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Rep. Hamner Fiscal Analyst: Todd Herreid (303-866-2633)
TITLE: CONCERNING THE FINANCING OF PUBLIC SCHOOLS, AND, IN CONNECTION
THEREWITH, CREATING THE "PUBLIC SCHOOL FINANCE ACT".
Fiscal Impact Summary FY 2013-14 FY 2014-15 FY 2015-16
State Revenue (The bill is contingent on voter approval of a ballot initiative

increasing state revenue for K-12 education by at |east $982
millionin FY 2015-16; see Technical Issues on page 10)

Cash Funds - Child Care Licensing

Cash Fund $32,725 $65,450
State Expenditures

General Fund $4,397,965 $4,943,962
School Finance Act 982 million*
State Education Fund - charter

school capital construction 21.6 million
FTE Position Change 129 FTE 240 FTE

Effective Date: Signed by the Governor on May 21, 2013; implementation requires voter approval of
a statewide ballot measure to increase state tax revenue for K-12 education by at least $982 million in
FY 2015-16.

Appropriation Summary for FY 2013-2014: See State Appropriations Section

Local School District Impact: See School District Impact section.

* Thisamount represents $916 million in estimated state funding payments for school financein FY 2013-14, if the
bill was fully implemented (see Table 1 in the State Expenditures Section), which was increased by inflation plus
pupil growth to estimate the impact in FY 2015-16.

Summary of Legidation

Thishill createsanew school finance act, contingent on voter approval of astatewide ballot
measurethat increases state tax revenuefor public education by at least $982 millionin FY 2015-16.
Thenew act will commencein the second budget year following approval of the ballot measure. The
earliest the new funding formula could start is therefore FY 2015-16.

Under current law, funding for school districtsis set by a statewide base per pupil amount,
which is modified to provide additional funding for each district according to various factors, such
as adistrict's cost of living, enrollment, or percentage of at-risk students. The number of pupils
eligible for funding is generally set by a single student count date, on October 1 of each year,
although districts with declining enrollments are allowed to use the greater of the October 1 count
or an average enrollment count over a period of up to five years.
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This bill provides a new funding formulafor school districts and Charter School Institute
(CSl) schools and it changes how pupils are counted for funding purposes. Appendix A provides
a detailed side-by-side comparison of SB13-213 with current law for specific school finance
elements, which are described briefly below.

Funded pupil count. Under the bill, the number of pupilsfunded is based on average daily
membership (ADM) throughout the school year, rather than asingle count date. However, funding
based on ADM does not begin until FY 2017-18. In addition, full-day kindergarten isfunded along
with half-day preschool for all three-, four-, and five-year-olds who are eligible for the Colorado
Preschool Program (CPP) and enroll.

Funding formula. A school district's funding formula begins with the statewide base per
pupil amount adjusted by the district's size factor, which is unchanged for districts with fewer than
4,023 students. The sizefactor is eliminated for districts with more than 4,300 students. Districts
will receive additional funding for each at-risk student and English language learner (ELL), equal
to at least 20 percent of the statewide base per pupil amount. For districts exceeding the statewide
average of at-risk students or ELL students, they can receive up to 40 percent of the base per pupil
amount. In addition, the definition of at-risk student is expanded compared with current law to
include those who qualify for reduced-price lunch, and a student who qualifies as both at-risk and
ELL can be counted twiceintheformula. Onlineand ASCENT students are funded at the statewide
base per pupil amount.

Teaching and leadership investment (TLI). The bill provides new per pupil funding for
districtsand CSl schools, called the teaching and leadership investment (TLI). InFY 2015-16, this
amount is equal to $441 per pupil. In subsequent years, this amount depends upon the level of
revenue generated from the ballot measure providing new revenue for K-12 education. The bill
specifiesthat as the amount of tax revenue generated from the measure grows, money will first be
used to increase Tier A specia education funding by $1,250 per pupil, reaching a maximum of
$2,500 per pupil. Any remaining growth in revenue will be allocated to first raise the TLI amount
from $441 to $600 for al districts not eligible for supplemental per pupil funding described below
(or floor funding); the balance will be used to raisethe TLI to $600 for all districtseligible for floor
funding.

State and local shares. The state share of school finance is determined by the difference
between total program and the contribution from local property taxes and specific ownership taxes.
The calculated local share upon which the state share is derived, is based on two elements:
adistrict's assessed value per pupil, adjusted for median family income differences, and adistrict's
percentage of at-risk students. A district's calculated mill levy will either remain at its current level
or increase to a maximum of 25 mills, although a mill levy increase requires voter approval.
Districts with atotal program mill levy above 25 stay at current levels. Generally, districts with a
higher assessed value per pupil and a lower percentage of at-risk students will have a higher
calculated local share.

State share hold-harmlessfunding. Inthe event the recalculation of state and local shares,
including the TLI, reduces adistrict's state funding to | ess than what they would have received from
the state under the current formula, the district will receive new state share hold-harmless funding.
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This amount is equal to the difference in the district's state funding before and after this
recalculation, plus 2.0 percent of the district's total program plus TLI funding. The amount of
hold-harmless funding, however, cannot exceed the district's total program in either the applicable
or prior budget year.

Supplemental per pupil and at-risk funding. The bill provides supplemental per pupil
funding (or floor funding) for certain districts and CSI schoolsthat increasestheir per pupil funding
before the TLI, but including any hold-harmless funding, to a level equal to 95 percent of the
statewide average per pupil revenue before the TLI. The bill also provides supplemental at-risk
funding for certain school districts and CSl schoolsif they are subject to floor funding and have an
at-risk student percentage that is greater than 10 percentage points below the statewide average
percentage of at-risk students. These districts will receive at-risk supplemental funding equal to
23 percent of the district's calculated at-risk funding.

Local mill levy overrides. The bill changes the school district limit for mill levy overrides
and allowsdistrictstoimpose severa new overrides. Mill levy overridesmay increase no morethan
the greater of:

» 25 percent of total program plus the amount of TLI money;

o 25 percent of a district's total program prior to the negative factor, TLI money,
supplemental per pupil and at-risk funding, categorical buyout money, any state support
provided for a district's categorical programs, and the amount of any cost-of-living
adjustment authorized for the 2001-02 budget year; or

«  $200,000.

Districts are authorized to seek three new overrides for early childhood education, technology and
building maintenance, and cost of living expenses, provided they aready imposethe cal cul ated total
program mill levy specified in the bill. Thefirst two overrides do not have any limit, but thelast is
restricted to the amount of a district's total program attributable to the cost-of-living factor in
FY 2014-15, indexed to inflation in following years.

Charter school funding. CSl schools are funded like school districts, in that the statewide
base per pupil amount is adjusted by the accounting district's size factor. At-risk and ELL student
funding is provided to each CSI school, depending on its specific proportion of at-risk and ELL
students. CSI schoolsalso receivemill levy override equalization money from the state, equal to the
amount of per pupil override revenue authorized by the accounting district in which the CS| school
is located. In addition, beginning in FY 2015-16, the bill specifies that the General Assembly
appropriate differing per pupil amountsfor the capital construction needs of both district-authorized
charter schools and CSI schools. For eligible charter schools, the per pupil amount could be $100,
$300, or $450, depending on who ownsthe facility. A charter school that ownsthe facility and has
capital construction needs will receive $450 per pupil, while a charter school in a district-owned
facility with capital construction needs will receive $100 per pupil. District-authorized charter
schools also receive the district's per pupil funding for each of its students and a proportional share
of the district's overall at-risk and ELL funding, based on the school's number of at-risk and ELL
students.
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Finally, the bill contains other provisions impacting CDE or schools districts:

» school districts with assessed values per pupil below the statewide average may be
eligible to receive state equalization money if they ask and receive voter approva to
impose a 2.5 mill property tax increase to be used towards either a total program mill
levy increase or an override;

» districts are required to alocate their state share at-risk and ELL per pupil funding to
schools within the district based on each school's at-risk and ELL ADM, and the
principals of those schools have full autonomy to use the funds for those students;

* an education innovation grant program is created within CDE, administered by a
15 member board appointed by the Governor. Money for the program is specified in the
legislative declaration to come from the ballot measure providing new K-12 education
revenue,

» additional facility school funding is provided, based on the statewide base per pupil
amount; and

« ifabalotinitiativeisapproved by votersthisfall and additional tax revenueis collected
before July 1, 2015, the bill specifies how this money will be allocated.

State Revenues

The hill is contingent on a statewide ballot measure increasing state revenue for K-12
education. The bill specifies that the ballot measure must increase state tax revenue for K-12
education by at least the amount needed to pay for the state share of total program, hold-harmless
funding, supplemental per pupil and at-risk funding, and the TLI in the second budget year starting
after voter approval. Thisamount is currently estimated at $982 million in FY 2015-16, assuming
the statewide base per pupil amount increases by inflation in both FY 2014-15 and FY 2015-16.
Ballot initiative #22, approved by the Secretary of State's office regarding its petition language, is
projected to generate $1,013 million in FY 2015-16, if approved by the voters, and is described in
the last section of thefiscal note. If the ballot initiative failsto get voter approval, another citizen-
initiated ballot measure would need to be adopted by November 2017 to trigger implementation of
SB13-213.

If the bill becomes law, it is aso expected to increase cash fund revenue by $32,725 in
FY 2014-15 and $65,450 in following years. The revenueincreaseisbecause of aprojectedrisein
the number of preschool studentswho will require preschool facilitiesand providers. The Colorado
Department of Human Services is responsible for licensing and inspecting preschool s throughout
the state, and charges an annual licensing fee of $77 per classroom or facility. The bill is expected
to require 850 new classrooms at an average size of 15 students per classroom. If each classroom
provides morning and afternoon sessions, the revenue increase would be $65,450 annually. The
licensing of these additional preschools is expected to start on January 1, 2015, resulting in the
half-year impact in FY 2014-15.
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State Expenditures

Colorado Department of Education (CDE). The bill will increase state expenditures for
school finance by an estimated $982 million in FY 2015-16, if a statewide ballot measure is
approved by voters this fall to increase revenue for K-12 education and the Genera Assembly
chooses to increase the base per pupil amount by inflation in FY 2014-15 and FY 2015-16. The
department will also incur administrative costs of about $4.2 million in FY 2014-15, and
$4.6 million in subsequent years, contingent on passage of this ballot measure.

School financeact expenditures. If aballot measureisapprovedthisfall, state expenditures
for school financewill increase by an estimated $981 million, startingin FY 2015-16. Thisestimate
increased compared with the last published fiscal note because the funded pupil count under
SB13-213 is not based on ADM until FY 2017-18. Table 1 illustrates the projected change in
school finance funding, estimated at $915 million, assuming the bill is fully implemented in
FY 2013-14. Thisassumption incorporatesthe best available data (from FY 2013-14), although the
new formulais not effective until FY 2015-16. Because of a $0.9 million reduction in the local
share, state funding increases by about $916 million. Thisamount isincreased by projected inflation
and pupil growth to derive the FY 2015-16 impact, shown on page 1 of thisfiscal note.

Table 1. Comparison of School Finance Act Funding, Current Law vs. SB13-213

(Assumes Full Implementation in FY 2013-14 and No New L ocal Mill Leviesfor Total Program)
School Finance Elements Current Law SB13-213* Change
Total Program (assuming no local support for new
mill levies for SB13-213) $5,508,386,124 $5,867,595,442 $359,209,318
Teaching and Leadership Investment (TLI) $0 $374,252,798 $374,252,798
State Share Hold-Harmless Funding $0 $36,763,478 $36,763,478
Supplemental Per Pupil Funding at 95% of the State $0 $117,013,864 $117,013,864
Average Per Pupil Funding of $6,921, or $6,575
At-Risk Supplemental Funding $0 $28,094,048 $28,094,048
Total School Finance Funding* $5,508,386,124 $6,423,719,630 $915,333,506
Funded Pupil Count 828,045 865,059 37,014
Per Pupil Funding (with TLI, hold-harmless, and
floor funding) $6,652 $7,426 $773
Local Share $1,975,723,359 $1,974,816,983 ($906,376)
State Share (with TLI, hold-harmless, floor, and $3,532,662,765 $4,448,902,647 $916,239,882
at-risk supplemental)
State Share (with TLI, hold-harmless, floor, and at-risk supplemental) increased by
inflation and pupil growth (3.5% in FY 2014-15 and 3.6% in FY 2015-16) $982,447,375

* Table 3B,in Appendix B illustrates the change in school finance funding by school district, assuming there is no new local
support to raise total program mill levies. The last row of the table shows the estimated change in the state share of funding
in FY 2015-16, assuming the statewide base per pupil amount isincreased by inflation in FY 2014-15 and FY 2015-16.
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Appendix B contains four tables estimating the impacts of the bill for each school district,
assuming there is either full local support for the higher calculated mill levies or there is no
additional local support. These are described more completely inthe School District Impact section.

CDE administrative expenses. Asindicated in Table 2, the department is expected to incur
additional administrative costs of $4.2 millionin FY 2014-15, and $4.6 millionin FY 2015-16 due
to the following new requirements in the bill:

* implementation of anew school finance funding formulafor school districts;

* implementation of a separate funding formulafor each CSI school;

» financia reporting at the school level, including data on salaries and types of benefits;

» creation of astandard chart of accounts to make school -to-school and district-to-district
comparisons accurate and meaningful;

» creation of aweb portal to standardize the reporting of school and district expenditures
such that the format is easy to understand, sort, and filter by the general public;

* preparation of an annual report on the distribution of property tax overrides to charter
schools;

» expansion of the Colorado Preschool Program;

» creation of anew education innovation grant program;

* conversionto an ADM student count process

* preparation of areturn on investment study and a cost study to identify funding deficits
related to program performance and student outcomes; and

» raising per pupil funding in facility schools.

Table2. ExpendituresUnder SB 13-213

Cost Components FY 2014-15 FY 2015-16
Personal Services $837,682 $1,464,293

FTE 10.1 18.3
Operating Expenses and Capital Outlay $321,524 $404,825
Cost Study $200,000 $50,000
Information Technology and Web-based
reporting portal $2,850,000 $2,700,000
Facility school funding (included in
SB13-260) $0
TOTAL $4,209,206 $4,619,118

Beginning in FY 2014-15 and FY 2015-16, CDE is expected to require 10.1 FTE and 18.3
FTE, respectively, to preparefor the conversion to anew school financeformula, start to implement
the new ADM count method, and accomplish the other requirements of the bill. In particular, new
staff will be needed for the development of the standard chart of accounts to prepare for the
implementation of school-level financial reporting requirements; development of a statewide web
portal for transmitting school and district expenditure data to the general public; expansion of the
CPP, which is projected to add 25,500 new students and require new staff for monitoring CPP
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programming and performance; and initial development of the education innovation grant program.
Inaddition, it isestimated that the new statewideweb portal for reporting school-level financial data
in aformat that is easy to use, filter, and sort by the general public will cost $2.7 million annually,
based on data provided by a private company offering this service.

The fiscal note also assumes that CDE will contract for the return on investment study and
cost study at an estimated cost of $250,000 for each. The return on investment (ROI) study is to
measurethe overall rel ationship between educati on spending and student outcomes, as measured by
academic growth and achievement, attendance, graduationrates, and collegeremediationrates. This
study is not due until January 31, 2020. The department is also required to prepare or contract for
a cost study that estimates the amount of money that would be needed to successfully meet the
educational requirements in current law. The study must use a number of different methods to
determine this estimate and identify specific areas of deficit funding and the amount of money
needed to correct these deficits. The cost study is to be completed by January 31, 2016, and every
four years thereafter.

Categorical Programs. Beginning in FY 2015-16, the General Assembly will not
appropriate money for either the English language proficiency act (ELPA) or theexpelled and at-risk
student services grant program. Instead, funding will be provided through the new school finance
act. InFY 2012-13, $14.5 million was appropriated for ELPA and $7.5 million was appropriated
for the expelled and at-risk student services grant program.

Facility schools. Starting in FY 2015-16, the bill increases facility school funding by
$2.6 million. Specifically, thebill providesadditional funding for each facility school student, equal
to 1.73 timesthe statewide base per pupil amount, or about $10,770. Under current law, each facility
school student receives 1.33 times the statewide average per pupil revenue, or about $9,181. Asa
result, facility school students will receive an additional $1,589 per pupil. Given the current
population of 1,625 students at facility schools, funding will increase by about $2.6 million.

Senate Bill 13-260 also includes an identical provision to increase facility school funding to
afactor of 1.73 of the statewide base per pupil amount. To the degree SB13-260 includes this
provision, the money would only need to be appropriated once by the General Assembly.

Charter school capital construction. Thebill will increasecapital construction expenditures
for charter schools by an estimated $21.6 million in FY 2015-16. The bill provides capital
construction funding for charter schools at differing per pupil amounts of $100, $300, and $450,
depending on ownership of the charter school facility. Based on preliminary datafrom CDE from
FY 2011-12, Table 3 estimates the number of charter schools and students eligible for funding at
these different levels.
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Table 3. Estimated Charter School Capital Construction Funding under SB13-213
Owned Not Owned State or District- Tota
Facilities @ Facilities @ Owned Facilities @
$450 Per Pupil | $300 Per Pupil $100 Per Pupil

Number of Charter
Schools 46 77 32 155
Number of Students 23,450.3 34,202 8,261.7 65,914
Estimated Capital $10,552,635 $10,260,600 $826,170 $21,639,405
Construction Funding

Colorado Department of Human Services (CDHS). CDHSwill incur conditional costs of
$188,760 in FY 2014-15 and $324,844 in FY 2015-16 to license and inspect preschool facilities,
conditioned on passage of a statewide ballot measure to increase funding for K-12 education. Itis
assumed that an additional 850 preschool classroomswill be needed to serve 25,500 new preschool
students. The fiscal note assumes that this work will begin January 1, 2015, requiring 2.8 FTE in
FY 2014-15 and 5.7 FTE in subsequent years. Currently, the caseload for licensing preschoolsin
CDHSis 150 per specidlist.

School District Impact

A district-by-district comparison is available at:
www.colorado.gov/cs/Satellite/ CGA-Legid ativeCouncil/CLC/1251600282747

The bill will impact school districts directly in terms of how much money they receivein
school finance funding, but also in how they allocate funding to schools, administer student counts,
provide data to CDE, and meet the building facility needs of new kindergarten and preschool
students.

School finance funding. Appendix B to the fiscal note contains four tables summarizing
the school finance impactsfor school districts. Table 1B illustratesthe changein each district'stotal
program, assuming al districtsimposethe cal culated mill levy, asspecifiedinthebill, and assuming
the bill isfully implemented in FY 2013-14. Columns (i) through (k) of Table 1B show the change
in funded pupil count, total program plus TLI, and per pupil funding with the TLI. Overall, the bill
IS expected to increase the funded pupil count by 37,014, total program spending with the TLI by
$816 million, and per pupil spending with the TLI by $659 (see page 4).

The funded pupil count rises because of the additional kindergarten and preschool students
receiving funding under the bill. Also, prior fiscal notesfor the bill assumed that thisincrease was
partially offset by the bill's conversion to an ADM count. However, funding based on ADM was
postponed until FY 2017-18, which caused the funded pupil count to increase along with the bill's
overall funding requirements.
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Table 2B shows the state and local sources of funding for the change in total program and
the TLI, with the latter entirely funded by state revenue. Overall, 85 school districts are presumed
to increase local property taxes for determining state and local shares for school finance, totaling
almost $82 million. State funding for total program and the TLI makes up the difference, or about
$734 million, as reflected on the last page of Table 2B.

Thebill also specifiesthat certaindistrictsareeligiblefor hold-harmlessfundingif their state
funding under thebill, including the TLI, islessthan what they would have otherwisereceived from
the state share. Twenty-five districts are eligible to receive hold-harmless funding, as indicated in
column (l) of Table 2B. The amount a district receives in hold-harmless funding is equal to the
difference in state funding with the TLI, plus 2.0 percent of the district's total program and TLI
funding. These districts will therefore receive an estimated $36.8 million per year.

Certain school districts will also receive supplemental per pupil funding (floor funding) if
their per pupil revenue with any hold-harmless funding, is less than 95 percent of the statewide
average per pupil revenue beforethe TLI. The 35 districtsreceiving floor funding areillustrated in
column (o) of Table 3B. Thetablealso showstheimpact of the bill if no school districtsimpose and
collect the higher calculated mill levies. In other words, the $82 million increasein local shareis
not realized. Column (I) shows the per pupil change in total program funding with the TLI,
hold-harmless, and floor funding amounts. Column (m) highlights that there is no increase in the
local share for any district; athough afew have adecrease in local share because they collect more
than total program at existing mill levies. Thedifferencein mill levies (or excessmill levy) isused
to contribute to adistrict's cost-of-living mill levy override.

Asindicated on page 4 of Table 3B, compared with current law, total program withthe TLI,
hold-harmless, and floor funding will increase by about $915 million without any additional local
property taxes. Thisraises per pupil funding by about $773, from $6,652 to $7,426.

Table 4B illustrates the 85 districts that have a higher calculated mill levy under the bill.

Other provisions. A number of other provisionsinthebill will impact school districts. First,
thebill providesmill levy equalization money for districtswith fewer than 10,000 studentsthat have
assessed values per pupil below the statewide average. To be eligible, a district must get voter
approval toimposeanew mill levy of at least 2.5 mills. The amount of state equalization money is
equal to the difference between what would be collected from a statewide average 2.5 mill levy per
pupil (about $265 currently) and what the district would receive from local taxpayers.

Second, the bill specifies how certain funding will be allocated within a school district. In
particular, district-authorized charter schoolswill receive aper pupil alocation of both thedistrict's
at-risk and ELL funding. These amountsdepend on the number of at-risk and ELL studentsenrolled
in a charter school, and the district's average at-risk funding per at-risk student and the district's
average ELL funding per ELL student. Similarly, non-charter schools will receive a per pupil
allocation of a district's state share portion of per pupil at-risk and ELL funding. These elements
may create accounting and monitoring costsfor districts, and potentially impact thedelivery of other
educational services that were previously paid for with these funds.
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Finally, districts are likely to incur additional costs to:

» update and revise the standard chart of accounts to accommodate the new financial
reporting requirements;

» reprogram and modify information technology systems to accommodate the new ADM
count process;

» pay for unreimbursed election costs to seek voter approval for mill levy increases; and

» pay for capital facility costsor leasing coststo accommodate the additional kindergarten
and preschool students.

CSl Impact. Charter schools authorized by the CSI are likely to receive additional funding
under the bill, although the amount will vary by school. Although a CSI school could potentially
lose revenue due to areduction in the size factor for an accounting district and limited at-risk and
ELL student populations, other factorsarelikely to offset those elements. In particular, CSl schools
will initially receive new funding of $441 per pupil for the TLI, and they will receive mill
levy override equalization funding from the state, based on the accounting district's per pupil
overriderevenue. Inaddition, CSI schools may be eligible to receive per pupil capital construction
funding as described on page 3 of thisfiscal note. Table 3B in Appendix B showsthat the per pupil
fundingfor all CSI schoolswould increaseby $1,746 compared with current law, if the bill wasfully
implemented in FY 2013-14.

Pursuant to Section 22-32-143, C.R.S., as specified by House Bill 11-1277, school districts
and Boards of Cooperative Educational Services (BOCES) may submit estimates of fiscal impacts
within seven days of abill'sintroduction. Summaries of fiscal impacts were submitted by districts
or BOCES for this bill and can be found on the Legidative Council website at this address:
http://www.colorado.gov/Ics.

State Appropriations

If astatewide ballot measureto increase state revenuefor K-12 education isapproved by the
voters, the Colorado Department of Educationwill incur additional expensesstartingin FY 2014-15.

Departments Contacted

Education Legidative Council Staff Human Services

Technical | ssues/Consider ations

Implementation of thishill is contingent on passage of aballot initiativeto increase state tax
revenuefor K-12 education. Initiative#22 hasreceived approval from the Secretary of State's office
regarding its petition language, and, if passed by the voters this fall, is estimated to generate
$950 million in FY 2014-15, itsfirst full year of implementation. In FY 2015-16, theinitiativeis
estimated to generate $1.013 billion. Table 4 illustrates the projected revenue from Initiative #22
if votersapprovethe measure. Based on the effective datelanguagein SB13-213, thiswould appear
to satisfy the requirement to implement the new school finance formula; however, it isnot sufficient
to pay for other appropriations identified in the legislative declarations in the bill or other
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expenditures identified in the fiscal note, which total $331 million, outlined below. Fully funding
the bill would require $1.313 billionin FY 2015-16, which is $300 million more than the estimated
revenue, asindicatedinthelast row of Table4. Notethat revenue collected from Initiative#22 prior
to July 1, 2015, is deposited into three new funds created by SB13-213, listed in Table 4, and the
public school capital construction assistance fund.

Table4. Estimated Revenue from I nitiative #22 and Estimated School Finance Costs of
SB13-213

FY 2013-14* FY 2014-15 FY 2015-16

I nitiative #22 Estimated Revenue $452 million | $950 million | $1,013 million

SB13-213 Allocation of Pre-FY 2015-16 Revenue:

up to 15% to Educator Effectiveness Reserve Fund $68 million [ $143 million

up to 40% to Preschool through 12th Grade Education
Reserve Fund $181 million [ $380 million

up to 40% to Public School Capital Construction
Assistance Fund $181 million [ $380 million

up to 5% to Education Technology Fund $22 million $47 million

SB13-213 School Finance and Other Costs

State Share of Total Program, TLI, Supplemental Per

Pupil and At-Risk, and Hold-Harmless (see Table 1) $982 million
Other expenditures identified or declared in SB13-213 $331 million
Total SB13-213 Costs $1,313 million

Estimated Funding Shortfall ($300 million)

* Represents a half-year impact

Beginningin FY 2015-16, the bill containsthefollowing legislative declarationsto increase
appropriations for certain programs or expenditures identified in the fiscal note:

¢ $100 million for an education innovation grant program;

e $80 million for Tier B specia education programs;

e $108 millionto increase Tier A specia education funding by $1,250 per student;
* $22 million for charter school capital construction funding;

* $7 million for gifted and talented student programs;

* $6 million to provide career opportunities for highly effective educators;

e $5million to CDE to implement the ADM and financial reporting requirements;
* $1 million to CDE for professional development programs,

* $1.3million for distribution to boards of cooperative educational services; and

e $1 million for mill levy election administrative expenses.

Thebill also specifiesthat beginning in FY 2015-16, it istheintent of the General Assembly
to reappropriate the money previously spent on the English Language Proficiency Act and the
Expelled and At-Risk Student Services Grant Program to special education programs.



Appendix A. Comparison of School Finance Funding Elements, Current Law vs. SB 13-213

School Finance Elements

Current Law

SB 13-213

Funded Pupil Count

Count

Single count day, generally on October 1

Average daily membership (ADM) in the prior fiscal year and ADM
in the first quarter of the current fiscal year, with part-time 9th-12th
grade students counted as full-time. ADM is not used for funding
purposes until FY 2017-18.

Enrollment Averaging

Enrollment averaging over 5 years

ADM averaging over 5 years

Kindergarten

0.58 FTE for kindergarten students

Full-day kindergarten

Preschool

20,180 half-time preschool slots for children eligible for the
Colorado Preschool Program (CPP)

Half-day preschool for three-, four-, and five-year olds who are
eligible for the CPP

Funding Formula

Base

Statewide base per pupil amount

Statewide base per pupil amount

Cost-of-Living Factor

Base adjusted by cost-of-living factor which gives districts
with a higher cost of living additional funding

None

Size Factor

Base adjusted by size factor which gives smaller districts
additional funding

Base adjusted by current law size factor for districts with fewer
than 4,023 students; size factor reduced for districts between
4,023 and 4,300 students and eliminated for larger districts.

At-Risk Students and
English Language
Learners (ELL)

Additional funding for at-risk students of between 12% of a
district's per pupil funding up to a maximum of 30%. At-risk
is defined as students who qualify for free lunch or are
English language learners, but they are only counted once
in the formula.

At-risk and ELL funding is based on the percentage of at-risk
students and ELL in a district or CSl school. At-risk and ELL
students can receive between 20% of the statewide base per pupil
amount up to a maximum of 40% if they have a high percentage
of at-risk or ELL students. At-risk is defined as students who
qualify for free- or reduced-price lunch. A student who qualifies as
at-risk and ELL can be counted under both calculations. A
student cannot be identified as ELL for more than five budget
years.

Online and ASCENT
Students

Students receive a fixed per pupil amount, estimated at
$6,068 in FY 2013-14, which increases by inflation each
year.

Students receive the statewide base per pupil amount, which
increases by inflation each year. In FY 2013-14, the base per
pupil amount is $5,954.

Negative Factor

A percentage reduction that is applied to each district's total
program amount.

None
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School Finance Elements

Current Law

SB 13-213

Teaching and Leadership

Investment (TLI)

Initial Investment None The bill initially provides $441 per pupil as a teaching and
leadership investment (TLI) for all districts and CSI schools

Online and ASCENT None Online and ASCENT students are excluded from receiving the TLI.

Out-year Investment None In FY 2016-17 and subsequent years, as the amount of tax

revenue generated from the measure grows, money will first be
used to increase Tier A special education funding by $1,250 per
pupil. Any remaining growth in revenue will be allocated to first
raise the TLI amount from $441 to $600 for all districts not eligible
for floor funding; the balance will be used to raise the TLI to $600
for all districts subject to floor funding.

State and Local Shares

Local Share

Property taxes and specific ownership taxes (SOT). Most
local total program mill levies are set at the level imposed in
FY 2006-07 and range from 1.68 to 27.00 mills.

The calculated local share is based on two elements: a district's
assessed value (AV) per pupil, adjusted for median income
differences, and its percentage of at-risk pupils. Districts with
higher AV per pupil and a lower percentage of at-risk students will
have a higher calculated local share. A district's calculated mill
levy will either remain at its current level or increase to a
maximum of 25 mills. Districts with a total program mill levy above
25 stay at current levels. Imposition of a higher calculated mill
levy would require voter approval.

State Share

The difference between a district's total program as set by
the General Assembly and the amount of local share.

State share is the difference between total program and the new
calculated local share. Districts whose state funding with the TLI
is less than their state share at the prior mill levy, will receive hold-
harmless funding from the state.

Mill Levy Override

Approval

Districts allowed to seek voter approval for additional
property taxes (mill levy overrides) to support local district
operations or specific programs.

Districts are allowed to seek voter approval for mill levy overrides
like current law.
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School Finance Elements

Current Law

SB 13-213

Maximum Allowable

The maximum that can be collected is the greater of 25%
of a district's total program funding, plus a certain amount
for cost-of-living adjustments in FY 2001-02, or $200,000.
Override revenue may be shared with district-authorized
charter schools, but it is not required.

Raises the limit that can be collected to the greater of:

(1) 25% of a district's total program plus the TLI for the applicable
school year; or

(2) 25% of a district's total program in FY 2014-15 before the
negative factor, plus the TLI, supplemental per pupil and at-risk
funding, categorical buyout money, state support provided for a
district's categorical programs, and the amount of any cost-of-
living adjustment authorized for the 2001-02 budget year; or

(3) $200,000.

Additional Overrides

No additional overrides are allowed, but districts can
impose other mill levies for full-day kindergarten costs,
school transportation costs, and special building and
technology purposes.

Districts may seek voter approval for three other overrides, two of
which are unlimited in size: early childhood education, technology
and building maintenance, and cost of living. The latter is capped
at the amount of a district's total program that is attributable to the
cost of living factor, indexed to inflation in subsequent years.

Charter School Institute (CS

D)

Base

Funding for the CSl is based on the per pupil revenue of
the accounting district in which a school is located, as
determined by the current formula. This includes amounts
calculated for current factors, such as the cost-of-living and
size factors. CDE distributes funding for CSI schools
through state share payments that go to the accounting
district.

Each CSI school receives total program funding similar to an
individual school district. A CSI school receives per pupil funding
based on the accounting district's per pupil funding.

At-Risk Students and
ELL

At-risk funding for CSI schools is adjusted up (or down) if
they serve proportionally more (or less) at-risk students
than the accounting district. Supplemental at-risk aid goes
to CSl schools if their percentage of at-risk students is less
than the accounting district.

At-risk student and ELL funding for the CSI school depends on the
school's percentage of at-risk and ELL students relative to the
statewide average. A school will receive at least 20% of the
statewide base per pupil amount for each at-risk and ELL student
a school serves, which increases up to 40%, if the school exceeds
the statewide average.

Online and ASCENT

Students receive a fixed per pupil amount, estimated at
$6,068 in FY 2013-14, which increases by inflation each
year.

Online and ASCENT students get the statewide base per pupil
amount. In FY 2013-14, the base per pupil amount is $5,954.

Teaching and
Leadership
Investment

None

Excluding online and ASCENT students, the bill initially provides
$441 per pupil for each CSI school. In following years, this
amount may increase depending on the growth in revenue
associated with the ballot measure that provides new tax revenue
for K-12 education.
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School Finance Elements

Current Law

SB 13-213

Mill Levy Override
and Capital
Construction

School districts do not share override revenue with CSI
schools. However, CSI schools receive a proportional
share of the capital construction money allocated to charter
schools from the SEF.

A school will receive per pupil mill levy override equalization
money from the state, equal to the amount of per pupil override
revenue authorized by the accounting district in which the school
is located. CSI schools also receive a proportional share of capital
construction money allocated from the State Education Fund
(SEF), and some schools may be eligible to receive per pupil
capital construction funding, ranging from $100 to $450 per pupil.

District-authorized charter s

chools

Base

A district-authorized charter school receives 100% of the
district's per pupil revenue, of which up to 5% may be
retained by the district for administrative expenses (15% in
smaller districts).

District-authorized charter schools receive the district's per pupil
funding for each student, plus the statewide base per pupil
amount for each online/ASCENT student. Up to 5% to 15% of the
charter school's per pupil funding may be retained by the district.

At-risk Students and
ELL

Schools authorized before July 1, 2004, receive
supplemental at-risk aid if they have a higher percentage of
at-risk students than the district. Otherwise, the school
receives an amount based on the district's per pupil
revenue and its percentage of at-risk students. Schools
authorized after July 1, 2004, in district's with more than
40% at-risk students receive more (or less) funding for at-
risk students if they have serve a higher (lower) percentage
of at-risk students than the district.

At-risk and ELL student funding is allocated to charter schools on
a per pupil basis, in an amount equal to the district's at-risk
funding divided by its at-risk ADM or its ELL funding divided by its
ELL ADM.

Teaching and
Leadership
Investment

None

Excluding online and ASCENT students, the bill initially provides
$441 per pupil for each district-authorized school. In following
years, this amount may increase depending on the growth in
revenue associated with the ballot measure that provides new tax
revenue for K-12 education.

Mill Levy Override
and Capital
Construction

School districts may share property tax override revenue
with district-authorized charter schools, but it is not
required.

Charter schools will receive a proportional share of any capital
construction money allocated from the State Education Fund, and
some charter schools may be eligible to receive per pupil capital
construction funding, ranging from $100 to $450 per pupil.

Facility school funding

Per pupil funding

Per pupil funding at facility schools is equal to 1.33 times

the statewide average per pupil funding level.

Per pupil funding at facility schools is equal to 1.73 times the
statewide base per pupil amount.




