
Military dependent supplemental pupil enrollment (1,818,517) 0 (1,818,517) (1,818,517) 0 (1,818,517)
Teacher quality recruitment/ retention 0 (1,156,997) (1,156,997) 0 0 0
Alternative teacher compensation plan grants 0 (1,000,000) (1,000,000) 0 0 0
Summer school grant program 0 (972,895) (972,895) 0 0 0
Various smaller grant programs (99,000 (997,695) (1,096,695) (487,990) (625,000) (1,112,990)
Subtotal (1,917,517)  (43,492,587) = (45,410,104) | (73,027,373) (51,851,763)  (124,879,136)

(80,697,196) 31,807,173 = (48,890,023) | (125,210,030) (3,102,233)  (128,312,263)

¢/ Thisproposal assumesthat the General Assembly will not be required to increase the General Fund appropriation by 5.0 percent in FY 2009-10. However, the most
recent forecast from Legislative Council Staff indicatesthat the General Fund maintenance of effort will still apply in FY 2009-10. Thisactionwould haveasignificant
impact on the solvency of the State Education Fund in FY 2010-11 and subsequent fiscal years.
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Please note that there are a few significant ongoing grant programs that are not affected by the
proposal (i.e., funding would continue at current levels or increase as scheduled in FY 2009-10):

. School counselor corps grant program ($5,000,000 SEF annually)

. Reduced price lunch subsidies ($850,000 SEF annually)

. Smart start nutrition program ($700,000 General Fund annually)

. School breakfast program ($500,000 General Fund annually)

. Regional service cooperatives ($198,545 SEF for FY 2008-09, and $1,067,182 SEF for FY
2009-10)

In addition, please note that the plan does not include any reduction in funding for the Colorado
Preschool Program, and it proposes maintaining the existing level of funding for full-day
kindergarten. Finally, please notethat the Department has not withdrawn arequest for $908,620 from
the SEF in FY 2009-10 for a new program administered by the Department of Human Services to
provide integrated, school-based substance use treatment services for middle and high school
students.

Solvency of the State Education Fund - Updated Projections. Staff has updated the model
originally devel oped by Pacey Economics Group to estimate the impact of the OSPB proposal 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 revenue forecast, actual student enrollment and local tax
revenue data for FY 2008-09, as well as more recent Legidlative 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 dueto asignificant decreasein Legislative Council Staff's projectionsof |ocal tax revenues.
Asdetailed in thefollowing table, current projectionsof local tax revenuesthat will beavailable
in fiscal year s2008-09 thr ough 2012-13 ar e$902 million lower than those prepar ed last Spring.

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)
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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 be required 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. Thus, based on current
law, staff isnow projecting that the General Fund appropriation for school finance will need
to increase by 6.1 percent ($180 million) in FY 2009-10, and by another 12 percent ($384
million) in FY 2010-11.

Inlight of the General Fund revenue shortfall and the dramaticincreaseintheamount of statefunding
that will be required for K-12 education under current law, the OSPB proposal includes statutory
changes to the School Finance Act designed to reduce future funding obligations, aswell as severa
reductionsindiscretionary SEF expenditures. However, the OSPB plan fallsshort of ensuringthat
the SEF issolvent and the Stateisableto comply with constitutional funding requirementsin
the near term. Specifically, the updated Pacey model indicates that if the General Assembly
approvesthe OSPB plan (including the proposal to increasethe General Fund appropriationfor school
finance by only 2.6 percent in FY 2009-10), staff projects that the General Fund appropriation for
school finance will need to increase by nearly 13 percent ($385 million) in FY 2010-11.

In consideration of thesealarming projections, staff hasincluded recommendationsinthispacket that
are intended to reduce both General Fund and SEF expenditures. However, staff is not
recommending certain components of the OSPB plan at this time due to the near-term
conseguences (e.g., refinancing CSAP). If the Committee ultimately needsto implement these
proposalsin order to balancetheFY 2008-09 budget, theseactionswill need to beaccompanied
by other statutory changesto significantly reduce future K-12 funding obligations.
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Prioritized Supplementals

Supplemental Requests, Department Priorities#1, #6, #28, and #30
Total Program Funding, the State Share, and Base Per Pupil Funding
Statutory Change Requested and Recommended

Request Recommendation
Total $25,847,088 ($418,016)
General Fund (26,976,368) (26,976,368)
Cash Funds 52,823,456 26,558,352
Does JBC staff believe therequest meetsthe Joint Budget Committee's supplemental criteria? YES

[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

JBC staff and the Department agree that this request is the result of both data that was not available when the
original appropriation was made and an unforseen contingency (i.e., the revenue shortfall).

Background Information: While the applicable inflation rate is known at the time the Long Bill
appropriationisestablished (and thusthe required increasein base per pupil funding isknown), other
datathat affectsthe State Share of Districts Total Program Funding are not known. Specifically, the
appropriation is based on estimates of the funded pupil count, the number of at-risk students,
availablelocal tax revenues, and certain sources of state revenues. By January within thefiscal year,
this data has been collected by school districts and compiled by the Department.

Asrequired by Section 22-54-106 (4) (b), C.R.S., the Department annually submits a supplemental
request to adjust the current year appropriation based on actual student count and local tax revenue
data. If existing appropriationsareinsufficient and the General Assembly doesnot provideadditional
funds, or a supplemental appropriation is made to reduce existing appropriations, the Department is
required to reduce state aid for each school district and each Institute charter school onaproratabasis
[see Section 22-54-106 (4) (¢), C.R.S.]. Table A providesahistory of supplemental appropriations
for school finance since the existing School Finance Act was enacted.

2-Feb-09 6 EDUCMK-sup
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Total Funding Need for FY 2008-09, Based on Current Law

TABLE A: Recent Supplemental Appropriationsfor School Finance
AppropriationsMadein Supplemental Adjustments

Fiscal Year | Session Prior to Fiscal Year Dollars % Change Final Appropriation
FY 1994-95 $1,442,667,337 ($15,087,733) -1.0% $1,427,579,604
FY 1995-96 1,528,611,353 (2,341,892) -0.2% 1,526,269,461
FY 1996-97 1,646,300,014 1,404,276 0.1% 1,647,704,290
FY 1997-98 1,730,007,374 (4,414,173) -0.3% 1,725,593,201
FY 1998-99 1,855,911,414 (5,065,406) -0.3% 1,850,846,008
FY 1999-00 1,941,784,338 (11,649,747) -0.6% 1,930,134,591
FY 2000-01 2,056,039,525 (7,965,651) -0.4% 2,048,073,874
FY 2001-02 2,221,879,782 8,156,453 0.4% 2,230,036,235
FY 2002-03 2,455,147,022 29,395,541 1.2% 2,484,542,563
FY 2003-04 2,604,731,215 22,342,837 0.9% 2,627,074,052
FY 2004-05 2,732,460,144 11,444,662 0.4% 2,743,904,806
FY 2005-06 2,838,429,178 36,352,002 1.3% 2,874,781,180
FY 2006-07 3,040,302,744 20,866,091 0.7% 3,061,168,835
FY 2007-08 3,266,328,775 (113,617,998) -3.5% 3,152,710,777
FY 2008-09

(requested) 3,393,363,222 26,265,104 0.8% 3,419,628,326

TheDepartment hasprovided information indicatingthat theFY 2008-09 appr opriation should
beincreased by $26.3 million (0.8 percent). Asdetailed in the above Table A, in seven of the last
14 years, amid-year increasewasrequired; thelargest mid-year increase occurred in FY 2005-06 ($36
million). Therequested increaseisprimarily dueto higher than anticipated enrollment and
lower than anticipated local revenues. Table E, beginning on page 11, summarizesthe changesin
various components that affect the amount of state funding required for FY 2008-09. Each major
changeis described in detail below.
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Funded Pupil Count. The actual funded pupil count is higher than anticipated. The original
appropriations were based on an estimated funded pupil count of 776,017; the Department indicates
that the actual funded pupil count is 778,136 -- 2,119 FTE (0.3 percent) higher than anticipated. As
indicated in Table B, thisis afairly typical mid-year adjustment. Thisincrease in the funded pupil
count increases districts total program funding by approximately $14.6 million.

TABLE B: Comparison of Estimated and Final Funded Pupil Counts
Mid-Year Adjustment
Estimatefor Initial Per cent Estimate for Final
Fiscal Year Appropriation Funded Pupils Change Appropriation

FY 2001-02 705,782.3 1,435.7 0.2% 707,218.0
FY 2002-03 715,793.4 1,955.3 0.3% 717,748.7
FY 2003-04 725,360.6 (2,130.6) -0.3% 723,230.0
FY 2004-05 728,575.3 841.2 0.1% 729,416.5
FY 2005-06 738,014.1 3,389.2 0.5% 741,403.3
FY 2006-07 750,306.8 3,031.2 0.4% 753,338.0
FY 2007-08 768,416.3 (7,499.0) -1.0% 760,917.3
FY 2008-09

(requested) 776,017.0 2,118.9 0.3% 778,135.9

Appendix A provides detailed enrollment data for those 28 districts with the largest differences
between the estimated and actual number of students (differencesof 100 FTE or more). Thisanalysis
reveal sthat mid-year increasesrelated to pupil enrollment are primarily attributableto districtsinfour
counties: Douglas', Arapahoe, Denver, and Adams.

In addition, please note that S.B. 07-215 (which changed the oversight, structure, and funding of
public school on-line education) contained aprovision that removed limits on the on-line studentsfor
whom districtsmay receivefunding, effective FY 2008-09. Thefiscal notefor S.B. 07-215 estimated
that this provision would result in an additional 623.0 FTE enrolling in on-line programs, at a cost
of $4 million. Based on information provided by the Department at its December 2008 hearing,

! Please note that the significant changes in the Douglas and Baca-Vilas student counts are directly related,
reflecting the fact that the Hope On-line charter school is now authorized by Douglas, rather than Vilas.

2-Feb-09 8 EDUCMK-sup
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2,034.5 FTE are digible for funding in FY 2008-09 as a result of this provision, at a cost of $9
million. Appendix B provides detailed on-line enrollment data for the ten districts with the largest
on-line programs.

Per Pupil Funding. The statewide average per pupil funding amount is $3.15 higher than
anticipated, increasing districts total program funding by approximately $2.4 million. This
mid-year change is relatively small, as indicated in Table C. This increase is primarily due to a
slightly larger than anticipated increase in the number of students considered to be "at-risk™ based on
eligibility for the federal freelunch program. Districtsreceive agreater amount of per pupil funding
based on the presence and concentration of at-risk studentsinthat district. A higher number of at-risk
students results in a higher statewide average per pupil funding amount.

TABLE C: Comparison of Estimated and Final Statewide Average Per Pupil Funding
Mid-Year Adjustment
Estimate for Initial Per cent Estimate for Final
Fiscal Year Appropriation Per Pupil Funding Change Appropriation

FY 2001-02 $5,449.97 $3.06 0.1% $5,453.03
FY 2002-03 $5,782.95 $11.26 0.2% $5,794.21
FY 2003-04 $5,930.26 $12.90 0.2% $5,943.16
FY 2004-05 $6,066.50 $7.31 0.1% $6,073.81
FY 2005-06 $6,163.99 $3.44 0.1% $6,167.43
FY 2006-07 $6,375.68 ($16.76) -0.3% $6,358.92
FY 2007-08 $6,658.37 $2.66 0.0% $6,661.03
FY 2008-09

(requested) $6,904.49 $3.15 0.0% $6,907.64

Thetwo changesdescribed aboveresult in anet $17 million increasein districts total program
funding under the School Finance Act (both state and local funding).

State Funding Need for FY 2008-09, Based on Current L aw

If theamount of availablelocal tax revenues matched the estimates used to determine the FY 2008-09
appropriation, the state share of funding would need to beincreased by $17 million. However, actual
local tax revenues are $9.2 million |lower than projected last May, requiring an additional $9.2
million for the state share of funding. Specifically, property tax revenues are $10.5 million (0.6

2-Feb-09 9 EDUCMK-sup
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percent) lower than projected, and specific ownership taxes® are $1.3 million (0.8 percent) higher than
projected. Table D provides a history of mid-year adjustments related to local tax revenues.

TABLE D: Comparison of Estimated and Final Local Share of Funding
Mid-Year Adjustment
Estimatefor Initial Per cent Estimate for Final
Fiscal Year Appropriation L ocal Funding Change Appropriation

FY 2001-02 $1,629,630,908 $1,833,498 0.1% $1,631,464,406
FY 2002-03 1,686,085,389 (10,006,172) -0.6% 1,676,079,217
FY 2003-04 1,699,224,722 (25,647,702) -1.5% 1,673,577,020
FY 2004-05 1,689,777,616 (1,149,886) -0.1% 1,688,627,730
FY 2005-06 1,711,822,927 (9,357,746) -0.5% 1,702,465,181
FY 2006-07 1,744,552,387 (14,398,874) -0.8% 1,730,153,513
FY 2007-08 1,850,072,036 65,707,519 3.6% 1,915,779,555
FY 2008-09

(requested) 1,965,055,671 (9,186,989) -0.5% 1,955,868,682

Thus, existing appropriations of state funds are $26.3 million lower than the amount required
to fully fund the School Finance Act.

Summary of Changesfor FY 2008-09: Table E summarizes the above-described changes in the
funded pupil count, total program funding, and the state and local shares of such funding based on
current law.

2V ehicleregistration taxes are collected by counties and shared with school districts. Pursuant to Section 22-
54-106 (1) (a) (1), C.R.S., each district's local share of funding for total program includes a portion of these district
"specific ownership tax revenues' -- specifically, that portion that was collected for the previous budget year that is
attributableto all property tax levies made by the school district, except thoseleviesmadefor the purpose of satisfying
bonded indebtedness obligations (both principal and interest) and those authorized pursuant to voter approval to raise
and expend additional ("override") property tax revenuesin excess of the district's total program [see Section 22-54-
103 (11), C.R.S]. Total specific ownership tax revenues are directly related to the number of and taxable value of
vehicles. The portion of these revenues that count toward the local share of total program funding is impacted by
school districts general fund mill leviesinrelation to other school district mill levies, aswell as other local mill levies.

2-Feb-09 10 EDUCMK-sup
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TABLE E: Changesto School Finance Based on Actual Enroliment and L ocal Revenues
FY 08-09
Appropriation
Need Based on
Original Student Count
School Finance: Total Program FY 07-08 Actual Appropriation and Local Share Change
Funded Pupil Count 760,884.2 776,017.0 778,135.9 2,118.9
Annual Percent Change 1.0% 2.0% 2.3%
Statewide Base Per Pupil Funding $5,087.61 $5,270.13 $5,270.13 $0.00
Annual Percent Change 4.6% 3.6% 3.6%
Statewide Average Per Pupil Funding $6,661.05 $6,904.49 $6,907.64 $3.15
Annual Percent Change 4.7% 3.7% 3.7%
Tota Program Funding $5,068,284,706 $5,358,000,877 $5,375,078,991 $17,078,114
Annual Percent Change 10.9% 5.7% 6.1%
Local Share of Districts Total Program
Funding $1,915,971,895 $1,965,055,671 $1,955,868,681 ($9,186,990)
Property Tax Revenue $1,755,487,409 $1,804,571,185 $1,794,116,042  ($10,455,143)
Specific Ownership Tax Revenue $160,484,486 $160,484,486 $161,752,639 $1,268,153
Annual Percent Change on Total 10.7% 2.6% 2.1%
State Share of Districts Total Program
Funding (Excluding Additional State Aid
Related to BIAS) $3,152,312,811 $3,392,945,206 $3,419,210,310 $26,265,104
Annual Percent Change 3.1% 7.6% 8.5%
Sate Share as Percent of Districts Total
Program 63.9% 63.3% 63.6%

Department Request: The Department's supplemental request (priority #30) would fully fund
the State Share by increasing state funding for FY 2008-09 by $26,265,104 (from the State
Education Fund).

Inaddition, theDepartment isrequestingthat General Fund appropriationsfor the State Share
bereduced by $27 million (priorities#1 and #6), the maximum allowableamount. Thisreduction
includes the elimination of $418,016 in additional state aid related to locally negotiated business
incentive agreements. While this action will not affect those school districts with active agreements
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(El Paso-Harrison, El Paso-Fountain, Morgan-Ft. Morgan, and Weld-Windsor), it will affect those
busi nessesfor whom theincentiveswereoffered (Atmel Corporation, Front Range Power Co., Leprino
Foods, and Kodak). The Department is requesting that the General Fund reduction be offset by
increasing State Education Fund appropriations by the same amount ($27 million).

Finally, through priority #28, the Department isproposing a statutory changeto reduce base per
pupil funding for FY 2008-09 by $19.72 (from $5,270.13 to $5,250.41). Last Session, the General
Assembly increased base per pupil funding by $19.72 more than the minimum amount required by the
Colorado Constitution (an increase of 3.6 percent, rather than 3.2 percent). The Department is
proposing this statutory change to reduce School Finance obligations in FY 2009-10 and
subsequent fiscal years. The Department does not propose, however, making a commensurate
reduction in funding for school districts in FY 2008-09. Instead, the Department proposes
appropriating $20,071,919 from the State Education Fund through a separate line item so that this
statutory change does not impact school districts in the current fiscal year.

Staff Recommendation: Staff recommends adjusting the fund sources appropriated for the
State Shareof Districts Total Program Fundingfor FY 2008-09 asdetailed inthefollowing Table
F. The basisfor this recommendation follows.

TABLE F: Recommended Adjustmentsto FY 2008-09 Appropriationsfor School Finance

Existing Recommended = Recommended
Fund Sour ce Appropriation Appropriation Adjustments

General Fund (includes state backfill for BIAS) $2,957,050,579  $2,930,074,211 = ($26,976,368)

Cash Funds: State Education Fund 360,264,860 386,823,212 26,558,352

Cash Funds: State Public School Fund 76,047,783 76,047,783 0

Total Funds 3,393,363,222

3,392,945,206

(418,016)

First, staff recommends approving the Department's request to reduce the General Fund
appropriationsfor the State Shareby $27 million, themaximum allowableamount, and offsetting
thisreduction with an appropriation from the State Education Fund. Section 17 of Article IX
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 least five percent for FY 2001-02
through FY 2010-11. Thisfive percent "maintenance of effort” (M OE) requirement, however, does
not apply in any fiscal year in which Colorado personal income grows less than 4.5 percent between
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the two previous calendar years®. Based on actual personal income growth of 6.0 percentin CY 2007,
the MOE does apply for FY 2008-09. The most recent projections by Legislative Council Staff
(December 2008) indicate that the maintenance of effort requirement will apply for FY 2009-10, but
not for FY 2010-11. Table G details the calculation of the recommended adjustment to the General
Fund appropriation.

TABLE G: Calculation of Recommended General Fund Reduction
Fiscal Year General Fund
FY 2007-08 Base for Purposes of Calculating MOE Requirement 2,790,546,868
Plus: 5.0 percent increase 139,527,343
Minimum General Fund appropriation for FY 2008-09 2,930,074,211
Less: Existing FY 2008-09 appropriations 2,957,050,579
Maximum allowable reduction in FY 2008-09 appropriation (26,976,368)

Second, staff recommends that the Committee introduce legislation to reduce base per pupil
funding in FY 2008-09 by $19.72, as proposed by the Department in order to reduce future year
obligations. [Please note that pursuant to Section 22-54-104 (4.5) (c) (11), C.R.S. thisaction will also
decrease per pupil funding for on-line students enrolled in multi-district programs proportionately
(from $6,355 to $6,331)]. However, as discussed below, staff does not recommend holding districts
harmless by appropriating $20.1 million from the State Education Fund through a separate line item.

Finally, staff does not recommend increasing State Education Fund appropriations by $26.3
million to fully fund the existing School Finance Act (including the $20.1 million appropriation
requested to hold districts harmless from the reduction in base per pupil funding). On average, this
action would reduce per pupil funding by $25.61 in FY 2008-09. However, with this mid-year
rescission, average per pupil funding will still increase by 3.3 percent (compared to 3.7 percent). This
recommendation isintended to improve the solvency of the SEF (and thusthe State's ability to comply
with constitutional funding requirementsin future fiscal years), in light of more recent projections of
local property tax revenues. Seethe discussion of State Education Fund solvency that begins on page
4.

3 The determination of whether the General Fund maintenance of effort provision appliesto aparticular fiscal
year is based on the Colorado personal income data that is released in December of that same fiscal year.
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Pursuant to Section 22-54-106 (4), C.R.S., the General Assembly is required to make annual
appropriationsto fund the state's share of districts' total program funding and to fund institute charter
schools. In the event that the appropriation is not sufficient, the Department is required to request a
supplemental appropriation to make up the shortfall. However, the General Assembly isnot obligated
to approve such a supplemental request:

"(c) If asupplemental appropriation is not made by the general assembly to fully fund
the state's share...or asupplemental appropriation is made to reduce the state's share...
the state aid of each district and the funding for each institute charter school shall be
reduced in accordance with the provisions of this paragraph (c). Thetotal program of
each district that receives state aid shall be reduced by a percentage determined by
dividing the deficit in the appropriation or the reduction in the appropriation,
whichever is applicable, by the total program of all districts which receive state aid.
The state aid of each district shall be reduced by the amount of the reduction in the
district'stotal program or the amount of state aid, whichever isless..."

Pursuant to this provision, if the General Assembly does not change the amount appropriated for the
State Share, the Department will be required to reduce state aid to each district and institute charter
school by 0.49 percent ($26.3 million / $5,375.1 million), or the total amount of state aid, whichever
isless.

If FY 2008-09 base per pupil funding is statutorily decreased by $19.72, each district'stotal program
funding will be reduced accordingly through the formula (by a total of $20.1 million), and the
Department would be required to reduce state aid by an additional $6.2 million pursuant to the above
statutory provision.
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Supplemental Requests, Department Priorities#24, #25, and #26
Refinance VariousLineltems" Off-the-top”
Statutory Change Required

Request Recommendation
Total $0 $100,000
Genera Fund (3,479,919) (3,379,919)
FTE (17.6) (18.8)
Cash Funds (SEF) 0 1,715,364
FTE 0.0 (1.4)
Reappr. Funds (" off-the-top") 3,479,919 1,764,555
FTE 17.6 20.2

Does JBC staff believe therequest meetsthe Joint Budget Committee's supplemental criteria?
[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

YES

was made.

JBC staff and the Department agree that this request is the result of an unforseen contingency (i.e., the revenue
shortfall). Staff's recommendation is also based on data that was not available when the original appropriation

Background I nformation: During thelast recession, the General Assembly funded the Department's
school finance unit "off-the-top" of the State Share of Districts Total Program Funding line item in
order to reduce General Fund expenditures, maintain critical Department functions, and comply with
constitutional funding requirements. While this practice had been in place prior to FY 2004-05, the

following statutory provision was added to codify and clarify this practice (see H.B. 04-1397):

22-54-114. State public school fund. (2.3) Notwithstanding any provision of this
articleto the contrary, of the total amount appropriated by the general assembly in the
annual appropriation bill for each budget year to meet the state's share of the total
program of all districts, the department of education may transfer an amount specified
by the general assembly inthe annual general appropriation bill for that budget year to
offset the direct and indirect administrative costs incurred by the department in
implementing the provisions of this article. The total program of each district that
receives state aid shall be reduced by a percentage determined by dividing the amount
of the transfer by the total program of all districts that receive stateaid. The stateaid
of each district shall be reduced by the amount of the reduction in the district's total
program or the amount of state aid, whichever isless. The department of education
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shall ensure that the reduction in state aid required by this subsection (2.3) is
accomplished prior to the end of the budget year. The reduction in total program
described in this subsection (2.3) shall be in addition to any reduction that may be
required pursuant to section 22-54-106 (4) (c).

This off-the-top funding mechanism was utilized in FY 2004-05 and FY 2005-06, until the above
provision was repealed through H.B. 06-1375.

Department Request: The Department proposes refinancing three functions or programs "off-the-
top" of districts total program funding in order to reduce General Fund expenditures. Each of these
line items are described below.

. Public School Finance - Administration. The Department proposes using the off-the-top
funding mechanism to support Department staff who are responsible for administration of the
School Finance Act, preschool and full-day kindergarten programs, aswell as auditing school
districts to ensure compliance with the federal school lunch program, public school
transportation, and English language proficiency programs. In addition, the Department
proposes funding portions of two related line items -- Legal Services and Information
Technology Services -- in the same manner. The Department estimates that $100,000 of
expenditures incurred in each of these two areas directly relate to administering the School
Finance Act.

. Closing the Achievement Gap. This line item, first funded in FY 2008-09, supports an
initiative to address achievement gaps associated with race and income. The Department is
providing assistance to six districts with significant achievement gaps, including a gap
consultant, software tools and hardware platform for monitoring progress, and staff
devel opment and on-site coaching for both teachersandinstructional leaders. [Pleasenotethat
through supplemental #21, the Department is requesting to reduce the $1.8 million
appropriation for FY 2008-09 by $99,000, so this request proposes refinancing only
$1,701,000.]

. Content Specialists. Thislineitem, first funded in FY 2008-09, supports five individuals to
provide leadership, guidance, and support for schools and school districts in specific content
areas to positively impact student achievement.

Staff Analysisand Recommendation: Giventhecircumstances, staff believesthat the Department's
proposal is reasonable and appropriate. However, at thistime, staff recommends limiting the off-
the-top funding mechanism to support school finance administrative functions. Staff
recommends using SEF to refinance both Closing the Achievement Gap and the Content
Specialists. In light of staff's recommendation to not approve the $26 million increase for districts
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total program funding, staff's recommendation for this request is intended to limit the total mid-year
rescission required in FY 2008-09.

With respect to the off-the-top funding for school finance administration, staff recommends
approving the Department's request with three adjustments:

The Department proposes refinancing only the 13.0 FTE within the school finance unit who
are currently supported by General Fund. Staff recommends refinancing the entire 19.0 FTE
unit, including the 6.0 FTE who are supported by SEF. Staff thus recommendsrefinancing the
entire $1,564,555 appropriation using the off-the-top mechanism.

The Department proposes refinancing $100,000 of the General Fund appropriation for
Information Technology Services. Staff recommends approving this request, but staff also
recommendsshifting theassociated 1.2 FTE along with thedollar amountsto correctly identify
the funding sources.

The Department provided data concerning legal services expenditures for the last two fiscal
yearsaswell asFY 2008-09. Based on adetailed analysisof fiscal year-to-date expenditures,
the Department indi catesthat approximately $100,000 of legal servicesrelateto administration
of the School Finance Act. The Department thus requeststhat the General Fund appropriation
for this line item be refinanced off-the-top. However, based on year-to-date expenditure
information, the Department projects that it will exceed its FY 2008-09 Genera Fund
appropriation by approximately $100,000. The Department's need for legal services has
increased significantly, due primarily to general administrative requirements such as open
recordsrequests, rulereviews, etc. Staff thus recommends leaving the existing General Fund
appropriation intact, and appropriating an additional $100,000 from reappropriated funds.
Staff al so requests permission to make any corresponding changesthat may be necessary inthe
Department of Law's supplemental hill.

Finally, staff recommends that the Committee introduce legidation to reinstate a provision
authorizing the off-the-top funding mechanism.

Supplemental Request, Department Priority #7
Suspend Full-day Kindergarten Facility Capital Construction Assistance
Statutory Change Required

Request Recommendation
Total - SEF ($34,500,000) ($34,500,000)
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Does JBC staff believe the request meets the Joint Budget Committee's supplemental criteria? YES
[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

JBC staff and the Department agree that this request is the result of an unforseen contingency (i.e., the revenue
shortfall).

Department Request: The Department requests eliminating funding for grants to assist school
districts with the facilities costs associated with expanding full-day kindergarten. This program was
established through H.B. 08-1388, in conjunction with additional state funding for the operational
costsof such programs. Last Fall, following release of the September revenue forecast, the Governor
put afreeze on this grant program. No moneys have been awarded or distributed.

Staff Analysis and Recommendation: Staff recommends approving therequest. In addition, it
appears unlikely that the General Assembly will be in a position to provide state funding for this
program in the next several years. Thus, staff recommendsrepealing the program.

Supplemental Request, Department Priority #3
Requests Affecting Categorical Programs
Statutory Change Recommended

Request Recommendation
Total $0 ($2,200,000)
Genera Fund (33,021,986) (32,921,986)
Cash Funds 33,021,986 30,721,986
Does JBC staff believe therequest meetsthe Joint Budget Committee's supplemental criteria? YES

[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

JBC staff and the Department agree that this request is the result of an unforseen contingency (i.e., the revenue
shortfall).

Background Information: Programs designed to serve particular groups of students (e.g., students
with limited proficiency in English) or particular student needs(e.g., transportation) havetraditional ly
been referred to as "categorical" programs. Unlike public school finance funding, thereis no legal
requirement that the General Assembly increase funding commensurate with the number of students
eligible for any particular categorical program. However, Section 17 of Article IX of the Colorado
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Constitution requiresthe General Assembly toincreasetotal statefunding for al 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 therate of inflation for subsequent fiscal years. For example, based on the actual inflation rate
for calendar year 2007 (2.2 percent), the General Assembly is required to increase state funding for
categorical programsby at least $6.7 million (3.2 percent) for FY 2008-09. [Last Session, the General
Assembly chose to increase state funding for categorical programs by $8.9 million, or 4.3 percent.]

Department Request: TheDepartment requestsa seriesof adjustmentsto each of thecategorical
program appropriationsin order toreduce General Fund appropriationsby $33.0 million; this
decrease would be offset by increasesin appropriations from the SEF ($32.9 million), and the
Comprehensive Health Education Fund ($0.1 million). Pursuant to Article X, Section 17 (5) of
the Colorado Constitution, moneys in the State Education Fund may be used to provide the required
inflationary increases for categorical programs. However, moneysin the State Education Fund may
not be used to supplant thelevel of General Fund appropriation existing when Amendment 23 became
effective (December 28, 2000). The following table details the Department's request.

Proposed Refinance: Categorical Programs
FY 2008-09
FY 2000-01

Appropriations Existing Requested Adjusted
(as of 12/28/00) Appropriations Adjustments Appropriation
Genera Fund $141,765,474 $174,487,460 ($33,021,986) $141,465,474
Comprehensive Health Education Fund 300,000 500,000 100,000 600,000
Subtotal 142,065,474 174,987,460 (32,921,986) 142,065,474
State Education Fund n/a 44,453,540 32,921,986 77,375,526
Total State Funds 142,065,474 219,441,000 0 219,441,000

Staff Analysisand Recommendation: Staff recommends approving the request, with thefollowing
adjustments:

. Staff recommendsreducing General Fund appropriationsby atotal of $32,921,986r ather
than $33,021,986 (a difference of $100,000). The request proposes to reduce the General
Fund by an additional $100,000 by increasing the appropriation from the Comprehensive
Health Education Fund by another $100,000. Last Spring, staff recommended a one-time
increasein the appropriation from thelatter Fund to spend down the fund balance. Thisaction
requires a $200,000 increase in the General Fund appropriation for FY 2009-10. While
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sufficient funds are available for the OSPB proposal, it will smply require a larger General
Fund increase for FY 2009-10 (an increase of $300,000 rather than $200,000).

. The adjustments recommended by staff for individual line items are dlightly different
than those requested. Staff's adjustments are intended to result in General Fund
appropriations that match those that existed in December 2000, where possible. The purpose
of thisaction isto make it easier for one to identify the funding increases that have occurred
in each program since Amendment 23 was adopted by voters.

. Finally, staff recommends reducing SEF appropriations for categorical programs by
$2,200,000, including $2,000,000 for Special Education - Children with Disabilitiesand
$200,000 for Special Education - Gifted and Talented Children. These are the amounts
that were added over and above the requirements of Amendment 23 for FY 2008-09.

The Department has proposed the same $2.0 million adjustment for FY 2009- 10, which would
require astatutory changein order to clarify that thisamount is not part of the "base" that will
be used for purposes of calculating the required increase for FY 2009-10. This amount was
added to double the amount available for the High Cost Grant Program, in order to provide
grants to districts related to extraordinary costsincurred in providing educational servicesto
disabled students within adistrict. It is staff's understanding that districts have submitted the
required datarel ated to these new grants, and the Department isin the process of analyzing the
data. However, no awards have been made, and no funds have been disbursed. Asthisisthe
first year that these grants have been available, it is unlikely that districts have built these
grants into their budgets for the current school year.

The following table detail s staff's recommendation, by fund source.

2-Feb-09
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Proposed Refinance: Categorical Programs
FY 2008-09
FY 2000-01
Appropriations Existing Recomm. Adjusted
(as of 12/28,2000) Appropriations Adjustments Appropriation
Genera Fund $141,765,474 $174,487,460 ($32,921,986) $141,565,474
Comprehensive Health Education Fund 300,000 500,000 0 500,000
Subtotal 142,065,474 174,987,460 (32,921,986) 142,065,474
State Education Fund n/a 44,453,540 30,721,986 75,175,526
Total State Funds 142,065,474 219,441,000 (2,200,000) 217,241,000
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One final note: In each of the last several fiscal years, the General Assembly has made mid-year
adjustments to fully fund Small Attendance Center Aid. The Department has provided information
indicating that the existing appropriation for this program falls short by $16,046 (1.7 percent). Absent
an increase in the appropriation, the Department will pro rate payments to the 13 eligible schools.
Given the minimal shortfall, as well as the recommended mid-year reductions in other program line
items, staff is not recommending afunding increase for Small Attendance Center Aid.

Supplemental Request, Department Priority #9
Eliminate One-timeIncreasein State Aid for Charter School Capital Construction
Statutory Change Required

Request Recommendation
Total - SEF (%4,865,000) (%4,865,000)
Does JBC staff believe the request meets the Joint Budget Committee's supplemental criteria? YES

[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

JBC staff and the Department agree that this request is the result of an unforseen contingency (i.e., the revenue
shortfall).

Background Information: The General Assembly annually appropriates moneys from the SEF to
assist eligible charter schools with facilities expenses. Any charter school with capital construction
costsis eligible to receive funding (except any charter that operates within a state facility). Moneys
appropriated each year areall ocated among charter schoolson aper pupil basis, except that any charter
school operating in aschool district facility that does not have ongoing financial obligationsto repay
the outstanding costs of new construction undertaken for the charter school's benefit receives one-half
the amount per pupil that other charter schools received.

TheFY 2008-09 Long Bill includes a$5 million appropriation for charter school capital construction,
as required by Section 22-54-124 (3) (a) (lI1) (A), C.R.S. In addition, H.B. 08-1388 included a
provisionthat increased thisrequirement for FY 2008-09 only, to $10 million. Thisprovisionrequired
that $135,000 of the additional $5 million be distributed to a charter school for the deaf and the blind.

Department Request: The Department requests that the Committee introduce legisation to

reducethisappropriation by $4,865,000 (to $5,135,000). Thisrequest would thuseliminatetheone-
time funding increase, except for the $135,000 all ocation to aparticular charter school as thisamount
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has already been distributed. Please note that the Department has also submitted arequest to further
reduce this line item to $2,500,000 in FY 2009-10.

Staff Analysis and Recommendation: Staff recommends approving the request in order to
reduce SEF expenditures. Whilethe Department has already distributed the $135,000 to the charter
school for the deaf and the blind, no other moneys have been distributed.

The appropriation for this line item was $5.0 million in FY's 2004-05, 2005-06, and 2007-08, and
current law requires a $5.0 million appropriation for FY 2009-10. For FY 2007-08, the General
Assembly provided a one-time increase to $7.8 million. The following table identifies the amounts
eligible charter schools actually received per pupil the last four fiscal years, as well as the amount
schools will receive in FY 2008-09 based on current law as well as on the Department's proposal.

State Funding for Charter School Capital Construction Costs
Total Funding per Pupil for Schools
Fiscal Year Appropriation Eligible for Funding <a>

2004-05 $5,000,000 $171.06
2005-06 5,000,000 $145.09
2006-07 7,800,000 $201.17
2007-08 5,000,000 $115.77
2008-09 (current law) 10,000,000 $212.06
2008-09 (proposed) 5,135,000 $107.48
2009-10
(current law) 5,000,000 n/a

<a> This figure represents the amount that eligible schools operating in district
facilitiesreceived; eligibleschoolsoperatinginadistrict facility received one-half this
amount per student.

If therequest isapproved, eligiblecharter schoolsare estimated to receive $107 per pupil for FY 2008-
09 (with eligible schools that are in district facilities receiving one-half that amount). While the
proposed level of funding is consistent with three of the last four fiscal years, the per pupil funding
amount continues to decline as the number of students attending eligible charter schools continues to
increase.

Please note that in addition to direct per pupil cash assistance, the General Assembly has established
other programs and policies that assist charter schools with facility financing, including:
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Charter schools may beincluded in aschool district's general obligation bond issue. Although
this may not occur as frequently asit should, some charters schools have benefitted from this
provision.

Colorado was one of the first states to grant charter schools the ability to issue tax-exempt
bonds through a public authority (the Colorado Educational and Cultural Facilities Authority
or CECFA). From 1999 through 2008, CECFA had issued $700 million in bonds on behalf
of 50 charter schools.

In addition, Colorado is the only state to establish a"moral obligation”, which attaches to
select bonds the State's pledge that the Governor will request that the General Assembly
appropriate funds to restore debt service funds in the event of a default [see Section 22-30.5-
408, C.R.S].

In order to further enhance the ability of a charter school to obtain favorable financing, the
State Treasurer is authorized to make direct payments of principal and interest on bonds
through anintercept program. In addition, the General Assembly established the State Charter
School Debt Reserve Fund, thereby providing a source of moneys that can be used to make
bond payments should a school fail to do so.

Supplemental Request, Department Priority #11
Suspend Military Dependent Supplemental Pupil Enrollment Aid
Statutory Change Recommended

Request Recommendation
Total - GF ($1,818,517) (%1,818,517)
Does JBC staff believe the request meets the Joint Budget Committee's supplemental criteria? YES

[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

JBC staff and the Department agree that this request is the result of an unforseen contingency (i.e., the revenue
shortfall).

Background Information: House Bill 07-1232 (Section 22-54-128, C.R.S.) established a process
to provide mid-year funding increases to school districts that are impacted by military troop
movements. For FY 2007-08 through FY 2010-11, districts may request additional 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,
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counted in February, represents an increase of at least 1.0 percent or 25 pupils. The Department is
required to request a supplemental appropriation by March 1 each year sufficient to provide each
eligible district with one-half of its per pupil revenues for each eligible pupil.

For FY 2007-08, six districts received supplemental funding, as detailed in the following table.

Military Dependent Supplemental Pupil Enroliment Aid: FY 2007-08
District (all in El
Paso County) Actual Count Per Pupil Revenue Funding

Harrison 45.0 $6,791 $152,795
Widefield 57.0 6,279 178,950
Fountain 300.0 6,279 941,844
Colorado Springs 54,5 6,509 177,383
Academy 20 76.0 6,285 238,825
Falcon 41.0 6,279 128,719

Total 5735 1,818,517

Department Request: The Department requests a suspension of this program for FY 2008-09
(and FY 2009-10).

Staff Analysis and Recommendation: Staff recommends that the Committee approve the
request. Please note that these districts do receive funding for students who enroll after the October
pupil count in the following school year (if the student remains in school).

In addition, staff recommends that the Committee introduce legidation to eliminate the
program. Section 22-54-128 (7), C.R.S,, indicates that funding for the program is "subject to
available appropriations’. Thus, it appears that the General Assembly could simply eliminate the
appropriation for this program through a supplemental appropriation bill. However, in light of the
Genera Fund revenue shortfall, and thefact that the Department has requested elimination of funding
for this program both this year and next, staff recommends repealing the statutory authority for this
program.
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Supplemental Request, Department Priority #27
Refinance the Colorado Student Assessment Program (CSAP)
Statutory Change Required

Request Recommendation
Total $0 $0
FTE 0.0 0.0
General Fund (15,719,422) 0
FTE (5.0) 0.0
Cash Funds (SEF) 15,719,422 0
FTE 5.0 0.0
Federal Funds 0 0
FTE 0.0 0.0

Does JBC staff believe therequest meetsthe Joint Budget Committee's supplemental criteria? YES

[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

JBC staff and the Department agree that this request is the result of an unforseen contingency (i.e., the revenue
shortfall).

Background Information: The FY 2008-9 Long Bill includes an appropriation of $20.3 million for
the Colorado Student Assessment Program (CSAP). This appropriation supports two contracts with
CTB-McGraw Hill ($18.0 million), acontract with ACT, Inc. ($1.7 million), and 7.0 FTE ($600,000).
The total appropriation consists of $15.7 million General Fund and $4.6 million federal funds; the
federal funds support about 25 percent of the costs of the two CTB-McGraw Hill contracts and
Department staff, based on the costs of those assessments that Colorado was required to develop and
administer due to the federal No Child Left Behind Act.

Department Request: Department proposesrefinancing the state shar e of the costs of CSAP,
eliminating the General Fund and appropriating $15.7 million from the SEF.

Staff Analysisand Recommendation: Staff does not recommend approving thisrequest at this
time. Staff understands that the Committee may ultimately need to approve this request in order to
address the General Fund revenue shortfall, so staff will include this on the list of budget balancing
options for future consideration. However, staff is concerned about the consequences of this action.
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Due to the six percent statutory limit on General Fund appropriations, it is unlikely that the General
Assembly will be ableto "undo” thisrefinancing in the future. Given the magnitude and the ongoing
nature of thisexpenditure, thisaction would have asignificant impact on the solvency of the SEF (i.e.,
requiring expenditures totaling at least $157 million over the next ten years). In light of current
projections concerning the solvency of the SEF (discussed more fully at the beginning of this
document), staff believesthat this action would need to be accompani ed by other statutory changesto
reduce other SEF expenditures by a commensurate amount (e.g., changes to formula factors in the
School Finance Act, reductionsin funding for preschool and/or full-day kindergarten programs, etc.).
In addition, the Committee could consider reducing the cost of CSAP in the future by eliminating
assessmentsthat are not required by federal law (i.e., writing assessmentsin grades three through ten,
ninth grade reading and math assessments, and the ACT for 11th grade students).

Supplemental Request, Department Priority #29
Eliminate Declining Enrollment Study
Statutory Change Recommended

Request Recommendation
Total - SEF ($200,000) ($200,000)
Does JBC staff believe the request meets the Joint Budget Committee's supplemental criteria? YES

[An emergency or act of God; atechnical error in calculating the original appropriation; data that was
not available when the original appropriation was made; or an unforseen contingency.]

JBC staff and the Department agree that this request is the result of an unforseen contingency (i.e., the revenue
shortfall).

Background I nfor mation: House Bill 08-1388included aprovision [see Section 22-54-132, C.R.S/]
that requires the Department to contract with a private entity to conduct a study to evaluate how
declining pupil enrollment in school districts impacts students and to recommend possible remedies.
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, as well as the barriers to and
incentives for district consolidation. The Department is required to submit areport summarizing the
study findings and recommendations to both Education Committees and the Joint Budget Committee
on or before March 15, 2009.

Department Request: The Department has released the request for proposals, reviewed bids, and

selected a vendor. However, the study has not yet begun. The Department proposes suspending
the study and eliminating the FY 2008-09 appr opriation of $200,000 from the SEF.
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Staff Analysis and Recommendation: Staff recommends approving the request in order to
reduce SEF expenditures. If the Committee approves the request, staff recommends that the
Committee introduce legislation to eliminate the study requirement.

Please note, however, that thisisaone-time expenditure and thus does not impact the solvency of the
SEF to the same extent as an ongoing commitment. Further, if the General Assembly isinterested in
encouraging school districtsto consolidate or enter into cooperative agreementsin order to maximize
their efficiency and effectiveness, it is possible that the study could provide useful information and
recommendations to facilitate such aprocess. If the Committee chooses to direct the Department to
proceed with the study, staff recommends introducing legislation to delay the Department's reporting
date. The state purchasing and contracting process took longer than anticipated, and the Department
isunlikely to meet the statutory reporting deadline.

Non-Prioritized Supplementals

JBC Staff Initiated Supplemental #1
Suspend or Eliminate Requirement to Adopt State Education Fund Resolution
Statutory Change Recommended

Background Information: Pursuant to Section 22-55-104 (2), C.R.S., the General Assembly isto
adopt, by March 1, 2009, ajoint resol ution sponsored by the Chair and Vice-Chair of the Joint Budget
Committee. Theresolution isto certify theamount of moneysin the State Education Fund that should
be considered available for appropriation for FY 2009-10. The resolution includes several tables of
factual information, including required expenditures of state funds in the next fiscal year to comply
with Amendment 23 (based on a projected rate of inflation), the amount of state funds anticipated to
be available in cash funds other than the State Education Fund, projected revenues to the State
Education Fund, and the minimum amount of General Fund that must be appropriated for school
finance.

Staff Recommendation: For the last several years, the Committee has discussed the merits of
continuing thisannual requirement. While many legislators areinterested in the solvency of the State
Education Fund, staff is not convinced that the introduction and passage of an annual resolution
provides the best mechanism for facilitating these important discussions. During the 2009 Sessionin
particular, many of the basic assumptions that are used to draft the resolution are likely to change
significantly over the coming weeks as the General Assembly makes decisions about how to address
the General Fund shortfall. Staff does not believe that the preparation and deliberation of the State
Education Fund resolution isthe best use of members' time during the month of February. Staff thus
recommends that the Committee consider introducing legislation to eliminate the statutory
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requirement. Whilethisrecommendationwill not reduce any expendituresor increase General Fund
revenues (no additional resourceswere made avail able when thisrequirement was established), it will
free up staff and members' time for other purposes.

Other Balancing Options

These options are presented without staff recommendation in order to maximize the Committee's
choices. The Committee may wish to consider these options now or in the future.

Numbering does not indicate priority.

Options with Revenue Impacts GF CF RF FF Total FTE
1 24,600,000 24,600,000 0.0

State school landsrevenues

Temporarily redirect (via statutory change) revenues related to school lands that are not needed for capital
construction projects (pursuant to H.B. 08-1335 or the "BEST hill"). Theserevenues, consisting of royalties,
rental income, and interest/investment earnings on the Public School Fund, could be redirected to the State
Public School Fund and appropriated to support recent expansion efforts (e.g., new preschool slots or
supplemental full-day kindergarten funding). Inturn, appropriationsfrom the State Education Fund could be
reduced, improving its solvency (and thus the future need for General Fund to comply with constitutional
spending requirements). The dollar amount represents an estimate of the maximum amount that could be
redirected in FY 2008-09. For FY 2009-10, up to $39 million could be redirected.

Full-day Kinder garten Reserves

Pursuant to Section 22-44-118, C.R.S., aschool district that does not report any full-day kindergarten pupils
initsOctober 1 pupil enrollment count isrequiredto hold state moneysreceived for supplemental kindergarten
enrollment in afull-day kindergarten reserve. Moneysin the reserve are to be used when the district enrolls
pupilsin full-day kindergarten. In addition, for FY 2008-09 only, adistrict is allowed to use moneysin the
reserve for planning and facility preparation necessary to provide full-day kindergarten in subsequent budget
years. The General Assembly could amend this provision to instead require districts with reserve balancesto
revert the moneys to the State Education Fund.
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FY 2007-08 FY 2008-09 Fiscal Year 2008-09 Supplemental
Requested Recommended New Total with
Change Change Recommendation

Actual Appropriation

DEPARTMENT OF EDUCATION
Commissioner - Dwight D. Jones

Supplementals #1, #6, #28, and #30 - Total Program Funding, the State Share, and Base Per Pupil Funding
(2) Assistance to Public Schools
(A) Public School Finance
State Share of Districts' Total Program

Funding 3,152,312,811 3,392,945,206 6,193,185 0 3,392,945,206
General Fund 2,790,148,902 2,956,632,563 (26,558,352) (26,558,352) 2,930,074,211
General Fund Exempt Account (included
above) 327,600,000 369,000,000 0 0 369,000,000
Cash Funds 9,491,876 436,312,643 32,751,537 26,558,352 462,870,995
CF - State Education Fund (included
above) 360,264,860 32,751,537 26,558,352 386,823,212
CFE/Reappropriated Funds 352,672,033 0 0 0 0
CFE - State Education Fund (included
above) 259,063,033

Offset Base Per Pupil Funding Reduction
[NEW LINE ITEM] - CF (SEF) n/a n/a 20,071,919 0 0

Additional State Aid Related to Locally

Negotiated Business Incentive Agreements
(BIAS) - GF 0 418,016 (418,016) (418,016) 0
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Actual Appropriation Requested Recommended New Total wiFh
Change Change Recommendation
Total for Suppl. #1, #6, #28, and #30 3,152,312,811 3,393,363,222 25,847,088 (418,016) 3,392,945,206
General Fund 2,790,148,902 2,957,050,579 (26,976,368) (26,976,368) 2,930,074,211
GFE Account (included above) 327,600,000 369,000,000 0 0 369,000,000
Cash Funds 9,491,876 436,312,643 52,823,456 26,558,352 462,870,995
CF - State Education Fund (included
above) 360,264,860 52,823,456 26,558,352 386,823,212
CFE/Reappropriated Funds 352,672,033 0 0 0 0
CFE - State Education Fund (included
above) 259,063,033
Annual Change in GF Portion of State
Share Appropriation 5.0% 6.0% 5.0%
Supplementals #24, #25, and #26 - Refinance Various Line Items "Off-the top™
(1) Management and Administration
(A) Administration and Centrally-Appropriated Line Items
Legal Services 329,748 380,878 0 100,000 480,878
General Fund 168,562 179,489 (100,000) 0 179,489
Cash Funds (Educator Licensure Cash
Fund and On-line Education Cash Fund) 130,689 201,389 0 0 201,389
Cash Funds (State Education Fund) 0 0 0 0 0
Cash Funds Exempt (On-line Education
Cash Fund) 30,497 0 0 0 0
Reappr. Funds (Transfers from various
other line items) 0 0 100,000 100,000 100,000
Hours 4,865.7 5,287.8 0.0 1,388.3 6,676.1
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Actual Appropriation Requested Recommended New Total with
Change Change Recommendation

(1) Management and Administration

(B) Information Technology

Information Technology Services Included in 1,435,888 0 0 1,435,888
FTE various other 17.0 0.0 0.0 17.0
General Fund line items 923,302 (100,000) (100,000) 823,302
FTE 11.3 0.0 (1.2) 10.1
Reappr. Funds (Transfer from State Share
line item) 512,586 100,000 100,000 612,586
FTE 5.7 0.0 1.2 6.9

(2) Assistance to Public Schools

(A) Public School Finance

Administration Included in 1,564,555 0 0 1,564,555
FTE General Dept. 19.0 0.0 0.0 19.0
General Fund and Pgm. Admin. 1,145,439 (1,145,439) (1,145,439) 0
FTE line item 13.0 (13.0) (13.0) 0.0
Cash Funds (State Education Fund) 419,116 0 (419,116) 0
FTE 6.0 0.0 (6.0) 0.0
Reappr. Funds (Transfer from State Share
line item) 0 1,145,439 1,564,555 1,564,555
FTE 0.0 13.0 19.0 19.0
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Actual Appropriation Requested Recommended New Total with
Change Change Recommendation

(2) Assistance to Public Schools

(C) Grant Programs, Distributions, and

Other Assistance

(1V) Professional Development and

Instructional Support

Closing the Achievement Gap n/a 1,800,000 0 0 1,800,000
General Fund 1,800,000 (1,701,000) (1,701,000) 99,000
Cash Funds (State Education Fund) 0 0 1,701,000 1,701,000
Reappr. Funds (Transfer from State Share
line item) 0 1,701,000 0 0

Content Specialists n/a 433,480 0 0 433,480
FTE 4.6 0.0 0.0 4.6
General Fund 433,480 (433,480) (433,480) 0
FTE 4.6 (4.6) (4.6) 0.0
Cash Funds (State Education Fund) 0 0 433,480 433,480
FTE 0.0 0.0 4.6 4.6
Reappr. Funds (Transfer from State Share
line item) 0 433,480 0 0
FTE 0.0 4.6 0.0 0.0
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Fiscal Year 2008-09 Supplemental

Actual Appropriation Requested Recommended New Total with
Change Change Recommendation
Total for Supplementals #24, #25, and #26 n/a 5,413,412 0 100,000 5,513,412
FTE 40.6 0.0 0.0 40.6
General Fund 4,481,710 (3,479,919) (3,379,919) 1,101,791
FTE 28.9 (17.6) (18.8) 10.1
Cash Funds (State Education Fund) 419,116 0 1,715,364 2,134,480
FTE 6.0 0.0 (1.4) 4.6
Reappr. Funds (Indirect Cost Recoveries;
Transfer from State Share line item) 512,586 3,479,919 1,764,555 2,277,141
FTE 5.7 17.6 20.2 25.9
Supplemental #7 - Suspend Full-day Kindergarten Facility Capital Construction Assistance
(2) Assistance to Public Schools
(C) Grant Programs, Distributions, and
Other Assistance
Full-day Kindergarten Facility Capital
Construction Fund - CF (SEF) n/a 34,500,000 (34,500,000) (34,500,000) 0
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Actual Appropriation Requested Recommended New Total with
Change Change Recommendation
Supplemental #8 - Refinance Categorical Programs

(2) Assistance to Public Schools

(B) Categorical Programs

Special Educ. - Children with Disabilities 282,426,975 280,169,837 0 (2,000,000) 278,169,837
FTE 56.7 64.5 0.0 0.0 64.5
General Fund 99,011,021 99,572,376 (28,000,029) (28,061,603) 71,510,773
Cash Funds (State Education Fund) 27,789,749 28,000,029 26,061,603 53,851,352
Cash Funds (local funds) 561,355  not approp.
Cash Funds Exempt (SEF) 22,408,062
CFE/ Reappropriated Funds 153,010 98,768 98,768
FTE 0.5 0.5 0.5
Federal Funds 160,293,527 152,708,944 152,708,944
FTE 56.2 64.0 64.0
State Funding Portion of Appropriation 121,419,083 127,362,125 0 (2,000,000) 125,362,125
Annual Change in State Funding 4.7% 4.9% 3.2%

English Language Proficiency Program 20,462,733 19,901,227 0 0 19,901,227
FTE 4.6 4.6 0.0 0.0 4.6
General Fund 4,643,799 4,657,644 (1,556,046) (1,556,046) 3,101,598
Cash Funds (State Education Fund) 3,954,413 1,556,046 1,556,046 5,510,459
Cash Funds (local funds) 13,845  not approp. not approp.
Cash Funds Exempt (SEF) 2,561,953
Federal Funds 13,243,136 11,289,170 11,289,170
FTE 4.6 4.6 4.6
State Funding Portion of Appropriation 7,205,752 8,612,057 0 0 8,612,057
Annual Change in State Funding 17.5% 19.5% 19.5%
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Actual Appropriation Requested Recommended New Total with
Change Change Recommendation
Public School Transportation 45,329,830 45,858,842 0 0 45,858,842
FTE 0.0 2.0 0.0 0.0 2.0
General Fund 38,744,438 38,079,601 (1,157,374) (1,157,374) 36,922,227
FTE 0.0 2.0 2.0
Cash Funds (State Education Fund) 7,329,241 1,157,374 1,157,374 8,486,615
Cash Funds (Public School Transp. Fund) 450,000 450,000
Cash Funds Exempt (Public School
Transportation Fund) 450,000
Cash Funds Exempt (SEF) 6,135,392
State Funding Portion of Appropriation 44,879,830 45,408,842 0 0 45,408,842
Annual Change in State Funding 4.5% 1.2% 1.2%
Transfer to the Department of Higher
Education for Distribution of State
Assistance for Vocational Education 21,208,319 21,672,472 0 0 21,672,472
General Fund 18,349,048 18,349,048 (556,198) (556,198) 17,792,850
Cash Funds (State Education Fund) 3,323,424 556,198 556,198 3,879,622
Cash Funds Exempt (SEF) 2,859,271
Annual Change in State Funding 2.8% 2.2% 2.2%
Special Educ. - Gifted and Talented Children 7,997,177 8,396,099 0 (200,000) 8,196,099
General Fund 7,027,087 7,050,000 (1,550,000) (1,550,000) 5,500,000
Cash Funds (State Education Fund) 1,346,099 1,550,000 1,350,000 2,696,099
Cash Funds (local funds) 22,913  not approp. not approp.
Cash Funds Exempt (SEF) 947,177
Annual Change in State Funding 2.4% 5.0% 2.5%
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Expelled and At-risk Student Services Grant
Program 6,329,236 6,340,676 0 0 6,340,676
FTE 0.8 1.0 0.0 0.0 1.0
General Fund 5,832,872 5,844,312 (55,505) (55,505) 5,788,807
FTE 0.8 1.0 1.0
Cash Funds (State Education Fund) 496,364 55,505 55,505 551,869
Cash Funds Exempt (SEF) 496,364
Annual Change in State Funding 1.2% 0.2% 0.2%
Small Attendance Center Aid 943,333 943,333 0 0 943,333
General Fund 767,755 834,479 (46,834) 14,740 849,219
Cash Funds (State Education Fund) 108,854 46,834 (14,740) 94,114
Cash Funds (local funds) 66,724  not approp. not approp.
Cash Funds Exempt (SEF) 108,854
Annual Change in State Funding -8.9% 0.0% 0.0%
Comprehensive Health Education 599,347 705,396 0 0 705,396
FTE 0.0 1.0 0.0 0.0 1.0
General Fund 300,000 100,000 (100,000) 100,000
Cash Funds (State Education Fund) 105,396 105,396
Cash Funds (Comprehensive Health
Education Fund) 500,000 100,000 500,000
FTE 1.0 1.0
CFE (Comprehensive Health Education
Fund) 299,347
Annual Change in State Funding -0.1% 17.7% 17.7%
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Actual Appropriation Requested Recommended New Total wiFh
Change Change Recommendation
Total for Supplemental #8 385,296,950 383,987,882 0 (2,200,000) 381,787,882
FTE 62.1 711 0.0 0.0 711
General Fund 174,676,020 174,487,460 (33,021,986) (32,921,986) 141,565,474
FTE 0.8 1.0 0.0 0.0 1.0
Cash Funds 664,837 45,403,540 33,021,986 30,721,986 76,125,526
FTE 0.0 1.0 0.0 0.0 1.0
CF - State Education Fund (included
above) 44,453,540 32,921,986 30,721,986 75,175,526
CFE/Reappropriated Funds 36,419,430 98,768 0 0 98,768
FTE 0.5 0.5 0.0 0.0 0.5
CFE - State Education Fund (included
above) 35,517,073
Federal Funds 173,536,663 163,998,114 0 0 163,998,114
FTE 60.8 68.6 0.0 0.0 68.6
State Funding Portion of Appropriations 210,582,077 219,441,000 0 (2,200,000) 217,241,000
Annual Change in State Funding 4.6% 4.2% 3.2%
Supplemental #9 - Eliminate One-time Increase in State Aid for Charter School Capital Construction
(2) Assistance to Public Schools
(C) Grant Programs, Distributions, and
Other Assistance
Charter School Capital Construction 5,000,000 10,000,000 (4,865,000) (4,865,000) 5,135,000
Cash Funds (State Education Fund) 0 10,000,000 (4,865,000) (4,865,000) 5,135,000
CFE (State Education Fund) 5,000,000
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Requested Recommended New Total with
Change Change Recommendation

Actual Appropriation

Supplemental #11 - Suspend Military Dependent Supplemental Pupil Enrollment Aid
(2) Assistance to Public Schools
(C) Grant Programs, Distributions, and
Other Assistance
Military Dependent Supplemental Pupil
Enrollment Aid - GF 1,818,517 1,818,517 (1,818,517) (1,818,517) 0

Supplemental #27 - Refinance the Colorado Student Assessment Program (CSAP)
(1) Management and Administration
(C) Assessments and Data Analyses

Colorado Student Assessment Program 20,765,557 20,312,396 0 0 20,312,396
FTE 1.6 7.0 0.0 0.0 7.0
General Fund 14,909,506 15,719,422 (15,719,422) 15,719,422
FTE 55 5.0 (5.0 5.0
Cash Funds (State Education Fund) 0 0 15,719,422 0
FTE 0.0 0.0 5.0 0.0
Federal Funds 5,856,051 4,592,974 4,592,974
FTE 2.1 2.0 2.0

Supplemental #29 - Eliminate Declining Enrollment Study

(2) Assistance to Public Schools

(A) Public School Finance
Declining Enrollment Study - CF (SEF) n/a 200,000 (200,000) (200,000) 0
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Actual Appropriation Requested Recommended New Total with
Change Change Recommendation

Totals

Department of Education (Supplementals Affecting Total Program, Categorical

Programs, Capital Construction programs, and Facility Schools only)

Totals for ALL Departmental line items 3,988,006,362 4,296,536,887 (15,536,429) (43,901,533) 4,252,635,354
FTE 449.7 536.3 0.0 0.0 536.3
General Fund 3,022,785,940 3,175,366,143 (81,016,212) (65,096,790) 3,110,269,353
GFE Account (included above) 327,600,000 369,000,000 0 0 369,000,000
Cash Funds 15,181,333 606,969,031 61,999,864 19,430,702 626,399,733
CF - State Education Fund (included above) 488,119,916 61,899,864 19,430,702 507,550,618
Cash Funds Exempt/ Reappropriated Funds 437,588,054 16,548,534 3,479,919 1,764,555 18,313,089
CFE - SEF (included above) 301,293,321
Federal Funds 512,451,035 497,653,179 0 0 497,653,179

Key:

N.A. = Not Applicable or Not Available
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Districts With the Largest Differences Between Estimated and Actual FTE

FY 08-09 October FTE Count (Including On-line Students) Annual Change: FY 07-08 to FY 08-09
Estimate Actual Actual vs. Estimate Actual Annual Change
District as of May 08 as of Jan 09 FTE Percent FY 07-08 FTE Percent
Douglas 52,012.9 55,308.4 3,295.5 6.3% 49,694.5 5,613.9 11.3%
Arapahoe - Aurora 31,798.3 32,989.5 1,191.2 3.7% 31,490.0 1,499.5 4.8%
Denver 68,476.6 69,394.0 917.4 1.3% 68,132.0 1,262.0 1.9%
Adams - Northglenn 40,031.7 40,734.4 702.7 1.8% 38,376.0 2,358.4 6.1%
Sedgwick - Julesburg 268.4 793.8 525.4 195.8% 269.3 524.5 194.8%
Adams - Brighton 13,142.6 13,637.4 494.8 3.8% 12,449.0 1,188.4 9.5%
Mesa - Mesa Valley 20,899.5 21,370.8 471.3 2.3% 20,502.0 868.8 4.2%
El Paso - Academy 20,479.5 20,824.6 345.1 1.7% 20,277.0 547.6 2.7%
Adams - Westminster 9,987.6 10,309.2 321.6 3.2% 9,979.3 329.9 3.3%
Garfield - Rifle 4,392.4 4,659.8 267.4 6.1% 4,187.0 472.8 11.3%
El Paso - Colorado Springs 30,080.3 30,343.0 262.7 0.9% 30,035.5 307.5 1.0%
Boulder - St. Vrain 23,679.3 23,9011 221.8 0.9% 22,836.5 1,064.6 4.7%
Adams - Mapleton 5,241.2 5,376.6 135.4 2.6% 5,208.8 167.8 3.2%
Adams - Commerce City 6,411.7 6,526.2 1145 1.8% 6,361.2 165.0 2.6%
El Paso - Falcon 12,882.2 12,984.3 102.1 0.8% 12,221.5 762.8 6.2%
Delta - Delta 5,311.6 5,184.8 (126.8) -2.4% 5,148.0 36.8 0.7%
La Plata - Durango 4,714.7 45747 (140.0) -3.0% 45555 19.2 0.4%
Las Animas - Branson 699.1 518.3 (180.8) -25.9% 635.0 (116.7) -18.4%
Pueblo - Pueblo City 17,461.8 17,278.0 (183.8) -1.1% 17,322.0 (44.0) -0.3%
El Paso - Harrison 10,509.6 10,323.5 (186.1) -1.8% 10,446.5 (123.0) -1.2%
Boulder - Boulder 27,663.6 27,458.3 (205.3) -0.7% 27,227.5 230.8 0.8%
Larimer - Poudre 25,1475 24,933.0 (214.5) -0.9% 24,5425 390.5 1.6%
Larimer - Thompson 14,777.1 14,486.4 (290.7) -2.0% 14,4185 67.9 0.5%
El Paso - Cheyenne Mountain 4,820.7 4,510.7 (310.0) -6.4% 4,569.0 (58.3) -1.3%
Arapahoe - Cherry Creek 48,835.4 48,401.8 (433.6) -0.9% 47,752.0 649.8 1.4%
El Paso - Widefield 8,507.1 8,005.9 (501.2) -5.9% 8,003.0 2.9 0.0%
El Paso - Fountain 7,003.0 6,470.7 (532.3) -7.6% 6,179.0 291.7 4.7%
Baca - Vilas 3,567.3 485.3 (3,082.0) -86.4% 3,527.9 (3,042.6) -86.2%
Statewide 776,017.0 778,135.9 2,118.9 0.3% 760,884.2 17,251.7 2.3%
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Ten Districts With Largest On-line Programs: Differences Between Estimated and Actual On-line FTE

FY 08-09 October On-line FTE Count Annual Change: FY 07-08 to FY 08-09
Estimate Actual Actual vs. Estimate Actual Annual Change
District as of May 08 as of Jan 09* FTE Percent FY 07-08 FTE Percent

Adams - Northglenn 3,342,5 4,327.0 984.5 29.5% 3,101.5 1,225.5 39.5%
Douglas 0.0 3,102.5 3,102.5 n/a 0.0 3,102.5 n/a
Denver 504.0 788.0 284.0 56.3% 469.5 318.5 67.8%
Sedgwick - Julesburg 0.0 526.5 526.5 n/a 0.0 526.5 n/a
Las Animas - Branson 638.5 462.0 (176.5) -27.6% 574.5 (112.5) -19.6%
Adams - Brighton 566.5 430.5 (136.0) -24.0% 0.0 430.5 n/a
Baca - Vilas 3,459.0 403.0 (3,056.0) -88.3% 3,444.0 (3,041.0) -88.3%
Adams - Westminster 0.0 268.0 268.0 n/a 0.0 268.0 n/a
Lincoln - Karval 173.0 200.0 27.0 15.6% 1535 46.5 30.3%
Garfield - Rifle 19.5 1715 152.0 779.5% 18.0 153.5 852.8%
Statewide 9,346.0 11,021.5 1,675.5 17.9% 8,360.0 2,661.5 31.8%
* Includes students enrolled in both multi-district and single district programs
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MEMORANDUM

TO: Joint Budget Committee Members
FROM: Carolyn Kampman, Joint Budget Committee Staff (303-866-4959)
SUBJECT: JBC Staff Comeback - Department of Education Supplemental

DATE: February 3, 2009

In March 2008, JBC staff recommended and the Committee approved several modifications to the
structure of appropriations to the Department of Education. These modifications were ultimately
reflected in the FY 2008-09 Long Bill and approved by the General Assembly and the Governor.

The most significant change transferred certain FTE and the associated funding from a consolidated
line item in the Management and Administration section (the "General Department and Program
Administration” line item) to separate line items. Specifically, those FTE responsible for
administering a specific program or funding source (e.g., staff responsible for school finance, library
programs, assessments, transportation, and nutrition programs) are now reflected with the relevant
program or funding source. In addition, new line items were added to separately identify funding
and staff that directly support the State Board of Education, as well as those FTE responsible for
providing information technology services. These changes were designed to make the Long Bill a
more informative document, to ensure that actual expenditure and FTE data are provided at a
sufficient level of detail, and to increase accountability.

Last Spring, JBC staff used the best information available (provided by Department staff) to
properly allocate funding and staff among the new line items. Since that time, Commissioner Jones
has restructured the Department, including adding new positions and eliminating others. Inaddition,
the Department lost its primary operations manager (through retirement) as well as the two
individuals charged with budget responsibilities. The Commissioner has since hired a new manager
to oversee department operations, as well as two individuals to take on budget responsibilities.

Due to staffing and organizational changes that have occurred since last Spring, as well as some
existing funding shortfalls in certain administrative areas, Department staff indicate that it will be
difficult to manage the FY 2008-09 budget for certain individual line items. The Department has
suggested undoing some of the changes that are reflected in the FY 2008-09 so that they have more
flexibility to manage within existing resources.

Rather than collapsing many of the newly created line items and re-creating one consolidated
administrative line item, staff recommends that the Committee provide additional transfer authority
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to the Department. Specifically, staff recommends adding the following footnote to the
Department of Education section of the FY 2008-09 Long Bill:

5a Department of Education, Management and Administration; and Library Programs --
In addition to the transfer authority provided in Section 24-75-108, C.R.S., up to 2.5 percent
of the total General Fund appropriations for Management and Administration and Library
Programs may be transferred between the line items in these two sections of the FY 2008-09
Long Bill.

This footnote is modeled on similar footnotes that have been included in the Judicial budget for a
number of years. The purpose of the footnote is to authorize an agency to transfer funds among
certain line items at the end of the fiscal year, over and above the statutory transfer authority that
has been granted the Governor in Title 24. This footnote would authorize the Department of
Education (under the Commissioner of Education's authority) to transfer up to $684,344 General
Fund (2.5 percent of $27,373,740) among certain line items at the end of FY 2008-09.
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