JBC WORKING DOCUMENT - ALL DECISIONS SUBJECT TO CHANGE
Staff Recommendation Does Not Represent Committee Decision

DEPARTMENT OF EDUCATION
FY 2008-09

FORMAT NOTES: Individual line items appear in bold underlined font, decision items appear in
bold italic font, and summary descriptions of staff recommendations appear in bold font.

SUMMARY OF RECOMMENDATIONSINCLUDED IN THISPACKET

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

Summary of Significant Staff Recommendationsin this Packet

Total General Cash Cash Fund Federal
Description Funds Fund Funds Exempt Funds FTE

Recommended Changesto FY 2007-08 Appropriation (Recent Supplemental Requests):
Military dependent suppl.

pupil enrollment aid $1,818,517 $1,818,517 $0 $0 $0 0.0
Refinance categorical

programs 0 0 0 0 0 0.0
Colorado Student Assessment

Program (CSAP) (2,645,912) (800,343) 0 0 (1,845569) (1.3
School finance (113,617,998)  (33,949,953) 0 (79,668,045) 0 00

Recommended Changes from Adjusted FY 2007-08 Appropriation for FY 2008-09:

School finance (DI #1) 191,415,698 147,857,384 0 43,558,314 0 00
Categorical programs (DI #2) 6,736,155 0 0 6,736,155 0 0.0
Closing the Achievement Gap

(DI #3) 1,800,000 1,800,000 0 0 0 00
Read-to-Achieve 1,397,884 0 0 1,397,884 0 00
Colorado Virtua Library

(DI #10) 1,000,000 1,000,000 0 0 0 00
Employee salary and benefit

increases 892,289 533,391 17,113 108,690 233,095 0.0
Colorado student assessment

program 703,167 809,916 0 0 (106,749) 0.0
Content specialists (DI #4) 440,698 440,698 0 0 0 4.6
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Summary of Significant Staff Recommendationsin this Packet
Total General Cash Cash Fund Federal

Description Funds Fund Funds Exempt Funds FTE
Data program management
office (BA) 161,853 157,504 0 0 0 09
Dropout Prevention Activity
Grant Program (DI #6) 159,131 0 0 159,131 0 0.0
Fees and conference revenue
for CSDB (DI #7) 45,000 0 45,000 0 0 00
Auditor travel (DI #9) 13,702 13,702 0 0 0 00
Talking Book Library (DI #5) 9,637 9,637 0 0 0 0.0
Family literacy education
grants 0 200,000 0 (200,000) 0 00
Base personal services
reduction (1.0 percent) (140,650) (127,099) 0 (13,551) 0 0.0

General NoteRegarding L ong Bill Column For mat Change. The Committee hasvotedto change
theformat of the Long Bill for FY 2008-09 to include a"Reappropriated Funds' (RF) column rather
than a " Cash Funds Exempt" (CFE) column. Pursuant to thisformat change, all of the funds that
were previously listed under the "Cash Funds' (CF) column for this department will continue to be
included in the CF column, and all of the funds that were previously included in the CFE column
will be included in the new RF column, with the exceptions summarized in the following table.

Summary of Impact of Long Bill Format Change on FY 2007-08 Appropriations
Total Cash Cash Funds Exempt/

Description Funds Funds Reappropriated Funds

State Education Fund* $0 $359,945,898 ($359,945,898)
State Public School Fund* 0 108,088,954 (108,088,954)
Cash fund reserves 0 10,885,882 (10,885,882)
Gifts, grants, and donations 0 447,000 (447,000)
Total 0 479,367,734 (479,367,734)

* These amounts do not reflect any mid-year adjustments to the appropriation for the State Share of Districts' Total
Program Funding.

. Appropriations from the State Education Fund will move from CFE to CF. Please note,
however, that pursuant to Section 17 (3) of Article IX of the Colorado Constitution,
appropriations from the State Education Fund are not subject to the limitation on fiscal year
spending set forth in Section 20 of Article X of the Colorado Constitution (the Taxpayer's
Bill of Rightsor "TABOR").
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. Appropriations from the State Public School Fund, including appropriations of federal
mineral leaserevenues, interest earned on moneysin the Public School Fund, fund reserves,
and audit recoveries, will movefrom CFE to CF. Pleasenote, however, that federal mineral
lease revenues are credited to the Mineral Leasing Fund upon receipt, and are subsequently
distributed and transferred to other cash funds pursuant to Section 34-63-102, C.R.S. These
funds originate as federal funds, which are excluded from the definition of "fiscal year
spending” and are thus not subject to TABOR spending limits. In addition, please note that
state revenues that are distributed to school districts are "counted” for purposes of TABOR
spending limits when they are received. When these moneys are recovered from a school
district pursuant to an audit, these moneys are not counted a second time.

. Appropriationsfromreser vesin variouscash funds(including the Educator Licensure Cash
Fund, the On-line Education Cash Fund, the Public School Transportation Fund, the
Comprehensive Health Education Fund, the Read-to-Achieve Cash Fund, and the State
Public School Fund Contingency Reserve) will move from CFE to CF.

. Appropriations from gifts, grants, and donations will be reflected as CF. Please note,
however, that these amounts are excluded from the definition of "fiscal year spending” and
are thus not subject to TABOR spending limits.

For FY 2007-08, this new Long Bill format requiresin a shift of atotal of $479,367,734 from the
existing CFE column to the CF column. For FY 2008-09, staff has estimated each of the above-
described shiftsfor each lineitem. Staff has reflected recommended funding in the new Long Bill
format in the "Staff Rec. New Format" column on pages one through 22. Once the Committee has
finalized itsdecisions for all pending lineitems, staff will work with the Department to ensure that
the correct amounts are shifted to the CF column in the FY 2008-09 Long Bill.

Recommended Changesto L ong Bill Organization. Assummarized in Appendix A and detailed
in pages 1 through 22, staff recommends modifying the or ganization of the Long Bill for FY
2008-09.

First, staff recommendsre-ordering line items and adding subsection headingsin two L ong
Bill sections: (1) Management and Administration; and (2) (C) Grant Programs, Distributions, and
Other Assistance (within the Assistance to Public Schools section). Both of these sections now
includealarge number of lineitems. Despite staff'sattemptsinthepast tolist lineitemsin arational
order, itisdifficult for thereader to find aspecific lineitem of interest. Staff recommends grouping
like line items, and adding descriptive subsection headings.

Second, staff recommends transferring certain FTE and the associated funding from the
existing consolidated line item in the Management and Administration section (the General
Department and Program Administration lineitem) to separatelineitems. For those FTE responsible
for administering a specific program or funding source, staff recommends reflecting these FTE and
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the associated funds with the relevant program or funding source (e.g., staff responsible for school
finance, library programs, assessments, transportation, and nutrition programs). In addition, staff
recommends adding a new line item to separately identify those FTE responsible for information
technology services; this new line item would be included in the new Information Technology
subsection within the Management and Administration section. Thesetransfersare detailed within
the narrative, below, for each relevant line item.

Third, staff recommends transferring two significant sources of federal funding from the
consolidated Appropriated Sponsored Programs line item to the relevant program areas.
Specificaly, staff recommendstransferring federal U.S.D.A. funding and the associated FTE to the
new Health and Nutrition subsection within the Assistance to Public Schools section. Staff aso
recommends transferring federal library funding and the associated FTE to the Library Programs
section. These transfers are detailed within the narrative, below, for each relevant line item.

Throughout the packet, where staff has simply re-ordered lineitemswithin aLong Bill section, line
items appear in the recommended order (rather than the current Long Bill order). Inthoseinstances
where staff is recommending the transfer of funding and/or FTE, staff has specifically identified
these amounts in each relevant line item.

(1) MANAGEMENT AND ADMINISTRATION
(A) Administration and Centrally-Appropriated Line Items[New subsection heading]

State Board of Education [New lineitem]. Asdescribed in the narrative for the following line
item, staff recommends including a separate lineitem in the FY 2008-09 L ong Bill to reflect
funding that directly supportsthe State Board of Education. Based on information requested
from and provided by Department staff, staff recommendstransferring atotal of $264,283 Gener al
Fund and 2.0 FTE, including $140,283 and 2.0 FTE persona services, $76,000 for operating
expenses, and $48,000 for travel expenses.

General Department and Program Administration. Thislineitem providesfunding and staff for
the State Board of Education, for the management and administration of avariety of education- and
library-related programs, and for general department administration, including support for the State
Board of Education, human resources, budgeting, accounting, and information management. This
lineitem supports both personal servicesand operating expenses. Sources of cash fundsfor thisline
item include general education development (GED) program fees, indirect cost recoveries, and
transfers from various cash- and federally-funded line items in other sections of the budget. The
Department hasrequested atotal of $7,661,196 and 87.8 FTE for thislinefor FY 2008-09, including
$7,033,726 and 82.3 FTE in continuation funding and $627,470 and 5.5 FTE in new funding. The
latter amount, requested through threeinitiatives, representsan 8.2 percent funding increasefor this
lineitem.
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Background Information. This consolidated line item was established in FY 1987-88 to facilitate
a$2.5 million reduction in General Fund appropriations for the administration of the Department
and library programs. Thisreduction ultimately resulted in the elimination of 35.0 FTE (a25 percent
reduction). From FY 2000-01 through FY 2003-04, base General Fund appropriations for staff
supported through this line item were reduced by another $1.8 million. Asaresult, the number of
FTE supported by General Fund decreased by another 31.5 FTE (39 percent). Of the total 31.5
General Fund-supported FTE reduction, 12.0 FTE were eliminated and 19.5 FTE were transferred
to various cash and federal fund sources. Positionsthat were eliminated include senior consultants
onregional serviceteams, staff at the Talking Book Library, staff responsiblefor institutional library
programs, staff in the Commissioner's Office, management services staff who supported data and
human resource functions, and staff responsible for some specia education-related functions.

When compared to Department staffing levelsthat existed in FY 1984-85, current staffing levelsare
considerably lower. Specificaly, 69.5 FTE now perform genera Department and program
administration functions, compared to 84.7 FTE in FY 1984-85 (an 18 percent reduction); and 12.5
FTE now support library programs, compared to 26.3' in FY 1984-85 (a 52 percent reduction).

Pleasenotethat in FY 2006-07, the General Assembly added General Fund appropriationsto support
atotal of 4.5 FTE currently reflected in thisline item:

. Restored 1.0 FTE Auditor for the School Finance Unit that was eliminated by the
Department in FY 2002-03 to manage reductions in administrative funding

. Added 1.0 FTE Principal Consultant for the School Finance Unit toimprovetheunit'sability
to assist school districts with accounting, data submission, and reporting requirements

. Added 1.0 FTE for the Accounting Unit to address workload increases
. Added 1.0 FTE for the Colorado Preschool and Kindergarten Program (H.B. 06-1375)

. Added 0.5 FTE to administer the Specia Education High-Cost Grant Program (H.B. 06-
1375)

Personal Services: Thislineitem providesfunding for employees salariesand wages, aswell asthe
associ ated state contribution to the Public Employees Retirement A ssociation and the state share of
federal Medicaretaxes. Thislineitem also providesfunding for certain professional and temporary
services. Pursuant to Section 22-2-107, C.R.S,, the State Board of Education has the power to

! Positionsincluded: 2.0 FTE Assistant Commissioner and Secretary; 10.5 FTE for theLibrary for the Blind
and Physically Handicapped; 1.5 FTE regional systems supervisor; 1.5 FTE project director and secretary
for thelibrary network; 4.0 FTE for correctiona libraries; 1.8 FTE for the state library and state documents
depository; and 5.0 FTE consultants and secretary for institutions, continuing education, and resource
libraries.
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employ personnel as necessary for the performance of powers and duties delegated to the Board or
the Commissioner of Education. This provision also authorizes the Board to, "approve within the
appropriation made by the general assembly a salary schedule for personnel of the department who
arenot within the state personnel system". Finally, the Board hasthe power to "create, maintain, and
modify, from timeto time, such administrative organization for personnel of the department as may
be deemed necessary or beneficial”.

With respect to personal services, the Department requests $6,196,110 and 82.3 FTE in continuation
funding for FY 2008-09. Thisrequest reflectstheelimination of one-timefunding that was provided
through H.B. 07-1232 (Military Dependent Supplemental Pupil Enrollment Aid) and H.B. 07-1320
(Education Data Management), and the addition of funding pursuant to S.B. 07-228 (Monitoring
Vendor Performance on State Contracts). Therequest includes continuation of fundingfor 1.0 FTE
fromthe State Public School Fund, consistent with the Legislative Council Staff Fiscal Notefor H.B.
07-1320. The Department isrequesting an additional $530,645 and 5.5 FTE through Decision Item
#4 and Budget Amendment #1.

The following table details staff supported by this line item, by function or duty. Given severd
staffing changes initiated by the new Commissioner and the availability of better data, staff has
reflected agreater level of detail in the staffing table than in the past (for both FY 2006-07 and FY
2008-09).

FY 2006-07 FY 2007-08 FY 2008-09 FY 2008-09
Staffing Summary Actual Approp. Request Recomm.
Commissioner/ Deputy and Assistant
Commissioners/ Chief of Staff/
Directors 13.0
Commissioner 11 10 1.0
Deputy Commissioner 20 2.0
Assistant Commissioner 17
Communications Unit 20 20
Controller/ Accounting/ Purchasing 9.1 10.0 10.3 10.3
Budget 15 15 15
Human Resources 20 20 20
Research and Evaluation 47 47 4.7
Regional Service Teams 5.3 34 34
Exceptional Student Services 31 34 34
Data Program Mgmt. Office (BA) 0.9 0.9
English Language Proficiency 0.5 0.5 0.5
GED Program 15 15 15 15
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FY 2006-07 @ FY 2007-08 @ FY 2008-09 FY 2008-09
Staffing Summary Actual Approp. Request Recomm.
Other (Supervisors/ Consultants/
Support Staff) 5.0 22.0 7.7 6.7
not
Subtotal 35.5 comparable 40.9 39.9
State Board Relations 15 20 2.0
Information Management Services 8.2 10.0 11.3 11.3
Colorado Student Assessment
Program 23 23 2.3
Public School Finance/ Colorado
Preschool and Kindergarten Program 7.1 8.0 7.0 8.0
School District Audits 46 50 50 5.0
Subtotal 117 13.0 12.0 13.0
Public School Transportation 20 20 2.0
Nutrition 0.6 0.9 09
Content Specialists (DI #4) 4.6 4.6
Library Programs 12.8 125 11.8 11.8
Total 74.6 82.0 87.8 87.8

Operating Expenses and Capital Outlay: In addition to persona services, this line item provides
funding for supplies and materials, aswell asfor certain services that are not covered by other line
items such as utilities, custodial services, equipment rental, storage, dues and subscriptions, and
printing. This line item also provides funding for the purchase or replacement of equipment,
furniture, and other items that cost less than $50,000, aswell asfor building repair and remodeling
costing less than $15,000. With respect to operating and capital outlay expenses, the Department
requests $837,616 in continuation funding for FY 2008-09. The request reflects the elimination of
one-time funding that was provided through H.B. 07-1320 (Education Data M anagement), and the
addition of funding pursuant to S.B. 07-228 (Monitoring Vendor Performance on State Contracts).
The Department is requesting an additional $87,562 through Decision Items#4 and #9, and Budget
Amendment #1.

Staff'soverall recommendation for thislineitem, detailed in thefollowing table, iscalculated
in accordance with Committee policy with one exception (noted below). A discussion of each
decision item and budget amendment referenced in the table, as well as staff-initiated adjustments
and transfers, are described in the narrative that follows the table.
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Summary of Recommendation: General Department and Program Administration

Cash
General Cash Funds
Description Total Funds Fund Funds Exempt FTE
Personal services portion of FY 07-08 Long
Bill appropriation $6,025,766  $4,686,620 $93,854 $1,245,292 81.0
Other personal services appropriations (H.B.
07-1232: $8,000 for contract programming;
H.B. 07-1320: $204,000 for contractual
services and $64,389 for 1.0 FTE) 276,389 8,000 0 268,389 1.0
Eliminate one-time funding (H.B. 07-1232
and H.B. 07-1320) (212,000) (8,000) 0 (204,000) 0.0
Annualization of S.B. 07-228 14,471 14,471 0 0 0.3
Salary survey awarded in FY 07-08 181,160 144,922 2,681 33,557 0.0
80% of Performance-based pay awarded in
FY 07-08 60,324 47,655 824 11,845 0.0
Requested shift from personal servicesto
operating expenses (150,000) (150,000) 0 0 0.0
Base reduction (1.0% for lines with 20.0+
FTE) - not applied to cash funds portion,
which only supports 1.5 FTE; also applied
after the shift of $150,000 to operating
expenses (60,988) (47,437) 0 (13,551) 0.0
Fund mix adjustment - transfer 1.0 FTE
added through H.B. 07-1320 from State
Public School Fund to General Fund 0 64,389 0 (64,389) 0.0
DI #4: Content Specialists (11 months of
funding for 5.0 FTE) 383,625 383,625 0 0 4.6
BA #1: Data Program Management Office
(11 months of funding for 1.0 FTE) 147,299 147,299 0 0 0.9
Subtotal: Personal Services 6,666,046 5,291,544 97,359 1,277,143 87.8
Operating expenses and capital outlay
portion of FY 07-08 Long Bill appropriation 686,616 511,876 750 173,990
Other operating expenses appropriations
(H.B. 07-1320) 6,315 0 0 6,315
Eliminate one-time funding (H.B. 07-1320) (5,315) 0 0 (5,315)
Fund mix adjustment - transfer operating
expenses added through H.B. 07-1320 from
State Public School Fund to General Fund 0 1,000 0 (1,000)
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Summary of Recommendation: General Department and Program Administration
Cash
General Cash Funds
Description Total Funds Fund Funds Exempt FTE
Requested shift from personal servicesto
operating expenses 150,000 150,000 0 0
DI #4: Content Specialists 49,855 49,855 0 0
BA #1: Data Program Management Office 10,205 10,205 0 0
DI #9: Funding for school audit unit 13,702 13,702 0 0
Subtotal: Operating and Capital Outlay
Expenses 911,378 736,638 750 173,990 0.0
Transfersfrom thislineitem to:
State Board of Education [new line item] (264,283) (264,283) 0 0 (2.0
Information Technology Services [new line
item] (923,302) (923,302) 0 0 (113
Colorado Student Assessment Program (265,302) (265,302) 0 0 (2.3
Assistance to Public Schools, Public School
Finance, Administration [new line item] (1,145,439)  (1,145,439) 0 0 (13.0
Assistance to Public Schools, Categorical
Programs, Public School Transportation
(dollar amount is an estimate of the amount
that should be eliminated from this line; only
atransfer of FTE to the Transportation line
item is necessary) (197,357) 0 0 (197,357) (2.0
Assistance to Public Schools, Grant
Programs, Distributions, and Other
Assistance, Health and Nutrition, Federal
nutrition programs (79,936) (79,936) 0 0 (0.9
DI #4: Content Specialists (11 months of
funding for 5.0 FTE) (433,480) (433,480) 0 0 (4.6)
Library Programs (743,128) (743,128) 0 0 (11.8)
Subtotal: Transfersto Other Lineltems (4,052,227)  (3,854,870) 0 (197,357)  (47.9)
Recommended FY 08-09 appropriation 3,525,197 2,173,312 98,109 1,253,776 39.9

Requested Shift from Personal Services to Operating Expenses. Based on actual expenditures
related to thisline item, the Department's budget request reflects a shift of $150,000 General
Fund from the personal services portion of this request to operating expenses. Staff's
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recommendation isconsistent with therequest. According, staff hasapplied the 1.0 percent base
reduction after shifting funds from personal services to operating expenses.

Basereduction. Staff hasapplied a 1.0 percent basereduction, with two exceptions. First, staff
did not apply thisreduction to cash funds portion of the appropriation, which only supports 1.5 FTE.
Second, asindicated above, staff applied the base reduction after the shift of $150,000 to operating
expenses.

Fund mix adjustment. House Bill 07-1320 included an appropriation of $274,704 and 1.0 FTE for
FY 2007-08. The appropriation clause specified that the funding shall be from audit recoveries
credited to the State Public School Fund. The act included the following provision:

"In presenting its budget request to the joint budget committee of the general
assembly for the 2008-09 fiscal year, the commissioner shall ensure that the
department of education requests funding for the ongoing costs associated with the
data dictionary pursuant to section 22-2-305 and identifies appropriate funding
sources'. [see Section 22-2-112 (3) (a), C.R.S]]

The budget request reflects atotal of $65,389 cash funds exempt continuation funding in thisline
item for the position added by the bill. Staff assumes that requested amounts for centrally
appropriated line items also include cash funds exempt associated with this position. Staff's
recommendation reflects General Fund support for the position added through H.B. 07-1320;
staff reflects a commensurate increase in the appropriation from the State Public School Fund for
the State Share of Districts Total Program Funding. Staff isnot ableto calculate the additional fund
mix adjustments that are necessary to several centrally-appropriated line items associated with this
position (e.g., Health, life and dental, workers compensation, etc.). Staff requests permission to
work with Department staff to identify the additional fund source adjustments that are
necessary in centrally appropriated lineitemsto fund all of the costsassociated with thisFTE
from the General Fund, rather than the State Public School Fund. Staff has not assumed any
appropriations from the State Public School Fund for these centrally appropriated line items when
calculating the amount available for the State Share. Overall, staff'srecommendationsrelated to
H.B. 07-1320 do not result in more General Fund than requested; staff simply limits the
number of lineitems supported by the State Public School Fund.

Decision Item #4 - Content Specialists. The Department requests $451,915 General Fund and 4.6
FTE to hire five "content specialists' to provide leadership, guidance, and support for schools and
school districtsin specific content areasto positively impact student achievement. The Department
indicates that it has been able to find the resources to support literacy, but is in great need of
individuals specializing in five areas:

. mathematics
. science
. socid studies (history, geography, civics, and economics)
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. arts (visua arts and music)
. achievement gaps

The individuals hired must understand how content knowledge is represented by standards, how
standards are assessed, and the linkages between standards assessment and classroom practice and
student achievement. Further, these individuals will need to evidence an understanding of
assessment and data analysis and how these indices reflect the knowledge and skills of children.

The request for FY 2008-09 reflects only 11 months of funding due to the pay date shift. This
funding is thus expected to "annualize" in FY 2009-10 for atotal of $467,626 and 5.0 FTE. The
request includes the following components:

$343,750 Starting salaries for each content specialist ($75,000 for 11 months)?
39,875 PERA and Medicare (for 11 months)®
7,218 AED and SAED (for 11 months)*
20,105 One-time costs (laptop, software, and office equipment)
29,750 Ongoing operating (supplies, telephone, and travel)
11,500 Leased space
$452,198 Total

Consistent with budget request instructions, the request does not include funding for health, life, and
dental insuranceor for short-term disability; the Department would request funding for these benefits
beginningin FY 2009-10. The Department anticipates posting these positionsfor hirein May 2008,
interviewing and hiring in June so that all five positions would be filled by July 1, 2008.

Similar to the Department'srequest rel ated to ¢l osing the achievement gap, the Department indi cates
that this initiative is anticipated to ultimately increase the number of students who graduate from
high school. This, inturn, couldincrease students earnings(thereby benefitting the State'seconomy)
and reduce the number of crimes committed.

Staff recommends appropriating a total of $440,698 and 4.6 FTE for FY 2008-09. Staff's
recommendation reflects three adjustments to the request. First, consistent with Committee
policy, staff's recommendation does not include funding for additional leased space. If the
Department does not have adequate space in its current building, staff assumes that it will move
more federally-funded staff to commercial space to accommodate the requested state staff. Second,
staff'srecommendation correctsa coupleof computational errorsrelated tothepay date shift
which resulted in adlightly understated request. Third, staff recommends providing funding for

2 Request erroneously includes $343,500.
% Request erroneously includes $39,846.

4 Request erroneously includes $7,214.
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the requested staff through a separate line item so that it can be co-located with other
appropriations of state fundsdevoted to professional development and instructional support
activities.

This request is consistent with the new Commissioner's "Forward Thinking" Report goa of
"enhancing professional development involving best practices’. The Commissioner is seeking to
acquire and develop expertise in certain subject areas within the Department in order to provide
educators in the field with high quality technical assistance and support. The Department has
indicated that the individual who would be hired as an achievement gap specialist would both
oversee the Department's Closing the Achievement Gap initiative (DI #3) and provide technical
assistance for districts that are not part of that pilot project. This capacity-building approach is
consistent with policy research which emphasizes the importance of providing high quality,
evidence-based support to improve instructional practices in the classroom.

In addition to performance data related to achievement gaps, the Department lists graduation and
dropout data as rel evant performance measuresrelated to thisrequest. Specifically, the Department
hasagoal of annually increasing the graduation rate (the number of graduatesin afiscal year divided
by the membership base). In 2006, the graduation rate was 74.1 percent. The Department also has
a goa of annually decreasing the dropout rate (the annual number of dropouts in grades seven
through twelve® divided by the annual membership base). In 2006, the dropout rate was 4.5 percent.

Staff'srecommends appropriating atotal of $440,698 for FY 2008-09, including: $433,480 and
4.6 FTE in a new line item for personal services, PERA, Medicare, and operating and travel
expenses; $5,500 for PERA AED; and $1,718for PERA SAED. Continuation fundingfor FY 2009-
10 for the new line item would total $448,250 and 5.0 FTE.

Budget Amendment #1 - Data Program Management Office. The Department requests $161,853
Genera Fund and 1.0 FTE for a Data Program Management Office to implement key
recommendationsfromthe Datalnfrastructure Review completed asrequired by H.B. 07-1270. This
request was not included in the Department's November 1, 2007, budget submission because the
Department was not statutorily required to report the findings and recommendations of the North
Highland report until December 1, 2007.

®> "Membership base" is defined as the number of students entering ninth grade four years earlier, adjusted
for students who have transferred into or out of the district during the years covering grades nine through
twelve.

® A "dropout" isaperson who leaves school for any reason, except death, before completion of ahigh school
diploma or its equivalent, and who does not transfer to another public or private school or enroll in an
approved home study program. A student is not adropout if he/she completesa G.E.D., is committed to an
institution that maintainseducational programs, orissoill that he/sheisunabl eto participatein ahomebound
or special therapy program. A student who reachesthe age of 21 before receiving adiplomaor designation
of completion are counted as dropouts.
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The Department's request includes the following components:

$87,186 Starting salary for the Program Management Office Director (for 11 months)

10,113 PERA and Medicare (for 11 months)
2,049 AED and SAED (for 11 months)
4,255 One-time costs (laptop, software, and office equipment)
5,950 Ongoing operating (supplies, telephone, and travel)
2,300 L eased space

50,000 Contractual servicesfor training and support

$161,853 Tota

Consistent with budget request instructions, the request does not include funding for health, life, and
dental insuranceor for short-termdisability; the Department woul d request funding for these benefits
beginning in FY 2009-10. The Department anticipates posting this position for hirein May 2008,
interviewing and hiring in June so that the position would be filled by July 1, 2008.

The Department notesthefollowing recommendationsfrom the North Highland report’ that directly
relate to this request:

. “Currently, the data collection process is fragmented, contains redundancies across data
collections and does not involve the stakeholders...There is a need for a Data Program
Management Office (PMO) to oversee the entire data collection process from legislation to
implementation and collection execution. By having a PMO, the entire process would
become more streamlined internally and eliminate redundancies. The PMO could also
ensure stakeholder involvement by guiding a Data Committee that would involve the
stakeholdersin the data collection process. Thiswould result in abetter understanding and
acceptance of data collection elements, windows, and processes. The end result would be
cleaner data being entered into the system and better results.”

. The addition of aPMO will help the Department meet these key needs. The Department is
under constant and increasing pressureto add new collections, make comprehensive changes
to existing collections, and make major enhancementsto the datasystems. Itisvery difficult
if not impossible for the Department to accomplish these items with the current resource
constraints. Over the years more and more data collections have been added, but no
resources have been added to the Department for this purpose. A PMO would manage the
additions of new collections and generally manage the data collections process.

. No one person or organization at the Department has a system-wide view of all the data
collections or how they interact. Prioritization issues are determined by default by
information management staff as they have resource constraintsin regards to programming

"Thisreport isavailableonlineat (http://www.cde.state.co.us' Communi cations/downl oad/PDF/CDE-Data-
Infrastructure-Review.pdf).
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datacollection changes. A PMO positionwill havethe span of control to view all of thedata
and how they interact, plusfacilitate changeto the datalandscape when necessary. Thisarea
is probably the most significant role the PMO will play going forward. It isanticipated this
role will result is a better data collection process and stakeholders will experience better
service and support from the Department.

Staff recommends appropriating a total of $159,553 and 0.9 FTE for FY 2008-09. Staff's
recommendation reflects one adjustment to the request. Consistent with Committee policy,
staff'srecommendation doesnot includefundingfor additional leased space. If the Department
does not have adequate space in its current building, staff assumesthat it will move more federally-
funded staff to commercial space to accommodate the requested state staff.

This request is consistent with the stated objectives of H.B. 07-1270, including supporting data-
based decision making, andimproving theefficiency in the collection and reporting of education data
(both for the Department and for school districts). The North Highland report indicatesthat aPMO
should be created to oversee the entire data collection process from legislation to implementation
and collection execution. The PMO would implement standards across the organization regarding
requirements anaysis, communication, training, and support. The PMO could aso ensure
stakeholder involvement, resulting in higher quality data. In addition, the report suggests that the
PMO and Data Committee could work closer with the legislature to better answer their questions,
remove redundancies and help formulate legislation that meets the data request needs.

Staff'srecommendsappropriating atotal of $159,553 for FY 2008-09, including: $157,504 and
0.9 FTE in the General Department and Program Administration line item for personal services,
PERA, Medicare, contractual services, aswell as operating and travel expenses; $1,395 for PERA
AED; and $654 for PERA SAED. Continuation funding for FY 2009-10 for this line item would
total $162,095 and 1.0 FTE.

Decision Item #9 - Increase funding for travel for school audit team. The Department requests
an increase of $13,702 General Fund to cover a shortfal in funding for travel costs of the school
finance audit team. The 5.0 FTE audit unit ensures compliance with public school finance, the
federal School Lunch Program, public school transportation, and English Language Proficiency
programs. In addition, this unit audits hospitals and facilities that provide on-grounds schools.

In order to manage reductionsin administrative funding in FY 2002-03, the Department reduced the
number of school district auditorsfrom 5.0 FTE to 4.0 FTE. However, in FY 2006-07 the General
Assembly approved arequest to restore 1.0 FTE in the audit unit. Existing appropriations for this
unit are not sufficient to cover anticipated operating and travel expenditures. This unit incurred
travel expenditures totaling $27,852 in FY 2006-07 (an average of $6,897 per auditor) -- $8,955
above the amount appropriated. Based on the assumption that travel costs will increase at 3.2
percent per year, the Department projectsashortfall of $13,702in FY 2008-09. The Department has
covered the shortfall using vacancy savings, when possible. The increased travel costs are based,

04-Mar-08 36 Education-figset



in part, on the fact that the request related to restoration of the 1.0 FTE did not include any funding
associated with travel expenses.

Staff recommends approving the request. The Department indicates that absent the requested
funding increase, the audit unit will beforced to stop travel in approximately February of each year.
Thiswould likely lead to a decrease in audit units' abilitiesto ensure proper resource alocation in
school finance and/or an audit backlog.

Transfersof Funding and Staff. Asindicated at the beginning of thisnarrative, staff recommends
transferringcertain FTE and theassociated fundingfrom thisconsolidated lineitemtoseveral
other existingor new lineitems. Staff hasdetailed each of the recommended transfersin thetable
on page 31, and staff describes each of the recommended transfers below.

Sate Board of Education. Staff recommends including a separate lineitem in the FY
2008-09 Long Bill to reflect funding that directly supports the State Board of
Education. Based on information requested from and provided by Department staff, staff
recommends transferring a total of $264,283 and 2.0 FTE, including $140,283 for
personal services, $76,000 for operating expenses, and $48,000 for travel expenses. Staff's
recommendation isbased on increased interest by legislators and others, aswell asevidence
that State Board-rel ated expenditureshave not historically been closely tracked or monitored.
A separate line item should assist the State Board and their staff in managing this
appropriation, and make funding for State Board operations more transparent.

Information Technology Services. Staff recommendsincludingaseparatelineiteminthe
FY 2008-09 Long Bill, within the new "Information Technology" subsection, to
consolidate funding and staff related to information technology support functions.
Based on information requested from and provided by Department staff, staff recommends
transferring a total of $923,302 General Fund and 11.3 FTE, including $903,582 for
personal services and $19,720 for operating and travel expenses. In addition, staff
recommendsincludingan additional $512,586 cash fundsexempt/reappropriated funds
and 5.7 FTE in thisnew lineitem to reflect various sour ces of federal fundsthat are
used to support information technology services-related functions. This total anount
includes $494,338 for personal services and $18,248 for operating expenses. Staff's
recommendationisbased onincreasedinterest by legislatorsinthe Department'sinformation
technology systems and data management functions (demonstrated through the passage of
H.B. 07-1320 and H.B. 07-1270), the Data Infrastructure Review report prepared by North
Highland Company as required by H.B. 07-1270, and the Governor's recent initiative to
centralize management of state agency information technology resources.

Colorado Student Assessment Program (CSAP). Staff recommendstransferring $265,302
General Fund and 2.3 FTE responsible for administration of the CSAP to the CSAP
lineitem (in the new "Assessments and Data Analyses' subsection, below). This amount
includes $237,902 for personal services, $21,400 for operating expenses, and $6,000 for
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travel operating expenses. Given concernsexpressed by the Department associated with the
use of federal assessment-related funds, staff recommendsreflecting all CSAP-rel ated staff
and funding in asingle line item to facilitate the analysis of financing issues. In addition,
staff frequently receives inquiries about the costs of the CSAP, and this recommended
transfer will make the total CSAP budget more transparent.

. Assistance to Public Schools; Public School Finance; Administration. Staff recommends
transferringtoanew lineitem $1,145,439 General Fund and 13.0 FTE responsiblefor
administration of the School Finance Act and the Colorado Preschool and
Kindergarten Program, aswell asauditing school districtsto ensurecompliancewiththe
federal school lunch program, public school transportation, and English language proficiency
programs. This amount includes $1,060,459 for personal services, $38,031 for operating
expenses, and $46,949 for travel expenses (including $13,702 requested through DI #9).

Staff recommendsincluding a separate line item for this purpose for two reasons. First, the
General Assembly appropriated additional General Fundfor 3.0 FTEinthisunitin FY 2006-
07, including 2.0 FTE requested by the Department (1.0 FTE auditor and 1.0 FTE Principal
Consultant), and 1.0 FTE associated with the expansion of the Colorado Preschool and
Kindergarten Program (through H.B. 06-1375). Staff has learned that the Department has
subsequently refinanced the equivalent of 1.0 FTE using the "off-the-top" funding it is
authorized to spend to perform its duties related to the State Charter School Institute and its
charter schools. Whilethisunit'sworkload has certainly beenimpacted by the Institute, staff
assumes that the "off-the-top" funding was intended to cover additional costs and staffing
requirements, rather than to refinance existing staff. It is unclear to staff what the General
Fund that wasdisplaced iscurrently supporting. Staff thusrecommendsshiftingthefull 13.0
FTE legidatively authorized for this unit, along with 100 percent General Fund support, to
aseparate line item.

Second, moving these FTE closer to the sourcesof funding they areresponsiblefor managing
should make the Long Bill a more readable, transparent document.

. Assistance to Public Schools; Categorical Programs; Public School Transportation. Staff
recommends transferring 2.0 FTE responsible for administering public school
transportation programsto accompany the General Fund appropriation that supports
the FTE. Staff also recommends eliminating the duplicative cash funds exempt
appropriation in this line item associated with these staff. Please note that staff has
estimated the amount to be eliminated ($197,357). Staff requestsauthorization to work
with Department staff and to adjust this amount, as well as various centrally
appropriated lineitems, if necessary.

. Assistanceto Public Schools; Grant Programs, Distributions, and Other Assistance; Health

and Nutrition; Federal nutrition programs. Staff recommends transferring $79,936
General Fund and 0.9 FTE responsible for administration of federal nutrition
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programs to a new line item. This amount includes $78,736 for personal services and
$1,200for operating expenses. Staff recommendsincluding thisstate funding and FTE with
the $96 million in federal funds available from the U.S. Department of Agriculture for a
variety of nutrition-related programs (as well asthe 7.1 FTE federally-funded staff). Staff
has learned that this amount of state funding is required to comply with a federd
maintenance of effort requirement associated with these federal funds. Staff recommends
including this new line item in a subsection with other state funding that relates to these
federal nutrition programs.

. Library Programs, Administration. Staff recommends transferring $743,128 General
Fund and 11.8 FTE responsible for administration of library programsto a new line
item. Thisamount includes$722,622 for personal services, $18,656 for operating expenses,
and $1,850 for travel expenses. Staff understands that this amount of state funding, along
with other state funds, is required to comply with a federal maintenance of effort and
matching requirementsassociated with federa library funding. Staff recommendsincluding
thisnew line item in a section with other state and federal funding for library programs.

Office of Professional Services. This office is responsible for administration of the Colorado
Educator Licensure Act. This Office is funded entirely through fees paid by educators seeking
licenses, endorsements, and authorizations. Pursuant to Section 22-60.5-112, C.R.S,, the StateBoard
of Education is to annually adjust fees charged for licensing purposes, if necessary, so that the
revenue generated approximatesthedirect and indirect costs of administering the Col orado Educator
Licensing Act. Fee revenues are deposited into the Educator Licensure Cash Fund.

The Department requests atotal of $1,632,935 and 20.0 FTE for FY 2008-09, including $1,578,234
and 19.0 FTE in continuation funding and $54,701 and 1.0 FTE in new funding. The latter amount
isrequested through abudget amendment. Staff'soverall recommendation for thislineitem (with
the exception of the indirect cost assessment), detailed in the following table, is calculated in
accor dance with Committee policy. A discussion of each component is included following the
table.

Summary of Recommendation: Office of Professional Services
Description Cash Funds FTE
Personal services portion of FY 07-08 Long Bill appropriation $1,086,485 19.0
Other personal services appropriations (H.B. 08-1283) 23,040 0.0
Eliminate one-time funding (H.B. 08-1283) (23,040) 0.0
Salary survey awarded in FY 07-08 36,726
80% of Performance-based pay awarded in FY 07-08 12,278
Base reduction (1.0% for lines with 20.0+ FTE) 0
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Summary of Recommendation: Office of Professional Services
Description Cash Funds FTE
BA: Licensure Background Check Backlog 0 0.0
Subtotal: Personal Services 1,135,489 19.0
Operating expenses and capital outlay portion of FY 07-08 Long Bill appropriation 287,836
BA: Licensure Background Check Backlog 0
Subtotal: Operating and Capital Outlay Expenses 287,836
Indirect Cost Assessment portion of FY 07-08 Long Bill appropriation 154,909
Adjustment for FY 08-09 Pending
Subtotal: Indirect Cost Assessment Pending
Recommended FY 2008-09 Appropriation 1,578,234 19.0

Personal Services: Thislineitem providesfunding for employees salariesand wages, aswell asthe
associ ated state contribution to the Public Employees Retirement A ssociation and the state share of
federal Medicaretaxes. Thislineitem alsoincludes $11,460 for contract servicesto conduct annual
survey of superintendents (pursuant to H.B. 06-1001).

FY 2006-07 FY 2007-08 FY 2008-09 FY 2008-09

Staffing Summary Actual Approp. Request Recomm.
Director / Supervisors 2.7 3.0 3.0 3.0
Consultants/ General Professionals/
Program Assistants 13.0 13.0 13.0 13.0
Licensure Backlog (BA) 10 0.0
Administrative Support 2.5 3.0 3.0 3.0
TOTAL 18.2 19.0 20.0 19.0

Budget Amendment - Criminal Background Check Backlog. The Department submitted both a
FY 2007-08 supplemental request and a budget amendment for FY 2008-09 concerning acriminal
background check backlog. For FY 2008-09, the Department requests $55,654 and 1.0 FTE to
process criminal background check information. The Department indicates that approval of this
request would not increaselicensurefees. The Department'srequest for additional funding and staff
for FY 2007-08, FY 2008-09, and subsequent fiscal yearsis detailed in the following table.
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FY 2007-08 FY 2008-09
Supplemental Budget FY 2009-10
Request Amendment  Projection
Personal Services:
Salary for Program Assistant 11 (4 monthsin FY 2007-08;
does not reflect salary increases in future fiscal years) $15,000 $45,000 $45,000
PERA (10.15%) 1,523 4,568 4,568
Medicare (1.45%) 218 653 653
Prior Year SAED 0 75 263
SAED 75 263 225
AED 195 720 720
Operating Expenses:
Supplies 0 500 500
Computer 0 900 0
Office Suite Software 0 330 0
Office Equipment 0 2,225 0
Telephone 0 450 0
Temporary Services (the equivalent of 1.0 FTE for four
months, working 160 hours/month at a cost of $18/hour) 11,520 0 0
Total - Educator Licensure Cash Fund 28,531 55,684 51,929
FTE 0.3 1.0 1.0

The Department indicates that the new staff position would be responsible for the following:

. receiving CBI and FBI criminal background history results and entering theinformation into
the licensing database;

. communicating with courts, law enforcement agencies, and district attorneys to obtain
criminal history records;

. storing background information for individual s for whom alicensing application has not yet
been received;

. storing license applications for individuals for whom verification of submission of
fingerprints has not yet been received; and

. cross-referencing CBI e-mails concerning rejected fingerprint cards, logging in correct

documentationidentification numbers, and returning rejected fingerprint cardsto applicants.
The Department indi catesthat thereisan ongoing need for additional support related to background

checks, and it would prefer afull-time position rather than temporary services dueto issuesrelated
to training, turnover, and confidentiality.
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Staff's write-up related to the supplemental request (dated January 23, 2008), provides agreat deal
of background information and it more fully describes both the Department's request. Consistent
with staff's January 23, 2008, recommendation (which the Committee approved), staff does
not recommend approvingthe Department'sFY 2008-09 request. Staff's recommendation aso
eliminates the one-time funding provided for FY 2007-08 in response to the supplemental request.

First, the Department'srate of processing background check resultshasimprovedinthelast year and
it is not clear that additional staff will be needed once the backlog is minimized or eliminated.
Second, it appears that the Department may be able to work with the CBI to make a couple of
additional improvementsthat would assist the Licensure Unit and potentially reduce licensuretime
frames. Third, the Department may be able to make programming changes similar to those made
by other state agenciesin order to upload the background check informationinto itslicensure system
electronically. Findly, it isnot clear to staff that the Licensure Unit has considered other internal
changes that could alleviate the backlog, such as cross-training staff and/or re-distributing duties
among existing staff.

Operating and Capital Outlay Expenses: Thislineitem providesfundingfor suppliesand materials,
as well as for certain services that are not covered by other line items such as utilities, custodial
services, equipment rental, storage, dues and subscriptions, and printing. This line item aso
provides funding for the purchase or replacement of equipment, furniture, and other itemsthat cost
less than $50,000, as well as for building repair and remodeling costing less than $15,000. With
respect to operating and capital outlay expenses, the Department requests $287,836 in continuation
level funding for FY 2008-09. The Department isalso requesting an additional $54,701 for thisline
item through a Budget Amendment. Staff recommends a continuation level of funding
($287,836) for operating expenses.

Indirect Costs: This line item aso includes an indirect cost assessment for both statewide and
departmental indirect costs. The Department's request is essentially a placeholder. Staff will
calculate this amount once the rates for legal services are determined and approved by the
Committee. Staff will adjust the$154,909 accor dingly, and includetheamount requir ed based
on the appropriateindirect cost rate.

Division of On-lineL earning[New lineitem]. SenateBill 07-215 changed theoversight, structure,
and funding of public school on-line education. This act required the State Board of Education to
establish quality standards for on-line programs, and it created the Division of On-lineLearningin
the Department to support on-line programs, certify multi-district programs, and document and track
complaintsabout on-line programs. Theact al so created anine-member On-line Learning Advisory
Board to report to the State Board on the operations of on-line programs and to provide policy
recommendations. The act created the On-line Education Cash Fund, and it transferred to this cash
fund $830,000 of audit recoveries credited to the State Public School Fund. The act requires the
General Assembly to annually appropriate moneysfrom thisfund to support the Division of On-line
Learning. The act appropriated $418,861 from this fund and 3.5 FTE to the Department for FY
2007-08. Thus, the bill essentially provided for two years of funding for the new division, but it did
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not provide an ongoing source of revenue to support the required activities after FY 2008-09. Next
Fall, staff will bring thismatter to the Committee' sattention again so that the Committee can
consider how to fund these activities beginning in FY 2009-10 and whether legislation is
necessary.

The Department requests a continuation level of funding for the Division, consistent with the
Legislative Council Staff Fiscal Note for the act. Staff recommends approving the request for
$376,817 and 3.5 FTE for FY 2008-09. This recommendation is calculated in accordance with
Committee policy.

Summary of Recommendation: Division of On-line L earning
On-line
Education
Description Cash Fund FTE
Personal services appropriation (S.B. 07-215) $339,297 35
Salary survey awarded in FY 07-08 0
80% of Performance-based pay awarded in FY 07-08 0
Base reduction (1.0% for lines with 20.0+ FTE) 0
Subtotal: Personal Services 339,297 35
Operating and travel expenses portion of FY 07-08 appropriation 49,067
Eliminate one-time funding (S.B. 07-215) (11,547)
Subtotal: Operating and Capital Outlay Expenses 37,520
Recommended FY 2008-09 Appropriation 376,817 35

If the Department spends the full amounts appropriated from the On-line Education Cash Fund for
FY 2007-08, at least $411,139 should remain in the Fund and be available for FY 2008-09. If the
Committee approves staff's recommendation for thisline item, $34,322 would remain available to
cover legal services costs aswell as all the associated centrally-appropriated lineitems. Staff will
need to work with Department staff, once the legal services rate is established by the
Committeeand all centrally appropriated lineitemsarefinalized, to verify that the Fund will
have sufficient fundsto cover all FY 2008-09 appropriations. Staff will prepare a technical
comeback if it appearslikely that the balance will fall short of approved appropriations.

Health, Life, and Dental. Thislineitem provides funding for the employer's share of the cost of
group benefit plans providing health, life, and dental insurance for state employees. The
Department, through a budget amendment submitted in January 2008, is requesting $2,493,799
(including $1,346,641 Genera Fund) for FY 2008-09. Staff recommendsapprovingtherequest,
consistent with Committee policy.
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Short-term Disability. Thislineitem providesfunding for the employer's share of state employees
short-term disability insurance premiums. The Department requests $38,953 for this purposefor FY
2008-09. Staff recommends approving the request, which is consistent with the Committee
policy of applyingarateof 0.13 percent to base salaries (including salary increasesfor FY 2008-
09 as well as shift differential payments). Please note, however, that staff utilized the base salary
information included in the Department's January 2008 submittal, rather than information included
in the Department's November 1, 2007 budget request. First, the budget request does not aways
include asufficient level of detail concerning base salaries for federally funded positions. Second,
giventhenumber of staffing changesthat have been made by the new Education Commissioner, staff
believesit is appropriate to use more recent base salary information for purposes of calculating this
lineitem.

S.B. 04-257 Amortization Equalization Disbursement. Pursuant to S.B. 04-257, thisline item
provides additional funding to increase the state contribution for Public Employees Retirement
Association (PERA). The Department requests a total of $487,037 (including $238,677 General
Fund). Pursuant to Committee policy [1.4 percent of base salariesfor CY 2008 and 1.8 percent
of base salariesfor CY 2009 (including salary increasesfor FY 2008-09 aswell as shift differential
payments)], staff recommendsan appropriation of $474,597 (including $226,957 General Fund.)

Inaddition, staff'srecommendation includes$5,500 General Fund associated withthe4.6 FTE
recommended in response to DI #3, and $1,395 General Fund associated with the 0.9 FTE
recommended in response to the" PMO" budget amendment.

S.B. 06-235 Supplemental Amortization Equalization Disbursement. Pursuant to S.B. 06-235,
thislineitem provides additional funding to increase the state contribution for Public Employees
Retirement Association (PERA). The Department requests atotal of $156,064 (including $76,614
Genera Fund). Pursuant to Committee policy [0.5 percent of base sdlariesfor CY 2008, and 1.0
percent of base salaries for CY 2009 (including salary increases for FY 2008-09 as well as shift
differential payments)], staff recommends an appropriation of $218,694 (including $102,613
Genera Fund.)

Inaddition, staff'srecommendation includes$1,718 General Fund associated withthe4.6 FTE
recommended in response to DI #3, and $654 General Fund associated with the 0.9 FTE
recommended in response to the" PMO" budget amendment.

Salary Survey and Senior Executive Service. The Department usesthislineitemto pay for annual
increasesfor salary survey and senior executive servicepositions. The Department, through abudget
amendment submitted in January 2008, isrequesting $1,123,011 (including $557,504 General Fund)
for thislineitem for FY 2008-09. Thisamount includes the associated contributions to PERA and
Medicare. Consistent with Committeepolicy, staff recommendsappropriating $1,044,492 for
thislineitem for FY 2008-09, as detailed in the following table.
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Calculation of Salary Survey and Senior Executive Service Recommendation
Cash
General Cash Funds Federal
Description Fund Funds Exempt Funds Total

Department Request $557,503 | $37,953  $110,533 @ $417,021 | $1,123,010
Plus: 0.25 percent SAED deducted by Dept. 34,408 2,304 6,950 27,640 71,302
Subtotal 591,911 40,257 117,483 444,661 1,194,312
Less: 0.5 percent SAED as calculated by staff (72,433)  (4,844)  (14596)  (57,947)  (149,820)
Total 519,478 35,413 102,887 386,714 1,044,492
Department of Education:
Classified employees 54,032 23,120 36,398 84,018 197,568
At-will employees 116,452 12,293 52,552 302,696 483,993
Subtotal 170,484 35,413 88,950 386,714 681,561
Colorado School for the Deaf and the Blind:
Classified employees 153,007 0 6,110 0 159,117
At-will employees 41,826 0 1,670 0 43,496
Teachers (using local school district pay
scale) 154,161 0 6,157 0 160,318
Subtotal 348,994 0 13,937 0 362,931

Please note that pursuant to Section 22-80-106.5, C.R.S., theamount listed abovefor teachersat the
School for the Deaf and the Blind is based on compensating teachers in accordance with the salary
schedule that is adopted annually by the board of education for the school district in which the
School islocated (D-11). For FY 2007-08, this amounts to an average increase of 4.12 percent.

Perfor mance-Based Pay Awards. Thislineitem fundsawardsrelating to employee performance.
The Department, through a budget amendment submitted in January 2008, is requesting a total of
$403,242 (including $164,763 General Fund) for performance-based pay awards for FY 2008-009.
Staff recommends approving therequest, which is consistent with Committee policy.

Summary of Performance-based Pay Recommendation

General Cash Cash Funds | Federal
Description Fund Funds Exempt Funds Total
Department of Education $70,209 | $14,928 $44,980 | $178,571 | $308,688
Colorado School for the Deaf and the Blind 94,554 0 0 0 94,554
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Summary of Performance-based Pay Recommendation

General Cash Cash Funds | Federal
Description Fund Funds Exempt Funds Total
Total 164,763 14,928 44,980 178,571 403,242

Workers Compensation. This line item is used to pay the Department's estimated share for
inclusion in the state's workers compensation program for state employees. This program is
administered by the Department of Personnel and Administration. The Department, through a
budget amendment submitted in January 2008, isrequesting atotal of $253,515 (including $123,937
Genera Fund). Staff'srecommendation for workers compensation is pending a Committee
common policy for workers compensation. Staff will ultimately reflect Committee policy inthe
appropriation for thislineitem.

L egal Services. Thislineitem providesfunding for the Department to purchase legal servicesfrom
the Department of Law. Prior to FY 2007-08, funding for the purchase of legal services was
provided as part of a larger, consolidated line item ("Genera Department and Program
Administration™). The FY 2007-08 Long Bill includes a separate line item for this purpose,
consisting of three funding sources:

. $30,497 cash funds exempt (from the On-line Education Cash Fund) to cover 450 hours of
services provided to the Division of On-line Learning pursuant to S.B. 07-215;

. $129,654 cash funds (from the Educator Licensure Cash Fund) to cover 1,800 hours of
services provided to the Office of Professional Services; and

. $137,505 General Fundfor all other legal servicesrequired by the State Board or Department
staff (1,909 hours).

In addition, the State Charter School Institute utilizes a portion of its annual cash funds exempt
administrative appropriation to purchase legal services.

Decision Item #8 - Increase Funding for Legal Services. The Department requests anincreasein
fundingto purchasean additional 1,354 hoursof legal services(comparedtotheoriginal FY 2007-08
Long Bill appropriation). The following table details the Department's legal services expenditures
for the last three fiscal years.

Actual Expendituresto Purchase Legal Services: FY 2004-05 through FY 2006-07

Description (Fund source) FY 2004-05 FY 2005-06 FY 2006-07
Charter school appeals (GF) $29,074 $84,010 $94,833
Administration (GF) 54,106 26,376 60,553
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Actual Expendituresto Purchase Legal Services: FY 2004-05 through FY 2006-07
Description (Fund source) FY 2004-05 FY 2005-06 FY 2006-07

School finance (GF) 4,493 58,389 22,636
Specia Education - children with disabilities (GF) 8,477 4,655 9,370
Colorado School for the Deaf and the Blind (GF) 11,134 4771 4,860
Educational services (GF) 0 0 1,994
Miscellaneous (GF) 953 645 0
Teacher licensure (CF) 59,384 104,079 97,246
Subtotal: Legal Serviceslineitem 167,621 282,925 291,492
State Charter School Ingtitute (CFE - paid by SCSI) 24,452 23,972 36,970
Total Expenditures 192,073 306,897 328,462
Hours 3,147.3 4,792.2 4,826.9
Genera Fund 108,237 178,846 194,246
Cash Funds (Educator Licensure Cash Fund) 59,384 104,079 97,246
Cash Funds Exempt (SCSl) 24,452 23,972 36,970

The Department indicates that recent increases in legal expenditures primarily relate to charter
schoolsand the State Charter School Institute. First, charter school appeal shave doubled since 2003
and tripled since 2002. Written briefs are submitted by both partiesin any given appeal along with
athorough record on appeal. The Attorney General's Office reviews each completerecord and brief
and offers alegal overview and summary for the State Board of Education. A representative from
the Attorney General’s Office attends the hearing for the appeal and provides legal clarification
where needed. The Department indicates that charter appeal's are becoming more complicated in
nature, and the State Board is more likely to receive second appeal s than before.

Second, the Department indicates that legal costs have increased substantially since the General
Assembly established the State Charter School Institute in 2004 (H.B. 04-1362). The Attorney
General'sOfficehasreviewed several districts applicationsto retain exclusiveauthority to authorize
charter schools. Also, thelaw alowsfor any party to challenge adistrict's chartering authority, and
thosechallengescomebeforethe State Board. Therepresentativefromthe Attorney Genera'sOffice
isinvolved in reviewing these documents and in providing legal clarification for the State Board.
The Department antici patesthat appeal sand challengesrel ated to exclusive chartering authority will
continue to rise and occur year-round.

Saff Recommendation. Staff'swrite-up relatedto the supplemental request (dated January 23, 2008),
provides agreat deal of background information and it more fully describes both the Department's
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request. With respect to the General Fund portion of the Department'slegal services appropriation,
the appropriation did not significantly exceed or fall short of expenses until FY 2005-06. In FY
2006-07, expenditures exceeded the appropriation by nearly $65,000 (50 percent).

Recent History: General Fund Appropriationsfor Legal Servicesand Expenditures
Appropriations Actual Expenditures Excess/(Shortfall)

Dollars Hours Dollars Hours | % Change | Dollars | Hours

FY 2003-04 $116,048 1,909 $120,871 1,988 (%$4,823) (79)

FY 2004-05 117,537 1,909 108,237 1,758 -11.6% 9,300 151

FY 2005-06 123,035 1,909 178,846 2,775 57.9% (55,811) (866)

FY 2006-07 129,373 1,909 194,248 2,866 3.3% (64,875) (957)

FY 2007-08 137,505 1,909 n/a n/a n/a n/a n/a

FY 2007-08 with

Supp. Request 213,683 2,966 n‘a na n‘a n‘a n‘a

FY 2008-09

Request 235,040 3,263 n‘a n/a n‘a n‘a

Thethree primary areas for which the Department expends General Fund to purchase legal services
include charter school appeals, administration, and school finance. While expendituresfor thelatter
two areas have fluctuated up and down in the last three years, expendituresrelated to charter school
appealsincreased steadily and rapidly. Specifically, these expendituresincreased by $54,936in FY
2005-06 and by another $10,823in FY 2006-07 -- amore than three-fold increase from FY 2004-05
to FY 2006-07. These amounts cover expenditures related to both charter school appeals and
exclusive chartering authority.

The large increase in legal costs associated with charter schools occurred in FY 2005-06 (a 189
percent increase). A portion of these costs relate to charter school appeals, and a portion relate to
exclusive chartering authority. As of July 2007, al but 11 school districts have been granted
exclusive chartering authority by the State Board. It is staff's understanding that these 11 districts
may apply again for exclusive chartering authority. Inaddition, statute allows"aparty" to challenge
adistrict'sexclusive chartering authority, and it appears that such achallenge can occur at any time.
Thus, it is certainly possible that the State Board will continue to incur legal services expenses
related to exclusive chartering authority.

To date, the Department has been using General Fund appropriations to purchase these lega
services. Pursuant to Section 22-30.5-513 (4), C.R.S,, the Department is authorized to retain up to
two percent of the amount withheld from per pupil funding for Institute charter schools "as
reimbursement for the reasonabl e and necessary coststo the department to implement the provisions
of [Part 5 of Article 30.5 of Title 22, C.R.S]]". The State Board's duties related to exclusive
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charteringauthority areincludedin Part 5. Thus, staff believesthat the Department could and should
be using a portion of the two percent that it is authorized to withhold to cover the legal services
associated with exclusive chartering authority.

With respect to charter school appeals, the number of charter school appeals increased sharply in
2005, rising from threein 2004, to 111n 2005, to 14 in 2006. The number of second appealshasaso
increased, rising from one in 2003, to two in 2005, to four in 2006.

The Department's FY 2007-08 supplemental request was based on the assumption that the
Department will need to purchase 100 more hours of legal servicesin FY 2007-08 (an increase of
1,057.6 hours compared to the FY 2007-08 Long Bill appropriation). For FY 2008-09, the
Department has requested a further increase of 296.4 hours. Consistent with staff's
recommendation in January 2008, staff recommends requiring the Department to utilize a
portion of itsappropriation for " Department | mplementation of Section 22-30.5-501 et seq.,
C.R.S." tocover about half of theincreasein hours. Staff thusrecommendsan appropriation
for thislineitem sufficient for the Department to purchase a total of 4,640 hours, including
1,800 for the Office of Professional Services (a continuation level), 450 hoursfor the Division
of On-line Learning (a continuation level), and 2,390 hours for other purposes. This
recommendation assumes no increase in the number of hours purchased in FY 2007-08 or in FY
2008-09, and it assumes that about 476 hours will be purchased from the appropriation for
"Department Implementation of Section 22-30.5-501 et seg., C.R.S." to cover the other half.

At staff's request, Department staff recently reviewed recent legal services billings and determined
that only $1,982 wasincurred in FY 2006-07 related to exclusive chartering authority (the equivalent
of about 29 hours). However, this amount does not include costs associated with district appeals
associated with exclusive chartering authority. Staff believesthat the Department should pay for all
legal servicesexpendituresrelated to the Institute or exclusive chartering authority usingits” off-the-
top" appropriation. Absent information to determine the total number of hours of services related
to exclusive chartering authority, staff continuesto assumethat splitting the recommended increase
in the number of hours in half is a reasonable approximation. The dollar amount of staff's
recommendation is pending the determination of the hourly ratefor legal services.

Administrative Law Judge Services. This line item provides funding for the Department to
purchase services from the Department of Personnel and Administration, Administrative Hearings
Division. The FY 2007-08 appropriation for thisline item, as recently adjusted, totals $44,357 for
the purchase of administrative law judge services. This amount includes $9,314 for services
provided tothe Office of Professional Servicesand $35,043 provided for the Special Education unit.
TheDepartment requests $45,989 for the purchase of administrativelaw judgeservicesfor FY 2008-
09. Staff'srecommendation for thislineitem ispending Committee policy for these services.
Staff will ultimately reflect Committee policy in the appropriation for this line item.

Payment to Risk Management and Property Funds. This line item provides funding for the
Department'sshare of the statewide costsfor two programs operated by the Department of Personnel
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and Administration: (1) the liability program, and (2) the property program. The state's liability
programisusedto pay liability claimsand expensesbrought against the State. Theproperty program
providesinsurance coveragefor state buildingsand their contents. The Department, through abudget
amendment submitted in January 2008, requests a total of $149,476 (including $130,650 General
Fund) for this purpose for FY 2008-09. The staff recommendation for thislineitem ispending
a common policy approved by the Committee for thisline item. Staff will ultimately reflect
Committee policy in the appropriation for thisline item.

Capitol Complex L eased Space. Thislineitem isused to pay the Department of Personnel and
Administration for the costs of maintaining state buildingsthat are part of the capitol complex. The
Department, through a budget amendment submitted in January 2008, requests atotal of $556,414
(including $167,812 General Fund). Staff recommendsprovidingfunding sufficient to cover the
leased space costsfor office space at the building located at 201 E. Colfax Avenuein Denver
(44,433 squarefeet). Staff'sdollar recommendation ispending a determination of leaser ates.
Staff will ultimately reflect Committee policy in the appropriation for this line item.

Communication Services Payments. Staff has recommended including thislineitem here, along
with most other centrally-appropriated lineitems. For further details, seethe narrativefor the School
for the Deaf and the Blind section of the Long Bill, below.

Reprinting and Distributing L aws Concer ning Education. Pursuant to Section 22-2-112 (1) (i),
C.R.S,, the Department is required to "cause to be reprinted annually laws enacted by the general
assembly concerning education...and to furnish copiesthereof tointerested persons.” All publishing
costs areto be paid out of the State Public School Fund. The Department's practice for anumber of
years has been to reflect this as an expenditure of rental income earned on state education trust lands
that is credited to the State Public School Fund. The Department requests a continuation level of
funding ($35,480). Staff recommends approving the request.

EmeritusRetirement. Thislineitem provides supplemental retirement paymentsto eligible K-12
and higher education teachers, as required pursuant to Section 22-64-119, C.R.S. The Department
requests $17,330 General Fund for FY 2008-09. Based on current monthly payments for four
individuals totaling $1,027.04, and the statutory requirement to increase these payments by the
average salary survey percentage increase (3.8 percent for FY 2008-09), staff recommends
appropriating $12,793 General Fund to cover 12 months of emeritusretirement payments.
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(B) Information Technology [New subsection heading]

Information Technology Services [New line item]. As recommended in the narrative for the
General Department and Program Administration line item, above, staff recommends including
a separate lineitem in the FY 2008-09 L ong Bill to consolidate funding and staff associated
with infor mation technology ser vices. Thisamount includes$923,302 General Fundand 11.3FTE
transferred from the General Department and Program Administration lineitem (including $903,582
for personal servicesand $19,550 for operating expenses), and $512,586 cash fundsexempt and 5.7
FTE to reflect various sources of federal funds that are used to support information technology
services-related functions (including $494,338 for personal services and $18,249 for operating
expenses).

School Accountability Reports and State Data Reporting System. Senate Bill 00-186 required
the Department of Education to establish a state data reporting system, including computer
capabilities and procedures, to produce school report cards (later renamed school accountability
reports). The act established the format of the school accountability reports and specified how the
school academic performance and school improvement grades and the designations of school
improvement would be calculated. The Department is required to annualy deliver school
accountability reports to each school by January 15 of each year, providing a sufficient number of
copiesfor each student enrolled inthe school and each teacher inthe school. The Departmentisalso
to establish and maintain aweb site that provides access to each school's accountability report (plus
reports for the previous three years).

The FY 2008-09 appropriation will cover the costs of preparing, printing, and distributing SARsIn
January 2009. The following table provides an estimated break-down of expenditures.

Summary of Recommendation: School Accountability Reportsand State Data Reporting System
General FTE

Description Fund

Personal services portion of FY 07-08 Long Bill appropriation $247,859 3.0

Salary survey awarded in FY 07-08 7,866

80% of Performance-based pay awarded in FY 07-08 2,416

Base reduction (1.0% for lines with 20.0+ FTE) 0

Subtotal: Continuation personal servicesfor FY 08-09 258,141 3.0

Contractual Services:

Information technology / programming services related to formatting

the cards and building/maintaining the data warehouse 300,000

Subtotal 300,000
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Summary of Recommendation: School Accountability Reportsand State Data Reporting System
General FTE
Description Fund

Operating Expenses:

Printing and reproduction services 290,000

Information technology software and equipment purchases 181,594

Software maintenance and technical support contracts 250,000

Supplies/ postage 19,500
Communications/ telephone / fax 5,000

Registrations 11,000

Travel 3,500

Subtotal 760,594
Recommended FY 08-09 appropriation 1,318,735 3.0

Staff recommends approving the request, which is calculated in accordance with Committee
policy.

Pur chase of Servicesfrom Computer Center. Thisitem provides funding for the Department's
share of statewide computer services provided by the Department of Personnel and Administration,
Division of Information Technology. The Department, through a budget amendment submitted in
January 2008, requests $42,435 General Fund for this purpose for FY 2008-09. Staff’s
recommendation for the pur chase of servicesfrom thecomputer center ispending Committee
policy. Staff will ultimately reflect Committee policy in the appropriation for this line item.

Multi-useNetwor k Payments. Thislineitemisusedto pay the Department's share of the statewide
multi-use network. The Department, through a budget amendment submitted in January 2008,
requests $35,640 General Fund for multi-use network paymentsfor FY 2008-09. The Committee
policy ispendingfor thisdecision item, so staff'srecommendation for thispurposeispending.
Staff will ultimately reflect Committee policy in the appropriation for this line item.

Infor mation Technology Asset M aintenance. Thislineitem providesfunding for the Department
to implement an asset management plan to achieve and maintain a standard information technology
environment. The Department requests acontinuation level of funding for thislineitem ($90,697).
Staff recommends approving the request for $90,697 for FY 2008-09, which is equal to the
Department's actual expenditures in FY 2001-02. This level of appropriation should provide
sufficient funding for the Department to continue to pay for critical hardware and software
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maintenance contracts, as well as a relatively small amount of funding to cover necessary
replacementsof equipment at risk of failing (e.g., servers, switches, printers, or personal computers).

Disaster Recovery. Thislineitem provides funding for the equipment, disks, and tapes necessary
to implement a disaster recovery plan. In FY 2001-02 and FY 2002-03, funding for thisline item
wasreduced by $7,464 (27.5 percent). Fundingiscurrently used for: equipment and supplies; offsite
taperotation; and server lease payments. The Department'srequest for thislineitemfor FY 2008-09
represents a continuation level. Staff recommends approving therequest for $19,722.

(C) Assessments and Data Analyses [New subsection heading]

Colorado Student Assessment Program (CSAP).

Background Information. Pursuant to H.B. 93-1313 and subsequent legislation, the Department
developed educational model content standards in twelve subject areas and, each year since 1997,
has administered student assessmentsin several subject areasand grades. The costs associated with
administering the assessments includeinitial and ongoing devel opment of the exams, printing and
mailing of the exams, teacher training related to exam administration, scoring of the exam, and
reporting exam scores. Thetotal cost of assessments thus directly relates to the number of subject
areasand grade level sassessed each year. Inthe current school year, the Department will administer
all 23 assessments currently required by statute, aswell asthe ACT.

Please note that the federal No Child Left Behind Act, passed by Congress in December 2001,
required Colorado to implement four new assessments: mathematicsassessmentsfor third grade and
fourth grade students; a science assessment for third, fourth or fifth grade students (Colorado chose
fifth grade); and a science assessment for tenth, eleventh, or twelfth grade students (Col orado chose
tenth grade). Pursuant to H.B. 03-1306 [Section 22-7-409 (1) (g), C.R.S.], the Department was
required to develop and administer these four new assessments if the State received sufficient
moneys from the federal government through the No Child Left Behind Act. The following table
provides asummary of the assessments administered pursuant to state law, and those now required
by federal law.

Colorado Student Existing Assessments Not
Grade Assessment Program* Federal Requirements Required by Federal Law
reading reading
3 writing writing
math math
reading reading
4 writing writing
math math
reading reading
5 writing writing
math math
science science (in grades 3, 4, or 5)
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Colorado Student Existing Assessments Not
Grade Assessment Program* Federal Requirements Required by Federal Law
reading reading
6 writing writing
math math
reading reading
7 writing writing
math math
reading reading
8 writing writing
math math
science science (in grades 6, 7, 8, or 9)
reading reading
9 writing writing
math math
reading reading
10 writing writing
math math
science science (in grades 10, 11, or 12)
11 ACT ACT

*The Department also administers "CSAP-A" assessments for children with disabilities who are unable to participate
inthe CSAP, even with accommodations. CSAP-A are administered in the same grade/subject levelsasthe CSAP with
the exception of the fifth grade science assessment andthe ACT. A CSAP-A isalso administered to 11th grade students
in reading, writing, math, and science. The Department utilizesfederal special education funding (IDEA Part B) to pay
for the development and administration of CSAP-A assessments (an estimated $1,941,129 for FY 2007-08, including
$154,229 to implement the Colorado Parent Network).

Department Request. The Department requests a total of $22,274,148 (including $15,709,849
Genera Fund) and 6.0 FTE for thislineitem for FY 2008-09. Thisrequest includes an increase of
$19,007 compared to FY 2007-08; thisincrease is solely related to salary increases awarded in FY
2007-08.

Saff Recommendation. The mgjority of funding in thisline item supports three contracts; two of
these contractswerere-bid and renewed in 2006. Last year, the Department's budget request for FY
2007-08 did not reflect any contract-related changes. Based on information obtained from
Department staff early in 2007, staff recommended an increase of $483,801 federal funds to cover
the costs of the re-bid contracts. The Department's budget request also did not reflect any change
in financing, despite evidence that the methodology should be revised.

Similarly, the Department's budget request for FY 2008-09 does not reflect any contract-related
changes, nor doesit reflect arevised financing methodology. Based on the information provided to
staff ayear ago, the Department anticipated requiring at least an additional $351,266 for two of the
threecontracts. Againthisyear, staff requested detail ed informati on concerning contract obligations
for FY 2008-09 to cover the costs of reporting the results of assessments administered in the Spring
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of 2008 to school districts, plus the costs of administering 23 assessments and the Colorado
statewide administration of thenational collegeadmission examination (ACT) inthe Spring of 2009.

On February 20, 2008, the Department provided the requested information, including information
about several contract amendments the Department is in the process of implementing; these
amendments will affect costs in FY 2007-08, FY 2008-09, and subsequent fiscal years. The
followingtableliststheserecent contract amendmentsand the associated fiscal impactsfor FY 2007-
08 and FY 2008-009.

Recent Amendmentsto CTB - M cGraw Hill CSAP and CELA Contracts
Description FY 07-08 FY 08-09
CSAP Contract:
Non-embedded field test design (%2,989,286) ($2,925,350)
Colorado parent network 656,762 683,032
Science standard setting 172,860 0
Trandations of oral transcripts 100,000 104,000
CTB Navigator On-line training 45,000 46,800
Planning meetings 20,740 20,740
Provide pre-CVAS augmented item review documentation and reporting 15,600 16,224
Technical Advisory Committee (TAC) membership stipend increase 15,000 15,600
Vision impaired printing enhancements 15,000 15,600
District Assessment Coordinators (DAC) Management meetings 9,300 9,672
Increase TAC meetings from two to three per year 6,000 6,240
Navigator e-mail history 5,000 5,200
Subtotal (1,928,024) (2,002,242)
CELA Contract:
Colorado parent network (phases 1A, 1B, and 1C) 347,936 157,676
CELAplace (student screener) tests and online data collection 140,450 146,068
Standard setting FY 09 0 86,400
Validation study 0 37,500
K-1 test redesign 30,000 0
Project management meetings 20,740 21,570
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Recent Amendmentsto CTB - McGraw Hill CSAP and CEL A Contracts

Description FY 07-08 FY 08-09
Split K-2 CELApro test booklets into three scannable test books 20,000 0
TAC meetings 13,765 14,316
CTB Navigator On-line training for DACs 10,000 10,000
Create and maintain a secure site on Navigator to store Department e-mails
to DACs 5,000 5,200
Post test workshops 1,560 1,622
Subtotal 589,451 480,352
Total (1,338,573) (1,521,890)

Most of the above amendments are technical, including a significant reduction associated with a
"non-embedded field test design”. Apparently, based on the advise of its technical advisory panel
(TAC) in 2005, the Department planned to embed new itemsinto CSAPsto test theitems validity.
The Department included thisrequirement inits 2005 request for proposals. Subsequently, theTAC
reversed this advice, due to the Department's previous experience without embedded field tested
items, aswell as concerns over the length of the assessments.

Another largeincreaseisassociated with the " Colorado Parent Network™. Staff haslearned that this
is a website to provide secure parental access to on-line information about CSAP, educational
resources and home activities, student test results, and student action plans. Contract documents
indicate that the vendor is required to launch the network from December 2007 through February
2008, load assessment datathrough April 2008, and update and maintain thewebsitethereafter. The
vendor is to provide support to school administrators via e-mail, and to parents via a toll-free
customer service number during non-holiday business hours. While the Department and the
Commissioner have discussed the Colorado Parent Network publicly in a number of settings, the
Department has not discussed it with the Joint Budget Committee, nor hasit specifically requested
funding for this purpose.

Staff's recommendations do not include funding for contract amendments related to the
Colorado Parent Network. This recommendation is not based on the merits of this new
method of reporting results to parents. Rather, given the nature and magnitude of these
contract amendments, staff believesthat the Department should not havedirected the vendor
tobegin developingtheNetwor k without legidativeauthorization. Staff'srecommendation does
reflect al of the other budget amendments. In addition, given concernsthat have been expressed by
Department staff concerning the current method of financing this line item, staff recommends
correcting the financing methodology. Staff recommendsthe following:
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. Staff recommendsdecreasingtheFY 2007-08 appropriation for thislineitem by atotal
of $2,645,912 (including $800,343 General Fund and $1,845,569 federal funds) and 1.3
FTE, from$22,255,141t0$19,609,229. Staff'srecommendationfor FY 2007-08 excludes
atotal of $1,004,698related tothe Colorado par ent network (including $560,218 General
Fund and $444,480 federal funds).

. Staff recommends appropriating a total of $20,312,396 and 7.0 FTE for thislineitem
for FY 2008-09 (including $15,719,422 Genera Fund). Thisamount is $1,961,752 lower
than the Department request. Staff'srecommendation for FY 2008-09 excludesatotal of
$840,708 related to the Color ado par ent networ k, including $582,626 General Fund and
$258,082 federal funds.

These recommendations include several components, detailed in the table below and discussed in

the narrative that follows.

Summary of Recommendation for CSAP Line ltem
FY 07-08
Revised FY 08-09
Description Recomm. Recomm.
Contract with CTB - McGraw Hill for devel oping, scoring, and
reporting CSAPs (other than CSAP-A, the new Colorado English
Language Assessment, and the ACT) -- Recommendations exclude
Genera Fund for Colorado parent network $15,608,858 | $15,903,771
Genera Fund 13,314,356 | 13,565,917
Federal Funds 2,294,502 2,337,854
Contract with CTB - McGraw Hill for developing, scoring, and
reporting the Colorado English Language Assessment (CELA) --
Recommendations exclude federal funds for Colorado parent network
(FF) 1,965,769 2,106,317
ACT test for 11th grade students (GF) 1,595,150 1,699,282
Support for state staff (7.0 FTE) who administer the CSAP 439,452 603,026
FTE 4.7 70
Genera Fund 0 454,223
Federal Funds 439,452 148,803
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Summary of Recommendation for CSAP Line ltem
FY 07-08
Revised FY 08-09
Description Recomm. Recomm.
Total Recommendation 19,609,229 | 20,312,396
FTE 4.7 7.0
General Fund 14,909,506 | 15,719,422
Federal Funds 4,699,723 4,592,974
Change from existing appropriations (2,645,912) n/a
FTE (1.3)
General Fund (800,343)
Federal Funds | (1,845,569)

I. Contract for development, scoring, and reporting related to the Colorado Student
Assessment Program. Last year, the Department issued arequest for proposal, received bidsfrom
several vendors, and awarded this contract to CTB - McGraw Hill. The components of the contract
are detailed in the following table, including recent amendments.

Summary of Costs Associated With CTB - McGraw Hill Contract (Five-year contract)
Description FY 06-07 FY 07-08 FY 08-09
Original Amended @ Original  Amended
Estimated # of students 479,055 493,426 493,426 508,229 508,229
Development $1,679,472 $1,363,922 $848,293 $1,319,180 $873,743
Production 1,033,521 = 1,031,258 449,096 942,272 428,305
Manufacturing 4,680,367 4,820,772 3,197,400 4934904 3,313,653
Test administration 758,992 798,394 781,760 856,611 839,478
Scoring and reporting 9,341,573 9,597,136 9,478,713 9,885,054 9,763,079
Post-test management 565,207 582,162 449,096 651,024 445,437
Colorado parent network 656,762 683,032
Science standard setting 172,860 0
Tranglations of oral transcripts 100,000 104,000
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Summary of Costs Associated With CTB - McGraw Hill Contract (Five-year contract)

Description FY 06-07 FY 07-08 FY 08-09

Original Amended @ Original  Amended

CTB Navigator On-line

training 45,000 46,800
Planning meetings 20,740 20,740
Provide pre-CVAS augmented

item review documentation and

reporting 15,600 16,224

Technical Advisory Committee
(TAC) membership stipend
increase 15,000 15,600

Vision impaired printing
enhancements 15,000 15,600

District Assessment
Coordinators (DAC)

Management meetings 9,300 9,672
Increase TAC meetings from

two to three per year 6,000 6,240
Navigator e-mail history 5,000 5,200
Totals 18,059,132 18,193,644 16,265,620 @ 18,589,045 16,586,803

Staff recommends decreasing the FY 2007-08 appropriation for the CSAP contract by
$2,584,786, from $18,193,644 to $15,608,858. Staff's recommendation excludes $656,762
associated withthe Col orado Parent Network (including $560,218 General Fund and $96,544 federal
funds).

Staff recommendsproviding the $15,903,771to cover the costsof thiscontract for FY 2008-09.
Thisamount is $2,289,873 lower than the continuation level funding requested by the Department.
Staff'srecommendation excludes $683,032 associated with the Col orado Parent Network (including
$582,626 General Fund and $100,406 federal funds)

Fund Splits. Section 22-7-409 (3), C.R.S., states that, “for the fiscal year 1998-99 and for fiscal
years thereafter, the general assembly shall appropriate moneysin the annual general appropriation
act to the department to fund the Colorado student assessment program”. However, consistent with
the General Assembly's appropriations since FY 2002-03, staff recommends including aportion of
the federa funding made available through the federal No Child Left Behind Act in thisline item,
with the balance of the appropriation coming from the General Fund. Given the anticipated
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reduction in CSAP contract costs for both FY 2007-08 and FY 2008-09, staff'srecommendations
are based on an updated methodology that mor e accurately reflectsthe federal share of costs
of the CSAP program. Specifically, consistent with Section 22-7-409 (1) (g), C.R.S., staff
recommends applying federal funds to cover the costs of the four new federally-required
assessments. This provision bars the use of General Fund moneys to develop or administer these
assessments. Based on the number of each assessment administered in 2007, staff recommends
that 85.3 percent of the total costs of this contract be supported by General Fund, with the
remaining 14.7 percent being supported by federal funds. Staff recommends applying this
fund split to contract costsfor both FY 2007-08 and FY 2008-09.

I1. Colorado English L anguage Assessment. The above contract with CTB - McGraw Hill does
not include funding for the new Colorado English Language Assessment (CELA). Thefederal No
Child Left Behind Act requires Colorado to administer asingle, statewide assessment to determine
the English language proficiency level of English language learners. The State is required to
administer an assessment intheareas of listening, speaking, reading, and writing, and the assessment
is to be based on Colorado English language development standards for particular grade
configurations. Previously, school districts utilized one of three assessment for this purpose. None
of these assessments were aligned with Colorado English language devel opment standards.

The Department solicited proposal sfrom testing companiesto implement the CELA, and it awarded
the contract to CTB - McGraw Hill. The CELA program consists of two distinct tests: (1) a
placement test ("CELAplace") used soon after registration to screen students whose home language
survey indicatesthat alanguage other than English is spokeninthe home; and (2) an assessment test
("CELApro") that isadministered in January each year to studentsidentified as" no English language
proficiency” (NEP), or "limited English language proficiency" (LEP) in the body of evidence
gathered in the screening process. The assessment test measures proficiency in the domains of
listening, speaking, reading, and writing, and itisused to cal culate growth ratesfor English language
learners statewide. In March 2006, staff provided the Committee with a table detailing the cost of
the CELA over a five-year period (FY 2005-06 through FY 2009-10). Staff has updated this
information based on more recent amendments to the contract.

Summary of Costs Associated With CTB - McGraw Hill CELA Contract (Years Two - Five)
FY 06-07 FY 07-08 FY 08-09
Description Actual Original Amended Original Amended

Estimated # of students
(four tests each) 91,451 93,280
Development $273,600 $201,192 $201,192 $119,398 $119,398
Printing, distribution, and collection 360,000 387,752 387,752 396,440 396,440
Scoring 590,400 599,919 459,084 611,917 574,605
Ongoing devel opment 46,800 18,290 18,290 18,656 18,656
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Summary of Costs Associated With CTB - McGraw Hill CELA Contract (Years Two - Five)
FY 06-07 FY 07-08 FY 08-09
Description Actual Original Amended Original Amended
Analysis of data 212,400 358,488 358,488 373,120 373,120
Reporting 178,200 192,048 192,048 194,022 194,022
Printing, distribution, collection,
and scoring of additional materials
(up to 20,000 overage) 40,000 107,400 107,400 107,400 107,400
Validation study 37,500 37,500 0 37,500 37,500
Grades 3-5 scannable formatting 61,500 61,500 0 61,500 0
Colorado parent network 347,936 157,676
Student screener tests 140,450 146,068
Standard setting 0 86,400
K-1 test redesign 142,859 30,000 0
Project management meetings 20,740 21,570
Split K-2 CELApro into 3 booklets 20,000 0
TAC meetings 13,765 14,316
On-line Navigator training 10,000 10,000
Create and maintain e-mail
repository 5,000 5,200
Post test workshops 1,500 1,560 1,622
Totals 1,944,759 1,964,089 2,313,705 1,919,953 2,263,993

Staff recommendsincreasingthe FY 2007-08 appropriation for the CEL A contract by $1,680
federal funds, from $1,964,089 to $1,965,769. Staff's recommendation excludes $347,936
associated with the Colorado Parent Network.

Staff recommends appropriating $2,106,317 federal funds to cover the costs of the CELA
contract for FY 2008-09. This amount is $142,228 higher than the continuation level funding
requested by the Department. Staff's recommendation excludes $157,676 associated with the
Colorado Parent Network.

[11. Fundingfor Administration of Spring 2009 ACT Test. Pursuant to Section 22-7-409 (1.5),
C.R.S, dl eleventh grade students in public schools are required to take a "standardized,
curriculum-based, achievement, college entrance examination selected by the department,

04-Mar-08 61 Education-figset



administered throughout the United States, and relied upon by institutions of higher education that,
at a minimum, tests in the areas of reading, writing, mathematics, and science...". This same
provision requires the Department to "pay all costs associated with administering the
curriculum-based, achievement collegeentranceexam.” The Department entered into acontract with
ACT, Inc., following the passage of S.B. 00-186. Thisinitial contract covered the statewide ACT
tests to be administered from the Spring of 2001 through 2005. The contract requires the State to
pay for certain training and reporting functions performed by ACT, Inc. (functions that would not
berequired if Colorado did not have astatewidetest date), aswell asthe costsof conducting thetest.
ACT, Inc. isresponsible for the following:

. mailing administration manual s and forms, assessment test bookl ets, and answer sheetsto test
supervisors at each school;

. reviewing and approving requests for accommodations;
. providing copies of student test preparation booklets to each school;

. collecting test booklets, answer sheets, and admini stration manual s, and scoring student answer
folders,

. producing standard score reports for each student, each school, each district, and up to four
colleges/universities for each student; and

. providing an electronic detail test results file to the Department.
Since 2005 the Department has negotiated a contract with ACT annually. The following table

details the basis for the existing FY 2007-08 appropriation, and the Department's most recent
estimates for FY 2007-08 and FY 2008-09.

Summary of Costs Associated With ACT Contract

FY 07-08 FY 07-08 | FY 08-09

Description Original Amended
Estimated # of students taking ACT on statewide test
date 51,169 50,800 52,375
Price per student (same as national rate) $29.00 $28.00 $29.00
Subtotal: Statewide test date 1,483,901 1,422,400 | 1,518,875
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Summary of Costs Associated With ACT Contract
FY 07-08 FY 07-08 | FY 08-09
Description Original Amended

Estimated # of students receiving voucher to take ACT
on alternate test date (e.g., athletes, online students) 3,500 3,000 3,750
Price per student for voucher $31.00 $30.00 $31.00
Subtotal: Statewide test date 108,500 90,000 116,250
Total: Student testing service costs 1,592,401 1,512,400 | 1,635,125
Test administration training workshops 11,000 11,000 11,000
College Readiness Standards reports (@ $80 per request) 30,960 48,000 49,280
Data sent on CDs to schools (@ $125/CD) 23,625 23,750 24,250
Total: Other costs 65,585 82,750 84,530
Grand Total 1,657,986 1,595,150 | 1,719,655

Staff recommendsreducingtheFY 2007-08 Gener al Fund appropriation for theACT contract
by $62,836, from $1,657,986 to $1,595,150.

Staff recommendsappropriating $1,699,282 General Fund for the ACT contract for FY 2008-
09. Staff's recommendation is based on the Department's most recent estimates, but staff reduced
the amount for student vouchers by $20,367. It is not clear why one would assume the number of
students requiring a voucher would increase by 25 percent in FY 2008-09. Staff assumes that the
number of voucherswill increase commensurate with the overall number of tests (3.1 percent). This
amount is $41,296 higher than the continuation level funding requested by the Department.

V. Support for statestaff that administer the CSAP. Thisrecommendation isnot calculated
in accor dancewith Committee policy and it islower than the Department’'srequest. SinceFY
2004-05, 6.0 FTE have been reflected in this lineitem and have been supported by federal funds.
However, based on morerecent detailed information requested of and provided by Department staff,
it appearsthat only 4.7 FTE are supported by thislineitem. Staff's recommendation thusincludes
areduction of $120,735 and 1.3 FTE.

In addition, as discussed earlier in this document, staff recommends transferring $265,302 General
Fund and 2.3 FTE from the " General Department and Program Administration” lineitemto thisline
item for FY 2008-09. Thisamount includes $237,902 for personal services, $21,400 for operating
expenses, and $6,000 for travel operating expenses. Given concerns expressed by the Department
associated with the use of federal assessment-related funds, staff recommends reflecting all CSAP-
related staff and funding in a single line item to facilitate the analysis of financing issues. The
following table details the calculation of this component of the line item for FY 2008-09.
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Summary of Recommendation: Personal Servicesand Operating Expenses
Portion of CSAP Line ltem

Description Amount FTE
Personal services portion of FY 07-08 Long Bill appropriation $403,950 6.0
Salary survey awarded in FY 07-08 14,579
80% of Performance-based pay awarded in FY 07-08 4,428
Base reduction (1.0% for lines with 20.0+ FTE) 0
Adjustment to reflect actual FTE (107,323) (1.3
Transfer from General Department and Program Administration line
item 237,902 2.3
Subtotal: Continuation personal servicesfor FY 08-09 553,536 7.0
Operating and travel expense portion of FY 07-08 Long Bill
appropriation 35,502
Adjustment to reflect actual expenditures (13,412)
Transfer from General Department and Program Administration line
item 27,400
Subtotal: Continuation operating and travel expensesfor FY
08-09 49,490
Recommended FY 08-09 appropriation 603,026 7.0

Fund Splits. Asindicated above, Section 22-7-409 (3), C.R.S,, statesthat, “for thefiscal year 1998-
99 and for fiscal years thereafter, the general assembly shall appropriate moneys in the annual
genera appropriation act to the department to fund the Colorado student assessment program”.
However, the costs of four new federally-required assessments are to be paid for by federal funds.
Staff recommendsfinancing these 7.0 FTE based on thefinancing of the CSAPand CELA contracts.
Staff thus recommends appropriating $454,223 Genera Fund (75 percent) and $148,803 federal
funds (25 percent) to support these 7.0 FTE.

Federal Grant for State Assessments and Related Activities. Beginning with the FY 2002-03
Long Bill, the General Assembly hasreflected federal funds anticipated to be available to Colorado
annually pursuant to the federal No Child Left Behind Act, passed by Congressin December 2001.
Thisfunding is provided to statesto cover the costs of developing additional statewide assessments
and standards as required by the federal legidation. If a state has already developed the required
assessments and standards, it may use the federal funds for other activities related to ensuring that
schools and local educational agencies are held accountable for results, such as the following:

04-Mar-08 64 Education-figset



. Devel oping challenging state academic content and student academic achievement standards
and aligned assessments in academic subjects for which standards and assessments are not
required by the federal legidation;

. Developing or improving assessments of English language proficiency necessary to comply
with other provisions of the federal legislation;

. Ensuring the continued validity and reliability of state assessments;

. Refining State assessments to ensure their continued alignment with the state's academic
content standards and to improve the aignment of curricula and instructional materials;

. Developing multiple measures to increase the reliability and validity of state assessment
systems,

. Strengthening the capacity of local educational agenciesand schoolsto provideall studentsthe
opportunity to increase educational achievement, including carrying out professional
development activities aligned with state student academic achievement standards and
assessments;

. Expandingtherange of accommodationsavailableto studentswith limited English proficiency
and students with disabilities to improve the rates of inclusion of such students, including
professional development activities aligned with state academic achievement standards and
assessments; and

. Improving the dissemination of information on student achievement and school performance
to parentsand the community, i ncluding the devel opment of information and reporting systems
designedtoidentify best educational practicesbased onscientifically based research or to assist
in linking records of student achievement, length of enrollment, and graduation over time.

Prior to FY 2006-07, staff asked the Department to identify what portion of this federal funding it
needed to spend for activities or programs, other than the Colorado Student Assessment Program
(CSAP), in order to comply with the federal No Child Left Behind Act. Staff'srecommendationsfor
thislineitem were based on theinformation provided by the Department, with theremaining federa
funds being used to offset the costs of devel oping and administering federally required assessments.
Thus, the level of funding reflected in this lineitem directly affected the amount of General Fund
appropriated in the CSAP lineitem. The following table provides a comparison of appropriations
for thisline item to date and actual expenditures.
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Federal Grant for State Assessments and Related Activities: FY 02-03 through FY 05-06
Appropriation Actual Expenditures Difference
State Fiscal Year Dollars FTE Dollars FTE Dollars FTE
2002-03 $1,750,457 0.0 $239,066 44 ($1,511,391) 4.4
2003-04 1,750,457 7.3 1,875,953 9.9 125,496 2.6
2004-05 1,005,673 6.0 510,037 5.6 (495,636) (0.9
2005-06 1,017,141 10.0 634,106 5.7 (383,035) (4.3

Giventhe significant disparities between the Department'’s proposed and actual expendituresfor this
lineitem, staff changed the methodology for thislineitem beginning in FY 2006-07. Asdescribed
above, thislineitem now reflectsthe amount of federal fundsthat remain avail able after application

of federal funds for the CSAP line item.

Staff thusrecommendsincreasing the FY 2007-08 appr opriation from $188,178 and 3.0 FTE
to $2,033,747, and staff recommendsreflecting $2,140,496 and 5.7 FTE for FY 2008-09. The
recommended increase in FTE is based on more recent information provided by the Department.

The recommended dollar amounts are detailed in the following table.

Summary of Costs Associated With ACT Contract

FY 07-08 FY 07-08 FY 08-09
Description Original Amended

Available federal funds $6,733,470 | $6,733,470 | $6,733,470
Costs of federally required assessments (3rd and 4th

grade math assessments; 5th and 10th grade science

assessments) 2,294,502 2,337,854
Colorado English language assessments 1,965,769 2,106,317
Federally-funded staff 439,452 148,803
Total federal funds required for CSAP lineitem 6,545,292 4,699,723 4,592,974
Federal funds remaining available for other alowable

activities 188,178 2,033,747 2,140,496
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L ongitudinal Analyses of Student Assessment Results.

Background Information - Statutory Requirements. Since 2000, the General Assembly has passed
several bills® concerning longitudinal analyses of student assessment results, and the provision of
diagnostic information to districts and schools for the purpose of improving instruction. The
Department has accomplished the following tasks to date:

. TheDepartment hasimplemented astate datareporting system, which storesindividual student
assessment results.

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

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

. As required by Section 22-7-604.3, C.R.S,, the Department has developed a "mixed effects
statistical model” to diagnostically calculate individual students academic growth. The
Department has calculated what constitutes sufficient academic growth for each student for
each school year (i.e., how much growth needs to occur for that student to become proficient
by at least 10th grade). Inaddition, just last school year, the Department provided districtsand
charter school swith el ectronic diagnostic growth information for each student enrolledin each
school, based on assessment results.

Most recently, H.B. 07-1048 directed the Governor to appoint, and the Department of Education to
convene, anew technical advisory panel to assist the Department in devel oping alongitudinal growth
model to measure the academic growth of students. The act established new requirements and a
timeline for development and implementation of the model, and it required the Department to
calculate adequate longitudinal growth for each student and each school beginning July 1, 2007, and
by July 1 each year thereafter. The panel was to develop a new method to identify schools that
demonstrate the highest rate of academic growth for purposes of the Governor's Distinguished
Improvement Awards. The Technical Advisory Panel has submitted a report to the State Board
concerning the recommended statistical model, and the State Board anticipates promulgating rules
related to the growth model on March 13, 2007.

8 Bills concerning longitudinal assessment have included the following: S.B. 00-186, S.B. 01-129, S.B.
02-59, H.B. 02-1349, S.B. 03-248, H.B. 04-1433, H.B. 05-1217, H.B. 06-1109, and H.B. 07-1048.
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Department Request/ Staff Recommendation. The Department requests a continuation level of
funding and staff for FY 2008-09 ($286,732 and 3.0 FTE). The Department has filled two of the
three FTE, and it is currently contracting for the third FTE. Staff recommends approving the
request, whichiscalculated in accor dancewith Committeepolicy. Thefollowingtableidentifies
the components of the appropriation.

Summary of Recommendation:
Longitudinal Analyses of Student Assessment Results
Total FTE

Description Funds
Personal services portion of FY 07-08 Long Bill appropriation $217,629 3.0
Salary survey awarded in FY 07-08 7,350
80% of Performance-based pay awarded in FY 07-08 2,258
Base reduction (1.0% for lines with 20.0+ FTE) 0
Subtotal: Continuation personal services 227,237 3.0
Contractual services 34,500
Operating expenses and capital outlay 24,995
Recommended FY 08-09 appropriation 286,732 3.0

(D) State Charter School Institute [New subsection heading]

Background Information - Creation. House Bill 04-1362 created the State Charter School Institute
as an independent agency in the Department of Education. The Institute is allowed to authorize
"Ingtitute charter schools' located within aschool district's boundariesif the school district has not
retained exclusive authority to authorize charter schools. The act also created aboard to overseethe
operations of the Institute, and permits the Institute to hire staff and contract for services.

The act directs the Department to withhold a portion of the State Share of Districts Total Program
funding from the school district where an institute charter school is located and to forward the
withheld amount to the Institute. The act permits the Department to retain up to 2.0 percent of the
amount withheld from the State Share "as reimbursement for the reasonable and necessary coststo
the department to implement the provisions of [Section 22-30.5-501 et seq., C.R.S.]" (see Section
22-30.5-513 (4) (a), C.R.S.). The act also permits the Institute to retain up to 3.0 percent of the
amount withheld from the State Share for the "actual costs incurred by the institute in providing
necessary administration, oversight, and management services' to institute charter schools (see
Sections 22-30.5-513 (2) (b) and (4) (8), C.R.S.).
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Current Satus, Projections. There are currently 12 Institute charter schools’. The following table
details funding that will be transferred from various line items and made available to the Institute
and its schoolsin FY 2007-08, as well as estimates for FY 2008-09.

State Charter School Institute: Funding
Description FY 07-08 FY 08-09 Estim. <a>

Transfer from State Share line item:
Number of Schools 12 15
Funded Pupil Count 4,087.5 5,469.5
Per pupil funding $6,480.27 $6,714.12
Total transfer from State Sharelineitem $26,488,112 $36,722,897
Transfers from categorical programs:

Special Education - Children with Disabilities $271,112 $341,654

English Language Proficiency Program 30,357 38,256

Public School Transportation 145,519 200,000

Specia Education - Gifted and Talented Children 36,583 46,102

Subtotal - Categorical funding 483,571 626,012
Categorical funding / funded pupil count

$118 $114

Other grants and distributions:
Charter school capital construction $437,506 $574,298
Smart Start Nutrition Program 14,000 17,643
State Match for School Lunch Program 3,058 3,854
Other grantsand distributions 454,564 595,795
Total: Categorical programsand other transfers $938,135 $1,221,807

<a> All FY 2008-09 estimates provided by State Charter School Institute (via Department) February 26, 2008.

® Including: Pinnacle Charter School (Adams 12 - Northglenn); Colorado Distance & Electronic Learning
Academy, and The Academy at High Point (Adams- Brighton 27J); Ricardo FloresMagon Academy (Adams
- Westminster); 21st Century, Colorado Springs Charter Academy, Colorado Springs Early Colleges, and
CCSN (El Paso - Colorado Springs D-11); Ross Montessori (Garfield - Roaring Fork); Stone Creek
Elementary (Eagle), Northern Colorado Academy of Arts & Knowledge (Larimer - Poudre); and Caprock
Academy (Mesa- Mesa Valley 51).
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General Description of Appropriations Format. House Bill 04-1362 did not include provisions
requiring thelnstituteto establish fundsand accountsfor budgeting and accounting purposes (similar
requirements for school districts are included in Article 45 of Title 22, C.R.S.). Absent these
reguirements, the accounting staff at the Department (who perform all accounting duties on behalf
of the Institute) use the State Charter School Institute Fund for purposes of accounting for all of the
funds that flow through or are spent by the Institute. Thisfund was originally created for purposes
of accounting for gifts, grants, or donationsreceived by the Institute. Moneysin thisfund are subject
to available appropriations. Department staff indicated that pursuant to Section 22-54-114 (1),
C.R.S,, they are authorized to forward the State Share moneys to Institute charter schools without
aseparate appropriation. However, Department staff believe that spending authority isrequired out
of the State Charter School Institute Fund for the Institute to incur administrative expenses and for
the Institute to forward any categorical funding to Institute charter schools.

Since FY 2006-07, the Long Bill has included four line itemsto allow the Department to forward
fundsasnecessary totheInstituteand itsschools, and to track Department-level expendituresrel ated
to the Institute. While this structure is not idedl, it appears to be functiona given the current
circumstances. Each of thelineitemsisdiscussed below, along with recommended funding levels
for FY 2008-09.

State Charter School Institute Administration, Oversight, and Management. Thislineitem
provides spending authority to the Institute to spend up to 3.0 percent of the amount withheld from
the State Share of Districts Total Program Funding line item. Moneys are used to provide the
necessary administration, oversight, and management services to Institute charter schools. Staff
recommends providing $1,738,844 cash funds exempt spending authority (transfer from the
State Sharelineitem) and 13.0 FTE. Thedollar amount includestwo components: (1) $1,101,687
(based on multiplying the projected transfer from the State Sharelineitem or $36,722,897, times 3.0
percent); and $637,157 to alow the Institute to pay the Pikes Peak Board of Cooperative Services
to provide exceptional student servicesto four individual Institute charter schools (consistent with
the Committee's approval of aFY 2007-08 supplemental request in October 2007).

The FTE level is based on information recently provided by the Institute. Pursuant to Section 22-
30.5-505, C.R.S., any staff hired by the Institute Board "shall be deemed employees subject to the
state personnel system of thisstate...except that, asamatter of legis ative determination, al positions
classified by the institute board as professional officers and professional staff of the institute are
declared to be educational in nature and exempt from the state personnel system". Thus, staff
believesthat it is appropriate to reflect the staff hired by the Institutein the annual Long Bill, along
with the funding source(s) that support the staff. The following table details the Institute's current
and planned staffing levels.
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State Charter School Institute Staffing
FTE Position
Current Positions:
1.0 Executive Director
1.0 Director Exceptional Student Services
1.0 District Assessment Coordinator
1.0 Office Manager
1.0 Assistant Director of Exceptional Student Services
1.0 Director of Fiscal Services
1.0 Director of Academics
1.0 Specia Educational Assistant
1.0 Director of Food Service and Nutrition
9.0
Additional Positions Proposed for FY 2008-09:
1.0 Accounting Tech Il
1.0 School Teacher Monitor
0.5 Compliance Manager
0.5 School Training Coordinator
0.5 Assistant Director of Exceptional Student Services
0.5 Assistant to Director of Exceptional Student Services GT/ESL
4.0
13.0 Total for FY 2008-09

Direct Administrativeand Support ServicesProvided by the Department tothe State Char ter
School Institute. Thisline item provides spending authority for the Department to receive funds
fromthe Institute out of the abovelineitem. House Bill 04-1362 authorized the Instituteto " contract
with any boards of cooperative services... or with any other qualified individual or public or private
entity or organization, including aschool district, for the provision of administrative or other support
services directly to the institute or for the benefit of institute charter schools" (see Section 22-30.5-
505 (6) (a), C.R.S.). The Department currently performs a number of duties on behaf of the
Institute, including accounting, payroll, purchasing, human resources, contracts, etc. Thislineitem
thus allows the Department to receive and expend moneys from the Institute, out of the above line
item, for this purpose.

Staff recommends approving the request for $99,686 cash funds exempt spending authority
(transfer from the above line item) and 2.0 FTE for FY 2008-09. This amount represents a
continuation level of funding, calculated consistent with Committee policy. It is staff's
understanding that the Department provided these services pursuant to a memorandum of
understanding with the Institute.
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Other Transfersto Institute Charter Schools. Thislineitem was intended to provide spending
authority to the Department to forward categorical funding, as appropriate, to Institute charter
schools. Staff recommendsproviding $1,222,000 cash fundsexempt spendingauthority for FY
2008-09 (transfer from various categorical line items). The components for this rounded dollar
amount are detailed in the table on page 69.

Depar tment I mplementation of Section 22-30.5-501 et seq., C.R.S. Thislineitemisintended to
provide spending authority to the Department to spend up to 2.0 percent of theamount withheld from
the State Share for performing Department-level duties associated with theimplementation of H.B.
04-1362. Staff recommendsproviding $734,458 cash fundsexempt spendingauthority (transfer
from the State Share line item) and 5.0 FTE. The dollar amount is based on multiplying the
projected transfer from the State Share lineitem ($36,722,897) times 2.0 percent. The Department
has not requested a change in the FTE authorization for FY 2008-09.

Please note that staff's recommendation assumes that the Department's workload related to the
implementation of Section 22-30.5-501 et seq., C.R.S., will increase proportionately with increases
inthe number of students attending Institute charter schools. If the Department spendslessthan the
amount appropriated through this line item, the unspent funds should be forwarded to Institute
charter schools (similar to the arrangement between school districts and their charter schools). Itis
not clear to staff that it will be reasonable to continue authorizing the Department to spend the full
amount statutorily allowed each fiscal year. Staff thusrecommendsthat the Committeeinclude
the following written request for information:

Department of Education, Management and Administration, State Charter School
Institute, Department | mplementation of Section 22-30.5-501 et seq., C.R.S. - The
Department is requested to submit a report to the Joint Budget Committee by July 1,
2008, concerning the method used to cal culate the costs and additional Department staff
required to implement Section 22-30.5-501 et seq., C.R.S. The Department is also
regquested to make arecommendation as to whether the 2009 Long Bill should continue
to include a separate line item appropriation for this purpose, or whether the costs and
associated FTE should be reflected in the other relevant line items.

(E) Other [this subsection would not be necessary per staff'srecommendationsfor theseline
items]

Civic Education. Pursuant to Section , 22-1-104 (6), C.R.S. (S.B. 05-200), the Department is
required to assist school districtsin devel oping and promoting civic education programs (emphasis
added):

"(@) Inaneffort to strengthen the teaching of civic educationin all public schools of the
state in accordance with the requirements of this section, the department of education
shall assist the school districts of the state in developing and promoting programs for
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elementary and secondary students that address the state model content standards for
civics and promote best practicesin civic education.

(b) Itistheintent of the general assembly that the objectives specified in this subsection
(6) areto be funded through the state education fund created in section 17 (4) of article
IX of the state constitution. The general assembly hereby finds that the development,
promotion, and maintenance by the school districts of the state of programs for
elementary and secondary students that address the state model content standards for
civicsand promote best practicesin civic education assist these studentsin meeting state
academic standards and may therefore be funded from moneys in the state education
fund.”

For the last three fiscal years, the General Assembly has appropriated $200,000 from the State
Education Fund for this purpose.

In FY 2005-06 and FY 2006-07, the Department used this funding to support a professional
development initiative onteaching and learning civic content and skillsin Colorado classrooms. The
initiative focused on selected promising practices, including: discussion of public issues; study of
law, U.S. government, civics, and democracy; simulations of democratic practices and procedures,
and collaborating with the community to provide civic learning, particularly through authentic
interactions with policymakers. In addition, for teachers, the initiative provided professional
development and assistance with linking civics and literacy.

In FY 2007-08, the Department plans to: (1) provide professiona exchange programming and
support for teachers who participated in previous years; (2) replicate and refine the seminar and
classroom coaching program in two new sites; and (3) develop and support a statewide study group
focused on government courses that reflect best practice. The Department anticipates serving
approximately 130 new teachers and continuing programming for 40 teachers who participated
during the previoustwo years. Inaddition, the Department plansto conduct areview of research and
best practicesin civic education and disseminate findings and recommendations to the field.

In FY 2008-09, the Department plansto align activitieswith the Department’ s"Forward Thinking"
goals, and engage in the following activities:

. Enhance professional development involving best practicesin civic education;

. In order to design and implement a more consistent and comprehensive statewide system of
support to the civic education community, provide support to help schools and districts build
the capacity needed to achieve ambitious student outcomes;

. Review and refinethe civicsmodel content standardsto reflect 21% Century skills, college, and
workforce readiness; and

. Design, detail, and disseminate model civics curricula and related assessment tools that
districts may voluntarily use and that are aligned with research, proven to deliver results, and
supported through competent providers of technical support.
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The Department requests a continuation level of funding for FY 2008-09. Staff recommends
approvingtherequest. Inaddition, aspart of staff'srecommended re-organization of the Long Bill,
staff recommends transferring thisline item to the Assistance to Public Schools, (C) Grant
Programs, Distributions, and Other Assistance, (IV) Professonal Development and
Instructional Support.

Financial Literacy. Pursuant to Section 22-2-127, C.R.S. (H.B. 04-1360), the State Board of
Education isrequired to create, maintain, and make available to school districts aresource bank of
materialspertainingtofinancial literacy. The Department isrequired to providetechnical assistance
related to curriculum design upon the request of aschool district or acharter school. Thisprovision
includes a legislative declaration that the creation of a financia literacy resource bank is "an
important element of an accountabl e programto meet state academic standards" and may therefore
receive funding from the State Education Fund. The Department is also authorized to accept and
expend any gifts, grants, or donations for purposes of implementing this provision, which areto be
credited to the Financia Literacy Cash Fund.

Initially, the Department added links through its webpage to various materials and information
sources related to financia literacy resources, curriculum instruction and assessment materials.
Beginning in FY 2005-06, the Department distributed arequest for proposals allowing schools and
districts to submit proposals for designing and implementing financial literacy curriculum and
instruction.

InFY 2005-06, six schoolsand districtsreceived grantsranging from $5,234 to $8,044. InFY 2006-
2007, four schools and districts received grants of $10,000 each. The Department has not yet
distributed funds for FY 2007-08. The Department sought feedback from previous grantees and
financial groupsinthestate, andlearned that whilefinancial literacy curriculum materialsarereadily
availableat low or no cost, teacherslack aclear understanding of how toimplement financial literacy
tenets into existing curriculum structures. The Department determined that what educators value
most ismodel curriculum that integratesthesefinancial literacy conceptsinto the curriculum design
in ameaningful way. Teachers also need technical support on how to teach using these integrated
materials.

The Department plansto convene focused groups of financial literacy institutions and educators of
business, economics, and math to study this issue and design model curriculum. The graduation
guidelines council and Colorado Department of Higher Education will also be included in these
planning conversations. The Department will use feedback from these various groupsto determine
and outline next steps for technical assistance. A school district may be engaged to develop and
implement model curriculum that integrates financial literacy into their existing curricula for al
students and provide these materials to othersin the state.

In FY 2008-09, the Department plans to disseminate and provide technical assistance for the
implementation of model financial literacy curriculum. This approach is consistent with the
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Department’ s"Forward Thinking" goal to design, detail and disseminate model curriculainthearea
of financial literacy. The Department indicatesthat pilot programswould continue and be expanded
that would help to find waysto integrate financial literacy into existing curriculum at various grade
levels. The artifactsthat are developed would be available to districts and schools across the state.

Staff recommendsapprovingtherequest for acontinuation level of funding ($40,000) for this
line item for FY 2008-09. In addition, staff recommends transferring this line item to the
Assistance to Public Schools, (C) Grant Programs, Distributions, and Other Assistance, (IV)
Professional Development and Instructional Support.

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

Administration [New line item]. As discussed more fully in the narrative for the General
Department and Program Administrationlineitem, staff recommendstransferringtothisnew line
item $1,145,439 General Fund and 13.0 FTE responsible for administration of the School
FinanceAct and theColorado Preschool and Kinder garten Program, aswell asauditing school
districtsto ensure compliance with the federal school lunch program, public school transportation,
and English language proficiency programs. Thisamount includes$1,060,459 for personal services,
$38,031 for operating expenses, and $46,949 for travel expenses (including $13,702 requested
through DI #9).

State Shareof Districts' Total Program Funding.

Background Information. The primary source of funding for public schoolsin Coloradoisprovided
pursuant to the Public School Finance Act of 1994, which establishes aper pupil-based formulafor
determining the "total program” funding level for each school district. The formula provides the
same base amount of funding per pupil for every district. Pursuant to Section 17 of ArticlelX of the
Colorado Constitution, the General Assembly is required to provide annual inflationary increases
in base per pupil funding. Specifically, for FY 2001-02 through FY 2010-11, the base per pupil
funding amount must increase annually by at least the rate of inflation plus one percent; for FY
2011-12 and each fiscal year thereafter, the base per pupil funding amount must increase annually
by at least the rate of inflation. For FY 2008-09, base per pupil funding will need to increase from
$5,087.61 to $5,250.41 (3.2 percent), based on an actual inflation rate of 2.2 percent in CY 2007.

The formulaincreases base per pupil funding for each district based on factors that affect districts
costs of providing educational services. The formulaalso provides additional funding for districts
with studentswho may beat risk of failing or dropping out of school. Thus, actual per pupil funding
variesfor each district. Legidative Council staff project that, on average, districts will receive per
pupil funding of $6,881.06 in FY 2008-09 (anincrease of 3.3 percent). Eachindividual district's per
pupil funding is multiplied by its funded pupil count to determine its "total program™ funding.
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Local property and specific ownership taxes provide the first source of revenue for districts' total
program funding, and the remainder is covered by state funds. Property taxes are based on each
district'smill levy and the assessed (taxable) value of property in each district. Specific ownership
taxes are paid on motor vehicles. State funds are then appropriated to fund the balance of districts
total program funding. For FY 2008-09, Legidative Council staff project that local property taxes
and specific ownership taxes will increase by 2.6 percent.

Department Request. The Department's request for school financefor FY 2008-09isbasedonal.4
percent projected increasein the funded pupil count (including (including the statutorily authorized
increase of 3,500 Colorado Preschool and Kindergarten Program half-day sots), a 3.8 percent
increase in the statewide base per pupil funding, and a 2.6 percent increase in available local
revenues. The Department has also submitted a supplemental request and a budget amendment to
adjust the financing of thislineitem for both FY 2007-08 and FY 2008-09. These requests provide
for a5.0 percent increasein the General Fund portion of school finance appropriationsfor FY 2007-
08, and a 5.3 percent increase from FY 2007-08 to FY 2008-09. The following table summarizes
the key components of the Department's requestsfor FY 2007-08 and FY 2008-09 (which includes
increases requested through Decision Item #1) and staff's recommendations for both FY 2007-08
and FY 2008-09.
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FY 07-08 FY 08-09
School Finance: Total Program Current Approp. Requested Approp. Recomm. Approp. Request Recomm.
Funded Pupil Count 768,416.3 760,839.8 760,917.3 771,555.2 771,555.2
Annual Percent Change 2.0% 1.0% 1.0% 1.4% 1.4%
Statewide Base Per Pupil Funding $5,087.61 $5,087.61 $5,087.61 $5,280.94 $5,250.41
Annual Percent Change 4.6% 4.6% 4.6% 3.8% 3.2%
Statewide Average Per Pupil Funding $6,658.37 $6,661.03 $6,661.03 $6,919.16 $6,881.06
Annual Percent Change 4.7% 4.7% 4.7% 3.9% 3.3%
Total Program Funding $5,116,400,811 $5,067,974,797 $5,068,490,332 $5,338,513,109 $5,309,121,089
Annual Percent Change 6.8% 5.8% 5.8% 5.3% 4.7%
Local Share of Districts Tota Program Funding $1,850,072,036 $1,915,779,555 $1,915,779,555 $1,965,507,032 $1,964,994,614
Less: Local taxes foregone as a result of locally
negotiated business incentive agreements $0 $0 $0 $0 ($418,016)
Net local share $1,850,072,036 $1,915,779,555 $1,915,779,555 $1,965,507,032 $1,964,576,598
Annual Percent Change 7.0% 10.8% 10.8% 2.6% 2.5%
State Share of Districts Total Program Funding
(including amount related to BIAS) $3,266,328,775 $3,152,195,242 $3,152,710,777 $3,373,006,077 $3,344,544,491
Annual Percent Change 6.8% 3.0% 3.0% 7.0% 6.1%
Sate Share as % of Districts Total Program 63.8% 62.2% 62.2% 63.2% 63.0%
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For FY 2007-08, staff recommends atotal reduction in state funding of $113,617,998. Thisis
dlightly less of areduction than indicated by staff on January 23, 2008, based on updated information
fromthe Department. Specifically, following theresolution of adispute between Pueblo-60 and one
of itscharter schools, the funded pupil count and the state share of funding are now slightly higher.
Consistent with staff's January recommendation, staff recommends reducing the General Fund
appropriation by themaximum allowableamount ($33,949,953), reducing appr opriationsfrom
the State Public School Fund by $13,400,000 (based on lower than projected federal mineral
lease revenues), and reducing the State Education Fund appropriation by $66,268,045.

For FY 2008-09, staff recommendsproviding atotal of $3,344,544,491 statefunding for school
finance. Staff'srecommendationis based on current law, and the most recent projections provided
by Legidative Council Staff. [Please note that the annual appropriation for school financeis based
on estimates of pupil counts and local property tax revenues. Thus, the annual appropriation
typicaly requires a mid-year adjustment once the actual data is avalable] The staff
recommendationislower than the Department'srequest dueto alower than anticipated inflation rate
(2.2 percent compared to OSPB's projection of 2.8 percent). Thefollowing table summarizes staff's
recommendation, by fund source, in relation to the request. Staff has provided adiscussion of each
funding source following the table.

Sour ces of Funds Appropriated for Public School Finance
(Including Amounts Related to Business | ncentive Agreements)
FY 2008-09
FY 07-08
Recommended Recomm. Annual
Fund Source Appropriation Request Approp. Change

General Fund (including amount appropriated $2,790,546,868 = $2,938,404,252  $2,938,404,252  $147,857,384
for BIAS)

Annual Percent Change 5.0% 5.3% 5.3%
Cash Funds: State Public School Fund (rental
income earned on public school lands) 9,491,876 9,491,876 9,491,876 0

Annual Percent Change 0.0% 0.0% 0.0%
Cash Funds Exempt: State Public School Fund 93,609,000 99,100,000 96,026,807 2,417,807
(federal mineral lease revenues, interest earned
on the Public School Fund, audit recoveries, and
reserves)

Annual Percent Change 2.1% 5.9% 2.6%
Cash Funds Exempt: State Education Fund 259,063,033 326,009,949 300,621,556 41,558,523

Annual Percent Change -13.6% 25.8% 16.0%
Total State Funds (including BIA-related 3,152,710,777 3,373,006,077 3,344,544,491 191,833,714
appropriation)

Annual Percent Change 6.8% 7.0% 6.1%
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Sate Public School Fund. The State Public School Fund (SPSF) is the smallest source of revenue
available for public school finance. The SPSF receives revenues from four primary sources',
discussed below.

1. Federal Mineral Lease Revenues. A portion of federal funds received by the State for sales,
bonuses, royalties, and rentals of public lands within the State are also credited to the SPSF.
These "federal mineral leaserevenues' are primarily derived from coal, gas, and oil, and most
revenues are earned from federal lands on the Western Slope. Due to production and price
changes, federal mineral lease revenues can vary significantly from year to year, and are
therefore difficult to project. Staff has utilized information recently provided by Legislative
Council Staff to estimate federal mineral |ease revenues for FY 2008-09.

2. Interest and Income Earned on the Public School Fund. Section 3 of Article IX of the
Colorado Constitution establishes the "Public School Fund" (often referred to as the
"Permanent” School Fund). Thisfund consistsof proceedsfrom landsthat were granted to the
State by the federal government for educationa purposes (usualy referred to as "state trust
lands' or "public school lands"). The Public School Fund isto remain intact, but pursuant to
aprovision enacted in 1877, the interest earned on the Fund:

"... shall be expended in the maintenance of the school s of the state, and shall
be distributed amongst the several counties and school districts of the state,
in such manner as may be prescribed by law".

Subsequently, voter approval of aninitiated measure in 1996 amended this provision in three
ways.

. The provision now pertains to both interest "and other income" earned on the Fund.

. The General Assembly isnow allowed to establish termsand conditions under which the
State Treasurer may: (a) invest the Fund in school district bonds; (b) use the Fund and
associated earnings to guaranty school district bonds; or (¢) make loans to school
districts.

. The provision now requires that, "Distributions of interest and other income for the
benefit of public schools provided for in [Article IX] shall be in addition to and not a
substitute for other moneys appropriated by the general assembly for such purposes’.

19 Please note that the Department is required to transfer to the SPSF, on a quarterly basis, amounts
appropriated fromthe General Fund for the state share of districts total program funding [ see Section 22-54-
114 (1), C.R.S]. The SPSF thus serves as a flow-through account for much of the state funding for school
finance. Inaddition, the Department isrequiredto transfer half of any unexpended balance at the end of each
fiscal year to the Colorado Comprehensive Health Education Fund. Theseportionsof the SPSF areexcluded
from the above discussion.
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All interest derived from the investment and reinvestment of the Public School Fund isto be
credited to the "Public School Income Fund”, and then periodically transferred to the " State
Public School Fund” [Section 22-41-106, C.R.S.]. Moneys in the State Public School Fund
(SPSF) are then appropriated by the General Assembly for the State's share of districts' total
program funding and other educational programs. Pursuant to S.B. 03-248 [ Section 22-41-102
(3), C.R.S], the maximum amount of interest earningsthat may be expended annually is$19.0
million.

Rental Income Earned on Public School Lands. A portion of rental income earned on public
school lands, including mineral royalties, grazing fees, land sales, timber sales, and interest
earnings, is credited to the SPSF. A portion of rental income is also appropriated to support
the State Land Board, and the remainder istransferred to the Public School Fund. Pursuant to
S.B. 05-196 [Section 36-1-116 (1) (a) (I1), C.R.S], beginning in FY 2005-06, the amount
transferred to the SPSF islimited to $12.0 million.

District Audit Recoveries. The balance of annual revenues to the SPSF come from amounts
recovered by the Department pursuant to school district audits. Prior to FY 1997-98, these
amountswere simply deposited into the General Fund. Theserecoveriesmay declinenow that
the Department is able to identify many student count errors and duplications electronically
during the school year.

Based on the most recent projections of the above-described revenue sources, staff's
recommendation isbased on thefollowing projected revenuestothe State Public School Fund

for FY 2008-09:

Projections of Moneys Availablein the State Public School Fund: FY 2008-09
Description Amount
Projected year-end fund balance, FY 07-08 $3,085,907
Interest earnings (capped statutorily) 19,000,000
Federal mineral lease revenues 74,470,900
Rental income earned on public school lands (capped statutorily) 12,000,000
District audit recoveries 3,000,000
Total funds projected to be available 111,556,807
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Projections of Moneys Availablein the State Public School Fund: FY 2008-09

Description Amount

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

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

Share of Districts Total Program Funding for FY 08-09 105,518,683
Cash funds portion 9,491,876
Cash funds exempt portion 96,026,807
Projected fund balance for FY 2008-09 (based on current accounts receivable) 3,000,000

Staff'srecommended appropriation from the State Public School Fundislower thanthe Department's
request because staff is utilizing more recent projections of federal mineral lease revenues.

Sate Education Fund. The State Education Fund consists of one-third of one percent of incometax
revenues, plus any interest earned on the fund balance. The General Assembly may annually
appropriate moneys from the State Education Fund for a number of education-related purposes,
including complying with the requirement to annually increase base per pupil funding for public
school finance. State Education Fund revenues are not subject to the Taxpayer Bill of Rights
(TABOR) limitation on fiscal year spending, and any appropriation from the State Education Fund
IS not subject to the six percent statutory limitation on state Genera Fund appropriations. Staff
recommendsappropriating atotal of $300,621,556 from the State Education Fund for thisline
item, which issimply the difference between the total recommended appropriationfor thislineitem
and the amounts available from other available fund sources.

General Fund. Although moneysavailablein the State Public School Fund and the State Education
Fund may be used to provide a portion of the funding required for districts' total program and for
categorical programs, the state Genera Fund has always been and will continue to be the primary
source of funding for thispurpose. Currently, the General Fund providesover 88 percent of the state
funding for districts' total program funding.

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

Recent History of Appropriationsfor thlgi:_eESﬁare of Districts' Total Program Funding
State Public
Annual School Fund/ Annual Annual
Fiscal % State Education % %
Y ear General Fund Change Fund Change Total Funds Change

1994-95 $1,393,562,842 $34,016,762 -36.87% $1,427,579,604

1995-96 1,469,655,920 5.5% 56,613,541 66.43% 1,526,269,461 6.91%
1996-97 1,594,123,930 8.5% 53,580,360 -5.36% 1,647,704,290 7.96%
1997-98 1,689,946,178 6.0% 35,647,023 -33.47% 1,725,593,201 4.73%
1998-99 1,776,015,806 5.1% 74,830,202 109.92% 1,850,846,008 7.26%
1999-00 1,887,449,285 6.3% 42,685,306 -42.96% 1,930,134,591 4.28%
2000-01 1,974,673,211 4.6% 73,400,663 71.96% 2,048,073,874 6.11%
Passage of Amendment 23

2001-02 2,073,406,872 5.0% 156,629,363 113.39% 2,230,036,235 8.88%
2002-03 2,137,582,405 3.1% 346,960,158 121.52% 2,484,542,563 11.41%
2003-04 2,247,917,791 5.2% 379,156,261 9.28% 2,627,074,052 5.74%
2004-05 2,342,782,148 4.2% 401,122,658 5.79% 2,743,904,806 4.45%
2005-06 2,480,460,455 5.9% 390,768,821 -2.58% 2,871,229,276 4.64%
2006-07 2,657,663,684 7.1% 403,505,151 3.26% 3,061,168,835 6.62%
200708 2790546868  50% | 362163900 -1025% | 3152710777  2.99%
200509 2038404252  53% | 407285678  12.46% | 3345689930  6.12%

Maintenance of Effort Requirement. Section 17 of Article X of the Colorado Constitution requires
the General Assembly to annually increase the General Fund appropriation for the state share of
districts total program by at |east five percent annually through FY 2010-11. This"maintenance of
effort” requirement, however, does not apply in any fiscal year in which Colorado personal income
grows less than 4.5 percent between the two previous calendar years'. While the maintenance of

1 The determination of whether the maintenance of effort provision appliesto aparticul ar fiscal year isbased
on the Colorado personal income datathat is released in December of that same fiscal year.
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effort requirement did not apply for FY 2002-03 through FY 2004-05, current estimatesindicate that
it will apply for FY 2007-08 through FY 2010-11. [Please note that even though the five percent
maintenance of effort requirement did not apply for FY 2003-04, the General Assembly increased
the General Fund appropriation by more than five percent.]

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

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

Other Legal Requirements. In addition to the General Fund maintenance of effort requirement, two
other provisions place legal limits on the General Assembly's authority to set the level of General
Fund appropriationsfor total program and categorical programs. First, ArticlelX, Section 17 (5) of
the Colorado Constitution states that moneys appropriated from the State Education Fund may not
be used to supplant thelevel of General Fund appropriationsthat existed on December 28, 2000 (the
effective date of Amendment 23) for categorical programs and total program. Thus, General Fund
appropriationsfor categorical programs could bereduced. However, in order to continueto comply
with other provisions of Amendment 23, another source of state funding would need to be
appropriated to offset such areduction (i.e., State Education Fund).

Second, the General Assembly is required to increase base per pupil funding and state funding for
categorical programs by at least inflation plus one percent each year through FY 2010-11, and by
inflation each year thereafter. Thus, the Genera Assembly needs to appropriate an amount of
General Fund for total program each year sufficient to ensure that the General Assembly is capable
of providing the required annual inflationary increases -- both now and in the future.

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

12 pacey Economics Group, " Amendment 23: Economic Modeling for Decision Makers', (February 2001).
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variety of funding scenarios, using different economic assumptions; the primary scenarios are
described below:

. 5.0 Percent Annual General Fund Increases. The model predicted that if General Fund
appropriationsfor school finance only increased by 5.0 percent annually, the State Education
Fund would become insolvent (by FY 2015-16) even if no moneys were appropriated from
the State Education Fund for discretionary purposes.

. 5.6 Percent Annual General Fund Increases. The model predicted that if General Fund
appropriationsfor school financeincreased by 5.6 percent annually, the State Education Fund
would remain solvent unless there was a significant economic slowdown. In addition, the
General Assembly could spend up to $50 million per year from the State Education Fund for
discretionary purposes without adversely impacting the solvency of the Fund (unless there
was a significant economic slowdown).

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

Thus, prior tothe economic downturn, it wasclear that the General Assembly would need to increase
the General Fund appropriation for school finance by more than 5.0 percent to ensure it is capable
of providing therequired funding increases over thelong-term. During the economic downturn, the
Genera Assembly relied heavily on the State Education Fund to allow it to comply with
constitutional funding requirements and mitigate the need for even greater cuts in General Fund
support for other program areas. In subsequent fiscal years, staff projected that General Fund
appropriations for education would need to increase by more than six percent annually to comply
with constitutional funding requirements.

Due largely to the passage of S.B. 07-199 and significant increases in assessed values in certain
counties, staff's projections have changed significantly. Specifically, staff projects that if the
Committee approves staff'srecommendationsin this packet, and if the General Fund appropriations
for school finance areincreased by 5.0 percent annually in futurefiscal years, the General Assembly
will be able to comply with constitutional funding requirements while maintaining a significant
balance in the State Education Fund. Staff hasincluded at Appendix B

General Fund Appropriation Increases Required to Maintain Sate Education Fund Solvency. Staff
has utilized the model originally developed by Pacey Economics Group for the State Auditor to
estimate the impact of various levels of General Fund appropriations on the solvency of the State
Education Fund. The model was recently updated by L egislative Council staff in order to submit a
statutorily-required report to the General Assembly. Subsequently, staff has further updated the
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model to reflect the actual inflation ratefor CY 2007,Legis ative Council staff's estimatesrelated to
funding the School Finance Act for FY 2008-09, aswell as more recent estimates of federal mineral
lease revenues provided by Legidative Council Staff. The updated model now indicates that if
the Committee approvesthe requested level of General Fund for FY 2008-09 (a 5.3 per cent
increase), followed by annual increases of 5.0 per cent, the General Assembly will be ableto
comply with constitutional funding requirementsin futureyearsand avoid a " spike" in the
General Fund appropriationin oneor morefiscal years. Under thisscenario, the State Education
Fund balance would increase by $116.3 million in FY 2008-09, and continue increasing each year
thereafter.

Alternatively, the General Assembly could chooseto increasethe General Fund appropriation by the
minimum allowableamount inboth FY 2007-08 and FY 2008-09 (5.0 percent) and subsequent fiscal
years. This would alow for a reduction of $8,330,041 below the amounts reflected in staff's
recommendations for FY 2008-09. However, this would eliminate any opportunities to free up
Genera Fund in January 2009 should the General Assembly need to fund one or more mid-year
funding increasesin other state agencies. Also, please note that staff's recommendations, aswell as
Appendix B, assume: (a) the Committee will not approve the Department's request to refinance
categorical programs beginning in FY 2007-08; (b) the State will be successful in defending itself
in the recent lawsuit that was filed concerning school finance; (c) Legisative Council staff's
projectionsof revenues, assessed values, and therate of inflation arereasonable; and (d) the General
Assembly will not appropriate additional amounts from the State Education Fund for new or
expanded programs.

Finally, pleasenotethat staff'srecommendation reflectsthe samelevel of appropriation from
the General Fund Exempt Account asin FY 2007-08. Staff will ultimately reflect whatever
amount the Committee appr oves (following release of Legidative Council Staff's March revenue
forecast).

Additional State Aid Related to L ocally Negotiated Business Incentive Agreements. Since
1990", school districts have had the authority to negotiate incentive agreements with new or
expanded businesses as a means of promoting economic development’*. State law allows school
districts, aswell as citiesand counties, to negotiate with taxpayersto forgive up to 50 percent of the
property taxes levied on personal property attributable to a new or expanded business facility. A
school district that negotiates such an agreement is eligible for additiona state aid equal to the
property tax revenues which are foregone as part of the agreement.”® The state "backfill" for

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

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

15 See Section 22-54-106 (8), C.R.S.
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foregone property tax revenues for any single facility is limited to ten years. Pursuant to S.B. 03-
248, however, local school boards have not been allowed to enter into any new businessincentive
agreements since May 22, 2003.

Theannual cost of backfilling for locally-negotiated businessincentive agreements hasranged from
$67,250 in FY 1994-95 to $2,785,645 in FY 2002-03. However, in FY 2002-03, the appropriation
fell $784,157 short of funding the required state aid associated with these agreements. The
Department was thus required to reduce the state aid for all districts by the amount of the shortfall.
Similar recisonswere required in FY 2001-02 ($244,237), and in FY 2003-04 ($393). Pursuant to
S.B. 05-200, however, astatewiderecisionisno longer necessary when the appropriation fallsshort.
Instead, the shortfall only affects those districts that are receiving additional state aid as aresult of
an incentive agreement. The FY 2005-06 appropriation of $1,140,015 fell short by $757,126 (39.9
percent), the FY 2006-07 appropriation of $904,942 fell short by $845,430 (48.3 percent), and the
FY 2007-08 appropriation of $0 is anticipated to fall short by $450,112 (100 percent).

The Department has not requested an appropriation for FY 2008-09 for the additional state aid
required to “backfill” existing agreements. Based on the most recent assessed valuation data, staff
recommendsappropriating $418,016 General Fund for FY 2008-09. Thisamount ispr oj ected
to cover the full amount required to backfill local agreements. The following table lists those
agreements till active, along with the additional state aid estimated to be required to offset property
tax revenues that are foregone as part of such agreements. Similar to the previous line item, the
actual amount required will not be known until January 2008.

Estimated Additional State Aid Required to Offset Property Tax Revenues For egone as a Result of L ocally
Negotiated Business Incentive Agreements (BIAs): FY 2008-09
Assessed Value
School Attributableto | Increasein Percent

County District Company (Term of Agreement) I ncentive State Aid of Total
El Paso Harrison Atmel Corporation

(FY 04-05to FY 10-11) $9,086,949 $86,835  20.77%
El Paso Fountain Front Range Power Co.

(FY 04-05to FY 10-11) 24,996,100 246,012  58.85%
Morgan  Ft. Morgan  Leprino Foods

(FY 04-05to FY 08-09) 2,349,260 31,715 7.59%
Weld Windsor Kodak

(FY 04-05to FY 08-09) 3,959,609 53,455 6.11%
TOTAL 418,017 100.00%

Please notethat the appropriation for thislineitemis considered part of the amount appropriated for
purposes of complying with the General Fund maintenance of effort requirement, discussed above.
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If the Committee choosesto approve the Department request for FY 2008-09 ($0), it will reducethe
total increasein Genera Fund appropriations by $418,017 (0.015 percent).

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

12 Department of Education, Assistance to Public Schools, Public School Finance, State
Shareof Districts Total Program Funding -- Theminimum state aid for fiscal year 2007-
68 2008-09 is established at $131-2% $119.01 per student.

The Public School Finance Act of 1994 indicatesthat “no district shall receive lessin state aid than
an amount established by the general assembly in the annual general appropriation act based upon
the amount of school lands and mineral lease moneys received pursuant to the provisions of article
41 of [Title 22] and section 34-63-102 (2), C.R.S., multiplied by the district's funded pupil count”
[see Section 22-54-106 (1) (b), C.R.S.]. No school districtsare affected by the"minimum stateaid"
factor in FY 2006-07, and none are anticipated to be affected by it in FY 2007-08. [Please note that
thisisdifferent than the minimum per pupil funding referenced in Section 22-54-104 (2) (a), C.R.S]

The minimum per pupil state aid amount identified in thisfootnote is used by both the Department
of Education and Legidative Council staff in calculating the amount of state aid for which each
district is eligible based upon annual public school finance legislation. Staff has calculated the
minimum per pupil state aid for FY 2008-09 as follows:

Interest/ investment earnings on the Public School Fund $19,420,598
Rental income earned on state public school lands 12,000,000
Mineral lease moneys alocated to State Public School Fund 60,398,179
Total estimated revenues $98,818,777
Divided by: Projected statewide funded pupil count (Long Bill) 771,555.2
Minimum per pupil state aid $119.01

Please note that staff has included rental income that is earned on state public school lands in the
above calculation for a number of years. Staff notes that the statutory provision concerning
minimum per pupil state aid does not reference the statutory section that all ocates (up to $12 million
in) rental income earned on state public school landsto the State Public Income Fund [ Section 36-1-
116, C.R.S.]. However, given that the above statutory provision references "school lands and
mineral |lease moneys', staff assumes that it is appropriate to continue to include the rental income
earned on state public school lands that is available for appropriation.
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Staff recommendsincluding thefollowing footnoteasarequest for information, asamended:

Department of Education, Assistance to Public Schools, Public School
Finance, State Shareof Districts Total Program Funding -- The Department
IS requested to provide to the Joint Budget Committee, on or before November
1, 2667 2008, information concerning the Col orado Preschool and Kindergarten
Program. The information provided is requested to include the following for
fiscal year 2006-6+ 2007-08: (a) datareflecting theratio of thetotal funded pupil
count for the Program to the total funded pupil count for kindergarten; (b) data
Indicating the number of three-year-old childrenwho participatedinthe Program;
(c) dataindicating the number of children who participated in the Program for a
full-day rather than a half-day; (d) data indicating the number of Program FTE
used to provide a full-day kindergarten component; and (€) the state and local
shares of total program funding that is attributable to the Program.

This footnote was vetoed by the Governor on the basisthat: (1) it violates the separation of powers
by attempting to administer the appropriation; and, (2) it constitutes substantive legislation. In his
May 2, 2007, |etter tothe General Assembly, however, the Gover nor indicated that hewouldinstruct
the Department to comply to the extent feasible. Further, after the General Assembly overrode all
Long Bill vetoes, the administration reviewed each footnote to deter minewhich could bereasonably
compliedwith given avail ableresour cesand departmental priorities. Totheextent that thisfootnote
could be adhered to without adversely impacting executive branch operations or the delivery of
services, the Governor directed departments to comply pursuant to the August 16, 2007 letter from
thedirector of the Office of Sate Planning and Budgeting to the leader ship of the General Assembly.

Staff recommends eliminating the following footnote:

Pursuant to Section 22-54-104 (5) (c) (I11) (A), C.R.S,, the Legislative Council staff isrequired to
conduct a biennia study concerning the relative cost of living in each school district. The results
of the study are then to be used to adjust each school district's cost of living factor for purposes of
calculating per pupil funding for thefollowing twofiscal years. Thus, theresultsof the current study
will impact funding requirements for FY 2008-09 and FY 2009-10. Thisfootnoteis not necessary
to include in the FY 2008-09 Long Bill.
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(B) Categorical Programs

Description / Constitutional Funding Requirement. Programs designed to serve particular groups
of students (e.g., students with limited proficiency in English) or particular student needs (e.g.,
transportation) have traditionally been referred to as "categorical” programs. Unlike public school
finance funding, there is no legal requirement that the General Assembly increase funding
commensuratewiththenumber of studentseligiblefor any particul ar categorical program. However,
Section 17 of Article IX of the Colorado Constitution requires the General Assembly to increase
total state funding for all categorical programs annually by at least the rate of inflation plus one
percent for FY 2001-02 through FY 2010-11, and by at least the rate of inflation for subsequent
fiscal years. For example, based on the actual inflation ratefor calendar year 2007 (2.2 percent), the
General Assembly is required to increase state funding for categorical programs by at least $6.7
million (3.2 percent) for FY 2008-09.

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

Increasesin State Funding for Categorical Programs
FY 2007-08
Appropriation, Changein Annual Appropriation of State
Long Bill Lineltem as Amended Funds Since FY 2000-01

Specia education - children with disabilities $121,980,438 $50,469,665 70.6%
English language proficiency program 7,201,113 4,099,515 132.2%
Public school transportation 44,215,305 7,293,078 19.8%
Colorado Vocational Act distributions 21,208,319 3,415,469 19.2%
Special education - gifted and talented children 7,997,177 2,497,177 45.4%
Expelled and at-risk student services grant program 6,340,676 551,869 9.5%
Small attendance center aid* 961,817 13,677 1.4%
Comprehensive health education 600,000 0 0.0%
Total $210,504,845 $68,340,450 48.1%

* Although funding provided for small attendance center aid has declined since FY 2000-01, the amount appropriated
for FY 2007-08 is estimated to be sufficient to fully fund the program.

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

A description of each categorical program lineitemisprovided below, including adescription of the
funds available -- other than state funds -- for each program. A discussion and recommendations
related to the constitutionally required funding increasefor thisgroup of programsfor both FY 2007-
08 and FY 2008-09 follows, beginning on page 96.

(1) District Programs Required by Statute

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

In addition to total program funds districts receive to provide educational services to children with
disabilities (including three- and four-year-old children'), districts are statutorily eligibleto receive
reimbursement for additional costsincurredin providing educational servicesto school-agechildren
with disabilities. These reimbursements are subject to available appropriations. For FY 2006-07,
the Department all ocated thefollowing amountsto administrative unitsand state-operated programs:

State Funding $ 115,953,326
Federal IDEA, Part B Grant 124,738,515
Federal IDEA, Part B, Section 619 Grant (Preschool) 3,726,919
Total: SFY 2006-07 244,418,760

Federal funds are generally allocated based on the total number of elementary and secondary
students within the boundaries of each administrative unit, with a portion of the funding allocated
based on the number of children living in poverty. Pursuant to H.B. 06-1375, the Department
allocated state funds among units as follows for FY 2006-07:

16 pyursuant to Section 22-54-103(10)(d), C.R.S., three- and four-year-old children with disabilities are
counted as half-day pupils.
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. Administrative units received $1,250 for each child with a disability who was reported on
the December 2005 (prior year) specia education count. [$103.9 million for FY 2006-07]

. Administrative units received an additional $6,000 per student for a percentage of the
children reported on the December 2005 count with the following disabilities: significant
limitedintellectua disability, significant identifiable emotional disability, hearing disability,
vision disability, deaf-blind, autism, traumatic brain injury, and multiple disabilities. The
percentage is determined by the appropriation. [$9.6 million for FY 2006-07]

. Administrative units received grants for reimbursement of high costsincurred in providing
specia education services to a child in the preceding fiscal year. For FY 2006-07, "high
costs" were considered those exceeding $40,000. These grants were distributed based on
recommendations from the Colorado Special Education Fiscal Advisory Committee, taking
into consideration the magnitude of the high costsincurred by aunit in relation to its budget.
[$2.0 million for FY 2006-07]

. A total of $402,000 was allocated to reimburse administrative units for excess costs paid to
eligible facilities within the unit's boundaries for students with disabilities: (a) for whom
parental rights have been relinquished or terminated; (b) the parents of whom are
incarcerated or cannot be located; (c) the parents of whom reside out of the state but the
Department of Human Services has placed such children within the administrative unit; or
(d) who are legally emancipated.

The Department's $281.6 million request represents a 2.5 percent increase in total funding when
compared to the FY 2007-08 appropriation. The Department's request includes $99.6 million
General Fund, $29.2 million from the State Education Fund, and $98,768 cash funds exempt and 0.5
FTE funded from a transfer from the Department of Human Services, Division of Vocational
Rehabilitation. The request aso includes $152.7 million in federal funds that are anticipated to be
available to reimburse administrative units and support 64.5 federally-funded Department FTE.

Staff recommends approving the Department's request with respect to federal funds, cash
funds exempt transfers, and Department staff. Staff's recommendation related to state funding
isdiscussed at the end of this section.

English L anguage Proficiency Program. Pursuant to thefederal No Child Left Behind Act [Title
[l - Language Instruction for Limited English Proficient and Immigrant Students], the federal Civil
Rights Act of 1964 [Title V1], and the English Language Proficiency Act [Article 24 of Title 22,
C.R.S], didtricts are required to identify and provide programs for students whose dominant
languageisnot English. The Department previously provided datadetailing the number of students
eligible for state funding as well as the number receiving English language learner (ELL) services
who are not eligible for state funding, by grade level. This dataindicated that the largest numbers
of students are receiving ELL servicesin preschool through third grade (46 percent).
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Some federal funding is available for such programs (an estimated $11.3 million for FY 2007-08),
and the State provides assistance to districts through two mechanisms. First, districts receive "at-
risk" funding through the School Finance Act for students whose dominant languageisnot English.
Second, districtsreceivefunding through the English Language Proficiency Act (ELPA) for students
whose dominant language is not English. This ELPA funding, however, is limited to a maximum
of two years per student. For FY 2006-07, the Department of Education distributed $6.1 millionin
state EL PA funding to 143 school districts for 71,582 eligible students. Nearly two-thirds of state
funding is provided for students in kindergarten through third grade.

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

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

. The remaining 25 percent of the appropriated is to be distributed to districts that serve
students whose dominant language is difficult to determine as they speak and comprehend
limited English and at | east one other language. Annual per eligiblestudent funding for these
types of students may not exceed $200 or 10 percent of the state average per pupil operating
revenues for the preceding year, whichever is greater.

TheDepartment's$18.7 million request representsa 1.3 percent increasein total funding. The
Department'srequest includes$4.7 million General Fund, and $2.8 million from the State Education
Fund. The request also includes $18.7 million in federal funds that are anticipated to be available
and would support 4.6 FTE.

Staff recommends approving the Department's request with respect to federal funds and
Department staff. Staff's recommendation related to state funding is discussed at the end of this
section.

(I1) Other Categorical Programs

Public School Transportation. Pursuant to Section 22-32-113, C.R.S., a school district may
provide transportation for students to and from school. However, a school district must provide
transportation for students who fall under the federal Individuals with Disabilities Education Act
or Section 504 of the federal Rehabilitation Act of 1973, as well as homeless students. The
Department indicates that with the exception of one district (San Juan - Silverton), all districts
provide transportation services. Statewide, over 40 percent of students are transported. School
districtsemploy afleet of over 6,200 buses and small vehiclestraveling approximately 50.4 million
miles each year.
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State funding is provided to reimburse school districtsfor aportion of the costsincurred to transport
students. Pursuant to Section 22-51-104, C.R.S., and subject to available appropriations, each
district is eligible to receive reimbursement equal to $0.3787 per-mile-traveled plus 33.87 percent
of itstotal transportation-related costs (excluding capital outlay expenses) in excess of the per-mile-
traveled reimbursement. Districts are authorized to generate additional local revenues to support
thelr transportation programs via an additional mill levy or atransportation user fee. While voter
approval isrequired to levy additional taxes, asof FY 2005-06, adistrict isallowed to impose auser
fee without prior voter approval. Six districts have received voter approval to levy separate millsto
generate additional local revenues®, but no district hasimposed a separate user fee. In years when
the appropriation does not fully fund the maximum allowable reimbursement, the Department
prorates reimbursements accordingly.

The Department's $45.3 million request includes $38.1 million General Fund, $6.8 millionfromthe
State Education Fund, and $450,000 cash funds exempt from the State Public School Transportation
Fund. The latter fund consists of moneys that are recovered by the Department when it identifies
a transportation-related overpayment to a district. The requested appropriation would allow the
Department to re-distribute moneysthat arerecovered inthe current fiscal year in FY 2008-09. Staff
recommends approving the Department's request with respect to the State Public School
Transportation Fund. Staff's recommendation related to state funding is discussed at the end of
this section. Finally, as discussed earlier in this document, staff recommendsreflecting the 2.0
FTE whoaresupported by thislineitem, rather than in theGeneral Department and Program
Administration lineitem (viafunds transferred from this line item).

Transfer to the Department of Higher Education for Distribution of State Assistance for
Vocational Education. The State Board for Community Colleges and Occupational Education is
responsiblefor approving vocationa education programs, aswell asdistributing statefundsto school
districts with students enrolled in approved vocational education programs. The Colorado
Commission on Higher Education indicates that roughly 93 percent of school districts provide
vocational educational opportunitiesto their students.

The state funds appropriated pursuant to the Colorado Vocational Act are distributed to school
districts to partially reimburse related personnel, books and supplies, and equipment for approved
programs. Specifically, state funding is available to adistrict if its approved vocational education
program cost per full-time equivalent student exceeds 70 percent of the district's per pupil operating
revenues for the samefiscal year. A district is€eligible to receive reimbursement for 80 percent of
the first $1,250 in "excess costs' incurred, and 50 percent of any excess costs above $1,250.

Each participating district isrequired to estimate program costs and enrollments at the beginning of
each school year, and actual cost data at the end of the school year. Districts receive funding
guarterly based on such estimated figures. Any difference between adistrict's estimated and actual

Y Districtsinclude: Eagle, Gilpin, Grand - West Grand, Rio Blanco - Rangely, San Miguel - Telluride, and
Summit.
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costs is added or subtracted from the first quarterly payment in the following fiscal year. If the
appropriationisinsufficient to fully fund the amount districtsare eligible to receive, the Department
of Higher Education prorates distributions accordingly.

The Department's $21.5 million request includes $18.3 million General Fund and $3.1 millionfrom
the State Education Fund. Staff's recommendation related to state funding is discussed at the end
of this section.

Special Education - Gifted and Talented Children. Thestate Exceptional Children'sEducational
Act defines gifted students as those whose "abilities, talents, and potential for accomplishmentsare
so outstanding that they require special provisionsto meet their educational needs' [ see Section 22-
20-103(3.7), C.R.S]. Unlikeproviding educational servicesfor childrenwith disabilities, Colorado
school districts are not required to provide special educational services for gifted and talented
children. Pursuant to Section 22-20-104.5, C.R.S., however, each administrative unit isrequired to
adopt and implement a program to identify and serve gifted children; the planisto be implemented
"to the extent that funds are provided for theimplementation”. Funding that isprovided by the state
for gifted and talented programs are to supplement, not supplant, programs for students with
disabilities.

For FY 2006-07, the Department allocated $7.5 million to administrative units. State distributions
may be used for teacher salaries, staff training and development, and activities, materials and
equipment associated with the education of gifted students. In order to receive funding, a district
or board of cooperative service must submit a complete and thorough plan for gifted and talented
education programming. The Department has established a formula for distributing funds that
allocatesfundson aper-student basis, while ensuring that each administrative unit receivesthe same
base amount of funding each year (based on FY 2002-03 funding levels). Another $500,000 will be
used to support ten gifted education regiona consultants and professional development.

The Department's $8.0 million request includes $7.1 million General Fund and $0.9 million from
the State Education Fund. Staff's recommendation related to state funding is discussed at the end
of this section.

Expelled and At-risk Student Services Grant Program. Thisprogram, first fundedin FY 1997-
98, provides grants to school districts, to boards of cooperative services, to charter schools,
alternative schools within school districts, to nonpublic, nonparochia schools, and to pilot schools
(established pursuant to Section 22-38-101 et seq., C.R.S.) for the provision of educational services
to expelled students and to students at risk of being suspended or expelled. The Department
evaluates grant applications received, and the State Board of Education approves annual grant
awards. The Department places strong emphasison research-validated programs and strategies, and
programs are required to show significant district support for program sustain ability after grant
funding ends. The Board isrequired to award at |east 45 percent of the moneys to applicants who
provide educational servicesto studentsfrom morethan oneschool district. The Department awards
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grantson arolling basis (i.e., when one grant is completed, the funding is reall ocated to fund anew
award).

The Department's request for atotal of $6.7 million for FY 2008-09 includes $5.8 million General
Fund and $0.5 million from the State Education Fund. The Department requests continuation of the
1.0 FTE that wasapproved for FY 2007-08. Staff hasincluded arecommendation related tothis
staff position below, and staff's recommendation rel ated to state funding for the grantsis discussed
at the end of this section.

Summary of Recommendation:
Expelled and At-risk Student Services Grant Program
Total FTE

Description Funds
Personal services portion of FY 07-08 Long Bill appropriation $52,000 1.0
Salary survey awarded in FY 07-08 0
80% of Performance-based pay awarded in FY 07-08 0
Base reduction (1.0% for lines with 20.0+ FTE) 0
Subtotal: Continuation personal services 52,000 1.0
Operating expenses and capital outlay portion of FY 07-08 Long
Bill appropriation 3,505
Eliminate one-time capital outlay funding (3.005)
Subtotal: Continuation operating expenses 500
Grant awards portion of FY 07-08 Long Bill appropriation 6,285,171
Increase in grant funding 3,005
Subtotal: Grant awards 6,288,176
Recommended FY 08-09 appropriation 6,340,676 10

Small AttendanceCenter Aid. Pursuant to Section 22-54-122, C.R.S., school districtsthat operate
aschool with fewer than 200 pupilsthat islocated twenty or more milesfrom any similar school in
the samedistrict are eligible to receive additional state funding to offset the unique costs associated
with operating such schools. The amount of additional state aid that adistrict iseligible to receive
is based on the number of eligible schoolsit operates, the number of pupilsin each eligible school,
and thedistrict's per pupil funding. Similar to other categorical programs, whether a school district
eligiblefor Small Attendance Center Aid actually receives the maximum reimbursement allowable
IS subject to appropriation:
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The general assembly shall appropriate annually an amount for small attendance
center aid to be distributed pursuant to the formulain subsection (2) of this section.
In the event the amount of money appropriated by the general assembly isless than
the amount of aid authorized by this section to all districts, the amount to be
distributed to each school district shall bein the same proportion asthe amount that
the appropriation bears to the total amount of aid for all districts. [Section
22-54-122 (3), C.R.S]

However, the amounts appropriated annually since FY 1998-99 have provided adequate funding to
reimburse eligible districts for the full amount statutorily allowed.

Theoriginal FY 2007-08 appropriation was based on an estimate of the number of districtsand small
attendance centers that would be eligible to receive additional state funding under the statutory
formula. The Committee recently approved amid-year decrease of $18,484 for thislineitem based
on actual pupil countsfor eligible districts and small attendance centers. The Department requests
$986,308, which matchestheinitial FY 2007-08 appropriation. Staff recommendsappropriating
$943,333 for FY 2008-09, which matchesthe adjusted FY 2007-08 appropriation.

Comprehensive Health Education. The Colorado Comprehensive Health Education Act of 1990
encourages every school district to provide apre K-12th grade planned, sequential health education
program. The program stresses parental and community involvement, and parents have theright to
exempt students from any or all of the health education program. Thisline item provides funding
for the Department to all ocate funds among school districts and BOCES seeking funding for alocal
comprehensive health education program. The Department of Education is to work with the
Department of Public Health and Environment to review applicationsfor statefunding, and the State
Board of Education is to allocate available funds. Grants to implement a pre K-12th grade
comprehensive health education program are available in three year cycles. The next application
period begins this Spring.

The Department requests a continuation level of funding ($600,000), including $300,000
General Fund and $300,000 from the Comprehensive Health Education Fund (the Fund).
Staff recommendsapproving therequest, with oneexception. The Fund consistsof fifty percent
of any moneys that were appropriated from the State Public School Fund and were not spent (i.e.,
half of any reversionsof appropriationsfor total program), aswell asany gifts, grants, and donations.
The revenues to this fund are unpredictable. Given a significant increase in revenues to the Fund
in FY 2006-07, staff recommends appropriating $500,000 from the Fund, and only $100,000
General Fund for FY 2008-09.

Supplemental Funding Request for FY 2007-08. The Office of State Planning and Budgeting
submitted a supplemental request concerning categorical programs on February 14, 2008. The
request is essentially a refinancing in order to free up General Fund for both FY 2007-08 and FY
2008-09. Specifically, the request is to reduce General Fund appropriations for five categorical
programs by atotal of $7,977,565, and to increase appropriations from the State Education Fund by

04-Mar-08 96 Education-figset



the same amounts. Thus, this request does not affect the amount of funding available for these
categorical programs. The Officeof State Planning and Budgeting then requeststhat thisadjustment
carry forward to FY 2008-009.

Staff does not recommend approving the request because it does not meet supplemental
criteria. However, staff notes that the General Assembly could choose to make the financing
adjustments requested for FY 2007-08, and/or for FY 2008-09. The only restriction governing the
financing of categorical programsis that moneysin the State Education Fund "shall not be used to
supplant thelevel of general fund appropriationsexisting ontheeffectivedateof [Articlel X, Section
17 of the Colorado Constitution] for total program...and for categorical programs®. Thus, General
Fund appropriationsfor categorical programsmay not fall below $141,765,474. Currently, General
Fund appropriationsfor categorical programstotal $182,665,025. Thus, the General Assembly could
reduce General Fund appropriationsby up to $40,899,551. Please notethefollowing considerations,
however:

. In FY 2004-05, the General Fund appropriation for categorical programs was at the same
level that existed when Amendment 23 was adopted. Over the course of FY 2005-06 and
FY 2006-07, (primarily after the passage of Referendum C), the General Assembly
appropriated an additional $32,866,481 General Fund for categorical programs. Thus, the
majority of the $40.9 million General Fund that could be refinanced was added due to the
passage of Referendum C.

. The more the General Assembly chooses to refinance now, the lessthat will be availablein
the future in the event of an economic downturn, an unfavorable lawsuit outcome, etc.

. If the General Assembly chooses to refinance categorical programs for FY 2007-08 and/or
for FY 2008-09, the State Education Fund balance will be reduced commensurately each
fiscal year.

Allocation of Required Funding Increase for FY 2008-09. As noted earlier, Section 17 of Article
IX of the Colorado Constitution requiresthe General Assembly to increasetotal statefunding for all
categorical programs annually by at least the rate of inflation plus one percent for FY 2008-09.
Based on an actual inflation rate of 2.2 per cent for CY 2007, the General Assembly isrequired
to provide an additional $6,736,155 state fundsfor categorical programsfor FY 2008-09 The
Genera Assembly determines on an annual basis how to allocate the required increase among the
various categorical programs.
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In December 2006, staff recommended that the Committee consider at least four factors when
allocating state funds among categorica programs:

1. Are districts statutorily required to provide the services?

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

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

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

Staff's December 6, 2007, briefing provided the Committeewith updated information related to each
of these factors (see pages 55 through 61). Based on the above criteria, staff again recommends
using the gaps between the sum of state and federal funding, and actual district expenditures, to
allocate state funding increases among categorical programs. This results in the following
prioritization:

Specia Education-Children with Disabilities (51% of new funds)
English Language Proficiency Programs (21% of new funds)
Public School Transportation (18% of new funds)

Colorado Vocational Act Distributions (7% of new funds)

Gifted and Talented Programs (3% of new funds)

The Department's budget request for FY 2008-09 includes arequest (Decision |tem #2) to increase
appropriations from the State Education Fund for categorical programs by $7,999,185 to provide a
3.8 percent increase in state funding. Staff recommends approving the request, but using the
actual rateof inflation (2.2 per cent). Onthenext page, staff has provided atable summarizing the
allocation recommended by staff, the all ocation requested by the Department, as well as two other
options for discussion purposes.

04-Mar-08 98 Education-figset



Required Increase in State Funding for Categorical Programsfor FY 2008-09

Examples of Optionsfor Allocating Required Increase

Description of Potential Allocation Options:

FY 07-08 A: Staff B: OSPB
Long Bill Line Item Approp. Recomm. % Request % C % D %
Specia education - children with ; H :
disabilities $121,980438 | $3435439 |  28% | $6794,288 | 56% | $4690583 i 3.8% | $3931,874 |  3.2%
English language proficiency program 7219597 | 1414593 |  19.6% 256,704 |  3.6% 277619 | 3.8% 232714 | 32%
Public school transportation 44215305 | 1,212508 |  2.7% 656,742 |  15% 972,737 | 22% | 1414890 i = 3.2%
Colorado Vocational Act distributions 21,208,319 471531 1 2.2% 266,960 |  1.3% 466583 | 2.2% 678,666 |  3.2%
Special education - gifted and talented ; 5 5
children 7,997,177 202,085 i 2.5% 0f 00% 175938 | 2.2% 255910 i  3.2%
Expelled and at-risk student services grant : :
program 6,340,676 0f  00% 0f 00% 139495 | 2.2% 202002 i 3.2%
Small attendance center aid 943,333 0f  00% 24491 | 2.6% 0! 00% 0f  00%
Comprehensive health education 600,000 0f  00% 0{ 00% 13200 | 22% 19,200 | 3.2%
Totals (may not sum due to rounding) 210,504,845 | 6,736,155 | 7,099,185 |  38% | 6,736,155 | 6,736,155 |

. Staff recommendation (described on page 98)
. Official request submitted through the Office of State Planning and Budgeting.
. Provide a3.8 percentincreasefor servicesfor childrenwith disabilitiesand English language proficiency programs, and a2.2 percent increase

for al other programs except Small attendance center aid.

. Provide the same percent increase to all programs except small attendance center aid.
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LONG BILL FOOTNOTES
Staff recommendscontinuingthefollowingfootnoteasarequest for infor mation, asamended:

Department of Education, Assistanceto Public Schools, Categorical Programs;
and Department of Higher Education, Division of Occupational Education,
Colorado Vocational Act Distributions pursuant to Section 23-8-102, C.R.S. --
The Department of Education is requested to work with the Department of Higher
Education and to provideto the Joint Budget Committee information concerning the
distribution of state funds available for each categorica program excluding grant
programs. Theinformation for special education - children with disabilities, English
language proficiency programs, public school transportation, Colorado Vocational
Act distributions, and small attendance center aid is requested to include the
following: (a) a comparison of the state funding distributed to each district or
administrative unit for each program in fiscal year 2006-6# 2007-08 and the
maximum alowable distribution pursuant to state law and/or State Board of
Education rule; and (b) acomparison of the state and federal funding distributed to
each district or administrative unit for each programin fiscal year 2665-66 2006-07
and actual district expenditures for each program. The information for special
education services- gifted and talented children isrequested to include acomparison
of the state funding distributed to each district or administrative unit for each
program in fiscal year 2085-66 2006-07 and actual district expenditures.

Thisfootnote was vetoed by the Governor on the basisthat: (1) it violates the separation of powers
by attempting to administer the appropriation; and, (2) it constitutes substantive legislation. Inhis
May 2, 2007, | etter to the General Assembly, however, the Gover nor indicated that hewouldinstruct
the Department to comply to the extent feasible. Further, after the General Assembly overrode all
Long Bill vetoes, the administration reviewed each footnote to deter mine which could bereasonably
compliedwith given availableresourcesand departmental priorities. Totheextent that thisfootnote
could be adhered to without adversely impacting executive branch operations or the delivery of
services, the Governor directed departmentsto comply pursuant to the August 16, 2007 letter from
thedirector of the Office of Sate Planning and Budgeting to the leader ship of the General Assembly.

This is a request for information that alows staff to inform the Committee concerning the
"adequacy" of existing funding for each program.
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(C) Grant Programs, Distributions, and Other Assistance [Renamed]
(I) Health and Nutrition [New subsection heading]

Federal Nutrition Programs[New lineitem]. Staff recommendsreflecting all federal funding
that isavailablefor nutrition programs (an estimated $96 million for FY 2008-09), alongwith
the staff that are supported by a portion of that funding (7.1 FTE), in a separatelineitem in
this new subsection of the L ong Bill. These amounts are currently included in the "Appropriated
Sponsored Programs® line item. As described earlier in this document, staff also recommends
transferring the statefunding that supports0.9 FTE of the8.0 FTE staff responsiblefor administering
nutrition programs from the General Department and Program Administration line item.

State Match for Federal School Lunch Program. The National School Lunch Program, which
is administered by the Food and Nutrition Service of the U.S. Department of Agriculture, was
createdin 1946. The program allows public or private non-profit schoolsand public or private non-
profit residential child care facilities to receive cash subsidies and donated commodities from the
U.S.D.A. for each meal they serve. Participating schools and facilities must serve meals that meet
certain federal requirements and they must offer free or reduced price lunches and after school
snacksto eligible children.

Specificaly, meals must be free to children whose families are at or below 130 percent® of the
federal poverty level, and offered at a reduced price (up to $0.40 per meal) to those with families
between 130 percent and 185 percent of the federal poverty level. Children from families with
incomes above 185 percent of the federal poverty level must pay full price, but their meals are still
subsidized to some extent. For FFY 2007-08, participating schools and facilities receive:

. $2.47 for each free lunch;

. $0.68 for each free snack;

. $2.07 for each reduced price lunch;
. $0.34 for each reduced price snack;
. $0.23 for each full price lunch; and
. $0.06 for each full price snack.

Schoolswith ahigh percentage of low-income children may also qualify for higher reimbursement
rates. In addition, participating schools and facilities are entitled to receive commodity foods for
each meal served. Participation in the federa program has increased steadily since 1946. In
Colorado, school districts and child care facilities received about $83.4 million to serve 364,556
children in FFY 2006-07.

18 For the period July 1, 2007, through June 30, 2008, 130 percent of the poverty level is$26,845 for afamily
of four; 185 percent is $38,203.
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Under federal law, states must comply with a maintenance of effort (M OE) requirement in order to
receive a portion of federal funds available through the National School Lunch Program. Colorado
must comply with a $2,472,644 M OE requirement or risk losing about $11 million of the federa
funds available through the program annually. Prior to FY 2001-02, a portion (approximately 80
percent) of Colorado's M OE was met by counting "unrecovered indirect costs'. Specifically, school
districtsin Colorado havenot historically recovered the maximum all owableamount of federal funds
to cover theindirect costs of operating aschool lunch program. Federal fundsthat could have been
used for indirect expenses have instead been spent directly on districts school lunch programs.

Pursuant to S.B. 01-129, the General Assembly isnow required to appropriate by separate lineitem
an amount to comply with the MOE requirement for National School Lunch Program [see Section
22-54-123, C.R.S|]. The state matching fundsare allocated by the Department among participating
school districts. Districts may only use funds provided by this line item for the school lunch
program, and districtsthat have previously used their own general fund moneys to subsidize school
lunch service are not allowed to use moneys received from this line item to supplant that level of
subsidy. Senate Bill 01-129 included an appropriation of $2,472,644 from the State Public School
Fund for FY 2001-02, and the General Assembly has appropriated the same amount annually in
subsequent fiscal years. Subsequently, thefederal government hasindicated that statesare required
to meet the M OE requirement each school year asacondition of the state'srecei pt of federal "generd
cash assistance" funds, and theintent of thisrequirement isthat aminimum amount of staterevenues
be provided to supplement the federal funds provided to schools to support the overall aim of the
National School Lunch Program (which is to provide lunches to children in school). States are
required to "ensure that State revenues, and State revenues only, can be shown to have been
transferred into the school food service accountsof participating schools, or that school food service
expenses have been borne by State revenues where these are to be counted in meeting the revenue
match".

Staff thusrecommendsapprovingtheDepartment'srequest for acontinuation level of funding
($2,472,644). Pursuant to federal law [Title 42, Chapter 13, Section 1756, Subsection (1) (a), U.S.
Code] and the associated federal regulations [Title 7, Chapter 11, Part 210, Subpart D, Section
210.17, Subsection (d), U.S. Code of Federal Regulationg], in order to comply with the MOE
requirement, state moneys must be appropriated or used specifically for National School Lunch
Program purposes (excluding state-level administrative expenses). It appears clear that the State
would risk thelossof about $11 millioninfederal fundsif thisappropriation were eliminated. Staff
recommends continuing to reflect this appropriation as cash funds -- rental income earned on public
trust lands.

School Breakfast Program. Thefederal school breakfast program, administered by the Food and
Nutrition Service of the U.S. Department of Agriculture, began asapilot program in 1966 and was
made permanent in 1975. Similar to thefederal School Lunch Program, public or private non-profit
schools and public or private non-profit residential child care facilities may participate in the
program. Participating schools and facilities receive federal subsidies for every meal they serve.
Participating schools and facilities must serve breakfasts that meet certain federal requirementsand
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they must offer free or reduced price breakfaststo eligiblechildren. Specifically, mealsmust befree
to children whose families are at or below 130 percent of the federal poverty level, and offered at a
reduced price (up to $0.30) to those with families between 130 percent and 185 percent of thefederal
poverty level. Children from families with incomes above 185 percent of the federal poverty level
must pay full price, but their meals are still subsidized to some extent. For FFY 2007-08,
participating schools and facilities receive:

. $1.35 for each free breakfast;
. $1.05 for each reduced price breakfast; and
. $0.24 for each full price breakfast.

Schoolsmay a so qualify for higher "severe need" reimbursements (up to $0.24 higher) if aspecified
percentage of their breakfasts are free or reduced price. Participation in the federal program has
increased steadily since 1970. In Colorado, school districts and child care facilities received about
$18.6 millionto serve 90,710 childrenin FFY 2006-07. Thefollowing tabledetails school breakfast
program participation in recent years.

School Breakfast Program Participation
Ratio of
Children Children Participation in

Federal | Participatingin Annual Participating in Annual Breakfast Comparable

Fiscal | School Breakfast % School Lunch % Program to National

Y ear Program Change Program Change | Lunch Program Ratio
2002 61,666 325,715 18.9% 29.1%
2003 66,496 7.8% 327,775 0.6% 20.3% 29.7%
2004 74,332 11.8% 335,266 2.3% 22.2% 30.7%
2005 78,172 5.2% 336,565 0.4% 23.2% 31.6%
2006 86,001 10.0% 347,945 3.4% 24.7% 32.4%
2007 90,710 5.5% 364,556 4.8% 24.9% 33.2%

Pursuant to H.B. 02-1349, as amended by S.B. 03-183 [ Section 22-54-123.5, C.R.S|], the General
Assembly, may appropriate by separate line item an amount to assist school districts and Institute
charter schools that are providing a school breakfast program through participation in the federal
School Breakfast Program. The Department of Education is required to allocate the state funds
among participating school districts, and school districts are required to use the state moneys to
create, expand, or enhance the school breakfast program in each low-performing school of the
receiving district with the goal of improving the academic performance of the students attending
such schools.

The Department has requested a continuation level of funding for FY 2008-09. Staff recommends
approvingtherequest for $500,000 General Fund. [Please note that pursuant to S.B. 06-127, for
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FY 2006-07 and FY 2007-08, if the General Assembly appropriated $500,000 or more for this
purpose, the Department was required to use $150,000 of the appropriation to fund the Fresh Fruits
and Vegetables Pilot Program (created in Section 22-82.5-105, C.R.S.). This pilot program is
repealed January 1, 2009.]

Smart Start Nutrition Program Fund.

Smart Start Nutrition Program.

SenateBill 07-59 created the Smart Start Nutrition Programto eliminate the amount paid by students
participating in the federal School Breakfast Program who are eligible for reduced-price meals
(Section 22-82.7-101 et seq., C.R.S.). Other objectives of the program include increasing the
number of students who consume a nutritious breakfast each day, decreasing statewide health care
costs by improving the health of school-age children, and lessening students' risk of obesity by
providing nutritious breakfast options. This act requires the General Assembly to annually
appropriate at least $700,000, but not more than $1,500,000, to the newly created Smart Start
Nutrition Program Fund for such purpose. The Department isauthorized to spend up to one percent
of moneys appropriated from the Fund to cover associated administrative costs. The act included
an appropriation of $700,000 Genera Fund to the Smart Start Nutrition Program Fund, along with
a commensurate amount of cash funds exempt spending authority out of such fund.

The Department requests a continuation level of funding ($700,000 General Fund and $700,000 in
cash funds exempt spending authority) for FY 2008-09. Staff recommendsapprovingtherequest
for $700,000 Gener al Fund (theminimum amount allowableby statute), but staff recommends
providing $670,000 cash funds exempt spending authority. The Department indicates that it
expended $250,441 through December 2007 for this program, and it anticipates spending atotal of
$576,332 for FY 2007-08 (leaving a fund balance of about $123,600). Data provided by the
Department indicates that while the number of free and full priced breakfast meals served increased
by 10.4 percent from October 2006 to October 2007, the number of reduced price meals (provided
for freein 2007 pursuant to this program) increased by 36.0 percent. The Department provided two
projections of expenses for FY 2008-09, assuming either a ten or fifteen percent increase in the
number of reduced price meals served. Evenif reduced price measincrease by 15 percent over the
total anticipated for FY 2007-08, the Department would only spend about $663,000. Staff thus
recommends authorizing the Department to spend $670,000 out of the Smart Start Nutrition Program
Fund for FY 2008-09, including up to $6,766 for administrative costs and $663,234 to provide free
breakfasts.

NOTE: Please notethat if thisact had not specified aminimum General Fund appropriation level,
the General Assembly could choose to appropriate $546,332 General Fund for FY 2008-09 rather
than $700,000. The Department could utilize the projected fund balance for the remainder of the
$670,000 anticipated to be required for FY 2008-09.

S.B. 97-101 Public School Health Services. Pursuant to Section 25.5-5-318, C.R.S. (S.B. 97-101),
school districts, boardsof cooperative services(BOCES), and state K-12 educational institutionsare
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authorized to be reimbursed through Medicaid for health care services" provided to Medicaid-
eligible students. In order to do so, districts and BOCES must certify local expenditures on health
care servicesin order to claim and receive federal Medicaid funding.

Districts are required to use the Medicaid funds received to provide student health care services.
Each district isrequired to develop alocal services plan that identifies the types of health services
needed by students and the services it plans to provide. Districts spend the Medicaid funds for a
variety of health-related purposes. The mgority of funds are spent: providing nursing and other
health clinic services; providing mental health services; providing speech, language, and vision
services, providing physical and occupationa therapy services, for health-related materials,
equipment, and supplies; and conducting health insurance outreach activities (for Medicad and
CHP+).

The Department of Health Care Policy and Financingisresponsiblefor the Medicaid billing aspects
of the program, including devel oping regul ationsand administrative gui delinesfor submitting claims
and contracting with individual districts. The Department of Educationisresponsiblefor providing
technical assistanceto districtsin meeting administrative requirementsand devel oping local service
plans. Up to ten percent of the federal Medicaid funds that districts "earn” may be used to cover
administrative costsincurred by the Department of Health Care Policy and Financing (DHCPF) and
the Department of Education, and the remainder is paid directly to districts and BOCES for the
provision of health care services.

The appropriationsto DHCPF for this program reflect both the federal Medicaid funds (reflected as
federal funds) and the local certified matching funds (reflected as cash funds exempt). The total
funds appropriated to DHCPF cover the administrative costs incurred by the DHCPF and the
Department of Education, as well as actual costs of health care claims. The appropriation to the
Department of Education, however, only reflects the federal Medicaid funds that are used by the
Department of Education to administer the program®.

For FY 2008-09, the Department of Education hasrequested $195,033 1.4 FTE. Staff recommends
appropriating $207,747 and 1.4 FTE for thislineitem. Staff'srecommendationisdlightly higher
than the Department's request because it includes all benefits and expenses related to the staff

19 Services for which districts may bill Medicaid include: targeted case management (e.g., time spent
devel oping an individual education plan for astudent eligible for special education services or ahealth care
plan for a student with diabetes); direct services (e.g., providing services as mandated in a student's
individual education plan); diagnostic services (e.g., a specia education-related evaluation); and health
encounters (e.g., a school nurse treating a student with a stomach ache).

20 please note that prior to FY 2006-07, the appropriation to the Department of Education also reflected the

federal Medicaid funds anticipated to be distributed to contracting entities for the provision of health care
Services.
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supported by this line item, some of which were excluded from the Department's request. The
calculation, which is consistent with Committee policy, is detailed in the following table.

Summary of Recommendation:
S.B. 97-101, Public School Health Services, Department of Education Administrative Costs
Total FTE
Description Funds

Personal services portion of FY 07-08 Long Bill appropriation $94,533 1.4
Salary survey awarded in FY 07-08 2,575
80% of Performance-based pay awarded in FY 07-08 762
Base reduction (1.0% for lines with 20.0+ FTE) 0
Contract services portion of appropriation for FY 07-08 45,000
Subtotal: Continuation personal services 142,870 14
Estimated salary survey awarded in FY 08-09 2,393
Estimated performance-based pay awarded in FY 08-09 729
Subtotal: Recommended personal servicesfor FY 08-09 145,992 14
Health, life, and dental 4,487
Short-term disability (.13%) 99
S.B. 04-257 Amortization Equalization Disbursement (1.6%) 1,217
S.B. 06-235 Supplemental Amortization Equalization Disbursement (1.25%) 951
Workers Compensation 669
Operating and travel portion of appropriation for FY 07-08 35,274
Subtotal: Other expensesfor FY 08-09 42,697
Indirect cost assessment (estimated at 10.1 percent) 19,058
Recommended authorization related to administration for FY 08-09 207,747 14

(1) Capital Construction [New subsection heading]

School Capital Construction Expenditures Reserve Fund.

Background Information: Giardino Lawsuit Settlement Requirements. Pursuant to S.B. 00-181, the
General Assembly isrequired to appropriate atotal of $190.0 million from the General Fund over
an eleven-year period to assist school districts with capital improvements. The $190.0 millionisto
be split between two funds. A total of $105.0 million is to be appropriated to the School Capital
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Construction Expenditures Reserve Fund® (the Reserve Fund) for capital expenditures of school
districtsthat: (a) addressimmediate saf ety hazardsor health concerns; (b) relieve excessive operating
costs created by insufficient maintenance or construction spending; or (c) relieve conditions that
detract from an effective learning environment. The remaining $85.0 million isto be appropriated
to the School Construction and Renovation Fund (SCRF)? to provide matching grants to districts
for qualified capital construction projects.

Please note that S.B. 00-181 does not require any of the above appropriations in any fiscal year in
which the General Fund revenues do not exceed certain annual obligations by more than $80.0
million. Specifically, S.B. 00-181 included the following provision:

"(c) Not withstanding the provisions of paragraph (b) of this subsection (4), in any fiscal
year 2000-01 through 2010-11, no appropriation shall be madein suchfiscal year if general
fund revenues for the applicable fiscal year do not exceed general fund obligations and the
moneysrequired to beallocated to the highway userstax fund pursuant to section 39-26-123
(2) C.R.S,, for the applicablefiscal year by more than eighty million dollars as determined
by the general assembly as of the time any conference committee report is adopted on the
general appropriation bill enacted for the applicable fiscal year.

(d) For purposesof paragraph (c) of thissubsection (4), "general fund obligations" include:
(I) General fund appropriations required by permanent statute or constitutional provision;
(I General fund appropriations up to the limitation established by paragraph (a) of
subsection (1) of this section and general fund appropriations that are exceptions to said
limitation;

(1) The general fund transfer to the capital construction fund provided in section
24-75-302 (2) including any additional transfers necessary to fund capital construction
priorities for the applicable fiscal year;

(IV) Any transfer to the controlled maintenance trust fund pursuant to the provisions of
section 24-75-302.5;

(V) Any refundsrequired to be made by section 20 of article x of the state constitution; and

(V1) Thereserve required to be maintained pursuant to paragraph (d) of subsection (1) of
this section.”.

Thus, the General Assembly is not required to make the scheduled General Fund appropriation if
revenues are not projected to be sufficient to fund: (1) the operating budget (the full six percent

%1 See Sections 22-54-117 and 24-75-201.1 (4), C.R.S.

%2 See Sections 22-43.7-101, et seq. and 24-75-201.1 (4), C.R.S.
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allowable increase); (2) obligations included within "rebates and expenditures” (such as the state
contribution to local fire and police pension plans); (3) Genera Fund transfers to the Capital
Construction Fund and the Controlled Maintenance Trust Fund (including any transfers necessary
for FY 2008-09 projects); (4) TABOR refunds; (5) the four percent statutory reserve; plus, (6) $80
million.

Subsequently, the General Assembly has chosen to waive this provision in certain years, and it
passed legidation last Session to alow the General Assembly to appropriate General Fund moneys
for the Giardino lawsuit settlement even if General Fund revenues are not projected to exceed the
above-described threshold (i.e., through the Long Bill rather than requiring astatutory change). The
deadline for the adoption of the conference committee report on the FY 2008-09 Long Bill is April
11. Thus, this threshold should be applied on a prospective basis based on the March 2008
Legislative Council Staff revenue forecast.

Moneys Made Available To Date. Due to revenue shortfalls, the General Assembly was not
statutorily obligated to appropriate General Fund moneys for school capital construction, as
delineated in S.B. 00-181, from FY 2001-02 through FY 2005-06. However, the General Assembly
elected to waive this provision for certain fiscal years. It has aso appropriated moneys from the
State Education Fund for capital construction purposes. In addition, lottery proceeds have been
available for capital construction needs in each of the last five fiscal years. The following table
summarizesfundingrequired by S.B. 00-181 (given sufficient revenues) and funding madeavailable
to date for capital construction programs (excluding funding specifically for charter schools).

T e Funding M ade Available To Date for Capital Construction
Pursuant to S.B. 00-181 if State
Fiscal General Fund Revenues Education Lottery
Y ear are Sufficient General Fund Fund Proceeds Total
00-01 $5,000,000 $5,000,000 $0 $0 $5,000,000
01-02 10,000,000 10,000,000 6,471,052 0 16,471,052
02-03 15,000,000 0 6,500,060 8,499,940 15,000,000
03-04 20,000,000 0 10,000,000 3,690,377 13,690,377
04-05 20,000,000 0 5,000,000 2,396,438 7,396,438
05-06 20,000,000 25,000,000 5,000,000 1,691,454 31,691,454
06-07 20,000,000 15,000,000 0 12,545,316 27,545,316
07-08 20,000,000 20,000,000 0 8,219,905 28,219,905
Subtotal 130,000,000 75,000,000 32,971,112 37,043,430 | 145,014,542
04-Mar-08 108 Education-figset



e Funding M ade Available To Date for Capital Construction
Pursuant to S.B. 00-181 if State
Fiscal General Fund Revenues Education Lottery
Y ear are Sufficient General Fund Fund Proceeds Total
08-09 20,000,000 n/a
09-10 20,000,000 n/a
10-11 20,000,000 n/a
$190,000,000

Department Request / Saff Recommendation. The Department's request reflects a continuation of
the $20.0 million Genera Fund appropriationsincluded inthe FY 2007-08 Long Bill. Based onthe
December 2007 Legidlative Council Staff revenue forecast, revenues are projected to exceed the
above-described threshold by $19.3 million in FY 2008-09. Thus, staff recommends approving
the Department's request. If the March 2008 Legidative Council Staff revenue forecast
indicates that revenues are not anticipated to exceed the above-described threshold in FY
2008-09, staff will inform the Committee to allow the Committee to reconsider thislineitem and
the line item discussed below.

The Department's request also includes 2.0 FTE, who are supported by the School Capital
Construction Expenditures Reserve Fund. Current law allowsthe State Board to approve payments
out of this fund without an appropriation, so these FTE do not currently appear in the Long Bill.
However, the FY 2007-08 Long Bill includes an informational |etter note specifying the amount the
Department is anticipated to spend to support these 2.0 FTE and to cover administrative costs. Staff
recommends including a similar letter note in the FY 2008-09 Long Bill, authorizing the
Department to utilize up to $184,401 from the School Capital Construction Expenditures
Reserve to provide funding to continue to support the 2.0 FTE who administer this, and other,
capital construction programs. Staff's recommendation concerning the funding required to support
these two positionsis detailed in the following table.

Summary of Recommendation:
School Capital Construction Expenditures Reserve Fund, Administrative Costs

Total
Funds

FTE
Description

Personal services portion of FY 07-08 Long Bill appropriation $133,179 2.0

Salary survey awarded in FY 07-08 4,700
80% of Performance-based pay awarded in FY 07-08 1,230
Base reduction (1.0% for lines with 20.0+ FTE) 0

Subtotal: Continuation personal services 139,109 20
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Summary of Recommendation:
School Capital Construction Expenditures Reserve Fund, Administrative Costs
Total FTE
Description Funds
Estimated salary survey awarded in FY 08-09 4,230
Estimated performance-based pay awarded in FY 08-09 1,290
Subtotal: Recommended personal servicesfor FY 08-09 144,629 20
Health, life, and dental 19,574
Short-term disability (.13%) 175
S.B. 04-257 Amortization Equalization Disbursement (1.6%) 1,969
S.B. 06-235 Supplemental Amortization Equalization Disbursement (1.25%) 1,538
Workers Compensation 956
Operating and travel portion of appropriation for FY 07-08 15,560
Subtotal: Other expensesfor FY 08-09 39,772
Recommended authorization related to administration for FY 08-09 184,401 2.0

School Construction and Renovation Fund. As described in the narrative associated with the
above lineitem, it appears that the General Assembly will be required to appropriate $10.0 million
Genera Fund to the School Construction and Renovation Fund for FY 2008-09. Such fundswould
be used by the Department to provide matching grants to school districts for capital construction
projects that have been prioritized based on statutory criteria. As described above, based on the
December 2007 L egislative Council Staff revenueforecast, staff recommendsappropriating $10.0
million General Fund to the School Construction and Renovation Fund.

Charter School Capital Construction.

Background Information. Senate Bill 01-129 created a new program to distribute State Education
Fund moneys to charter schools for capital construction, providing that certain "qualified" charter
schools will receive aflat amount of funding per pupil for capital construction expenditures. The
amount that each charter school received per pupil was originally calculated as 130 percent of the
minimum per pupil capital reserve amount that each district isrequired to budget; for FY 2001-02,
qualified charter schools received $322 per pupil. Thus, the amount of funding required for charter
school capital construction was originally required to increase each year based on the number of
qualified charter schools, the number of pupils attending such schools, and inflationary increasesin
the minimum per pupil capital reserve amount.

Subsequently, the General Assembly adopted legislation which modified this program in two
significant ways. First, the amount appropriated for the program is now specified in statute.
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Pursuant to Section 22-54-124 (3) (a) (111) (A), C.R.S., the General Assembly shall appropriate $5.0
million from the State Education Fund for FY 2007-08 and subsequent fiscal years. Thisprovision
includes alegislative declaration indicating that thisis a permissible use of the moneysin the State
Education Fund sincethesemoneysare being used for " public school building capital construction™.

Second, any charter school with capital construction costsiseligibleto receive funding (except any
charter that operates within a state facility). Moneys appropriated each year are allocated among
charter schools on a per pupil basis, except that any charter school operating in a school district
facility that does not have ongoing financial obligations to 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. [ See Section 22-54-124, C.R.S\]

Department Request. Consistent with current law, the Department hasrequested $5.0 million
fromtheStateEducation Fund for FY 2008-09. Staff recommendsapprovingtherequest. The
following table identifies the amounts eligible charter schools actually received per pupil the last
three fiscal years, aswell as estimates for the current and request fiscal years.

State Funding for Charter School Capital Construction Costs
Number of Number of Studentsin Funding per Pupil for

Fiscal Schools Eligible Schools Eligible for Total Schools Eligible for

Year for Funding Funding <a> Appropriation Funding <b>
2004-05 105 31,939 $5,000,000 $171.06
2005-06 115 36,825 5,000,000 $145.09
2006-07 125 40,987 7,800,000 $201.17
2007-08 134 43,189 5,000,000 $115.77
2008-09
(proj ected) 134 54,841 5,000,000 $105.30

<a> These figures represent the total number of students enrolled in charter schools eligible to receive state funding,
whether or not the school operatesin adistrict facility.

<b> This figure represents the amount that eligible schools operating in district facilities received; eligible schools
operating in adistrict facility received one-half this amount per student.

Based on a projected enrollment figures, eligible charter schools are estimated to receive $105.30
per pupil for FY 2008-09 (with eligible schools that are in district facilities receiving one-half that
amount). Funding per pupil will continue to decline as the number of students attending eligible
charter schools continues to increase.

(1) Reading and Literacy [New subsection heading]
Federal Titlel Reading First Grant. The Reading First grant program was established through

the No Child Left Behind Act, passed by Congressin December 2001 [Title I-B, Subpart 1]. States
aredligibletoreceivefedera fundsannually to help school districtsidentify and adopt "scientifically
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based" reading programs for children in kindergarten through third grade. Up to 10 percent of
federal fundsare avail able astarget or incentive grantsto statesthat increase the number of students
reading at a"proficient” level. States are required to distribute at least 80 percent of their fundsto
districts, giving priority to high-poverty areas with a high percentage of studentsin kindergarten
through third grade reading below grade level. States are allowed to use remaining funds for a
number of related activities, including: teacher preparation, professional development, and licensure
and certification (65 percent); technical assistance to help districts implement Reading First (25
percent); and administration, planning, and reporting (10 percent).

Colorado was one of thefirst three statesto have its plan related to Reading First approved, and the
State received $9.0 million for the first year of the program. The magjority of these funds ($8.2
million) werenot spentin FY 2002-03 and were"rolled forward" to FY 2003-04. Pursuant tofederal
law, the funds are awarded competitively to local programs that show they will enhance young
children's language and cognitive development by providing high-quality instruction and ongoing
professional development based on scientifically based research. Colorado Reading First hasserved
54 districts and 82 schools across the state. The first set of grants were awarded to 32 schools
("cohort 1) beginning in the Summer of 2003. Eleven of these schoolsreceived funding for afourth
year in FY 2006-07. The Department awarded grants to 50 schools ("'cohort 2") beginning in the
Summer of 2005.

The Department notes that some schools (21 in FY 2003-04 and 38 in FY 2004-05) have received
both federal Reading First grants and Read-to-Achieve grants. The Department indicatesthat these
high poverty schools were able to use Read-to-Achieve funds to provide additional intensive
instruction (e.g., before and after school programs) for their students most at risk of failure, and to
use Reading First fundsto provide ongoing professional devel opment and coaching supportsfor each
K-3 teacher aswell as special services providers.

The Department indicates that in addition to providing assistance to districts to establish reading
programs based on scientifically based reading research for students in kindergarten through third
grade classrooms, these federal funds are being used for the following purposes:

. To focus on providing significantly increased teacher professional development to ensure
that all teachers, including special education teachers, havethe skillsthey need to effectively
teach reading; and

. To provide assistance to districts in selecting appropriate screening and diagnostic
assessments and preparing classroom teachersto effectively screen, identify and overcome
reading barriers facing their students.

This line item is included in the Long Bill for informational purposes. Staff recommends

approvingtherequest toreflect $10,918,897 federal fundsand 15.4 FTE related totheReading
First program in the FY 2008-09 L ong Bill.
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Read-to-Achieve Grant Program. Senate Bill 00-71 and S.B. 00-124 established the Read-to-
Achieve Grant Program, and the program was recently modified through S.B. 07-192. Pursuant to
Section 22-7-901 et seq., C.R.S., schoolsmay apply for grantsthrough the programto fund intensive
reading programs for students in kindergarten through third-grade (including students between the
third- and fourth-grades) whose literacy and comprehension skills are below grade level. Schools
may utilize the funds for in-class support and assi stance, one-on-one school day pull-out programs,
after school tutoring programs, or summer programs. Schools may request grant funds for up to
threeyears. However, schoolsarerequired to demonstrate that at |east 65 percent of the pupilswho
completed the one year instructional cycle of the intensive reading program reached their
achievement goals or demonstrated that they are on pace to achieve grade level proficiency on the
statewide reading assessment. A history of program funding and grant awards is provided in the
table below.

Summary of Read-to-Achieve Grant Program
Number of ;
Read-to-Achieve | Schools Number of Grant Funding per Student <a>
Grant Program | Receiving Students
Time Period Appropriations Grants Served Minimum | Average @ Maximum

Jan. 2001 to June
2002 (18 mo.
grant cycle) $36,469,492 553 27,884 $115 $1,202 $1,650
FY 2002-03 16,183,438 508 24,551 101 856 950
FY 2003-04<b> 10,675,732 483 22,292 334 628 630
FY 2004-05 16,331,727 374 16,289 355 1,004 1,058
FY 2005-06<c> 15,922,311 350 14,985 1,078 1,078 1,078
FY 2006-07 4,369,567 335 14,115 282 282 282
FY 2007-08 5,277,293 51 3,862 110 1,339 5,477

<a> TheDepartment notesthat pursuant to S.B. 07-192, beginning in FY 2007-08, it no longer awardsfunds on aper-
pupil basis. The Department hopesthat thisallowsthemto provideamore consistent level of funding to grantees.
Inadditionto the appropriationreflected above, the Governor all ocated $3.0 million of thefederal relief payments
received by the State pursuant to thefederal Jobsand Growth Tax Relief Reconciliation Act of 2003 (P.L. 108-27)
for the Read-to-Achieve Grant Program. These funds were used these federal funds to increase the per-student
grant amount to schools for FY 2003-04 (to $628 per pupil).

<c> Thisamount includes $11,562,409 General Fund and $4,359,902 in tobacco settlement moneys.

<b>

The primary source of fundsfor the program is the Tobacco Litigation Settlement Cash Fund. This
program currently receivesfive percent of the annual amount of settlement moneysreceived by the
State, up to amaximum of $8.0 million. The Department is authorized to use up to three percent of
moneysin the Read-to-A chieve Cash Fund for the expensesincurred by the Read-to-Achieve Board
inadministering the program. These costsinclude expendituresassociated with 1.0 FTE, anexternal
evaluator, tobacco oversight costs, outside consultants (who conduct sitevisitsand providetechnical
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assistance), networking days, travel, temporary services, postage, printing/reproduction, supplies,
and materials.

Department Request / Saff Recommendation. The Department requests an appropriation of
$5,277,293 and 1.0 FTE for FY 2008-09 from the Read-to-A chieve Cash Fund -- the same level of
funding provided for FY 2008-09. Pursuant to H.B. 06-1310, the General Assembly is no longer
required to appropriatetobacco settlement moneysto the Read-to-A chieve Cash Fund; instead, these
moneys are transferred pursuant to statutory directive.

Staff recommendsappropriating $6,675,177 and 1.0 FT E from theRead-to-Achieve Cash Fund
for FY 2008-09. This recommendation includes $5,325,177 in anticipated transfers of tobacco
settlement moneys, and $1,350,000 from the balance available in the Read-to-Achieve Cash Fund.
The Department reportsthat thisfund had abalance of $2,698,289 at theend of FY 2006-07. AsFY
2007-08 is the first year of a three-year grant funding cycle, staff recommends allowing the
Department to utilize the existing fund balance over the next two fiscal years, thereby stabilizing the
funding for the program. The following table details the anticipated expenditures associated with
staff's recommended funding level.

Summary of Recommendation: Read-to-Achieve Grant Program

Description Total Funds FTE
Personal services portion of FY 07-08 Long Bill appropriation $0 0.0
Other personal services appropriation (S.B. 07-192)* 69,192 1.0
Portion of FY 07-08 Long Bill appropriation anticipated to be spent on
contractual services 50,000
Salary survey awarded in FY 07-08 0
80% of Performance-based pay awarded in FY 07-08 0
Base reduction (1.0% for lines with 20.0+ FTE) 0
Subtotal: Continuation personal services 119,192 1.0
Distribution to BOCES asrequired by Section 22-2-122 (3), C.R.S. (1.0
percent of FY 08-09 appropriation) 66,752
Other Read-to-Achieve Board administrative expenses authorized by
Section 22-7-908 (2), C.R.S. (3.0 percent of FY 08-09 appropriation, less
personal services expenses) 81,063
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Summary of Recommendation: Read-to-Achieve Grant Program

Description Total Funds FTE

Grant awar ds (includes full amount of tobacco settlement moneys
anticipated to be credited to the Read-to-Achieve Cash Fund in FY 08-09,
plus $1,350,000 of the available fund balance) 6,408,170

Recommended FY 08-09 appropriation 6,675,177 1.0

* Please note that S.B. 07-192 appropriated 1.0 FTE only, thereby authorizing the Department to use a
portion of the FY 07-08 Long Bill appropriation to hire 1.0 FTE. The amount the Department estimates
spending for salary, PERA, and Medicare in FY 07-08 is shown above for purposes of calculating the
personal services portion of the appropriation for FY 08-09.

Family Literacy Education Fund.

Background Information. HouseBill 02-1303[see Section 22-2-124, C.R.S] established the Family
Literacy Education Grant Program through which school districts, community colleges, libraries, and
other organizations may receive funding to provide family literacy education, adult literacy
education, and English language literacy education services. The program was to be funded with
gifts, grants, or donations credited to the Family Literacy Education Fund. The act included
provisions stating the intent of the General Assembly that no General Fund be appropriated to
support the Program, and repealing the Program if sufficient moneyswere not credited to the Family
Literacy Education Fund prior to December 1 each year.

Prior to FY 2006-07, a total of $371,753 was credited to the Family Literacy Education Fund,
including $300,000 received from the Daniels Fund, other private donations totaling $46,753, and
a $25,000 federal grant received through the Department of Human Services. Eighteen programs
received grants in FY 2003-04 and FY 2004-05. The Department indicates that grantees also
received fundingin FY 2005-06 through federal Adult Education and Family Literacy Act and Even
Start grants.

The FY 2006-07 Long Bill, as amended in the House, included an appropriation of $200,000 from
the State Education Fund to the Family Literacy Education Fund (and a commensurate amount of
spending authority out of the Family Literacy Education Fund). The Department received eight
applications for a total of $269,385 in response to a request for proposals that was issued in
September 2006. The Department awarded seven grants (on a competitive basis) ranging from
$10,000 to $48,000%. The Department indicates that these grants allowed local communities to
serve 325 families (including 338 children), at a cost of about $677 per family. The educational
services provided to families and children included early childhood education, English language

2 Communities that received grantsin FY 2006-07 included: Alamosa, Boulder, Delta, Durango, Greeley,
Leadville, and Sterling.
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acquisition, basic computer skills, economic self sufficiency opportunities for parents, and support
of their children’s development of excellence in their school activities.

The FY 2007-08 Long Bill again included a $200,000 appropriation from the State Education Fund
for thisprogram. The Department received 11 applicationsfor atotal of $385,740. The Department
awarded seven grantsranging from $7,133 to $50,000%. In addition, the General Assembly adopted
H.B. 07-1271, which eliminated both the stipul ation that no General Fund moneys be appropriated
for the Family Literacy Education Grant Program and the conditional repeal of the Colorado Family
Literacy Act of 2002.

Department Request / Saff Recommendation. The Department requests another $200,000
appropriation from the State Education Fund to the Family Literacy Education Fund for FY 2008-09.
Staff recommendsapprovingtherequest. However, staff recommendsappropriating General
Fund, rather then State Education Fund moneys. Asnoted by staff consistently since the 2006
Session, thereisno statutory authority to appropriate moneysfrom the State Education Fund for this
purpose. Specifically, the legislation adopted by the General Assembly to implement Amendment
23 includes a provision limiting appropriations from the State Education Fund:

"The moneys in the fund shall only be used to comply with the requirements of section
17 (1) of article (1X) of the state constitution and for such purposes asmay be authorized
by law and that are consistent with section 17 (4) (b) of article IX of the state
constitution." [see Section 22-55-103 (3) (a), C.R.S., emphasis provided]

The Genera Assembly's practice, when it has chosen to appropriate moneys from the State
Education Fund for a purpose other than complying with the constitutional spending requirements
related to base per pupil funding and categorical programs, has been to add a statutory provision
specifically authorizing the use of State Education Fund moneys for that particular purpose,
including a statement of legislative intent identifying the associated constitutionally authorized
purpose.

The General Assembly is no longer barred from appropriating General Fund moneys for this
program, so staff recommends appropriating General Fund for FY 2008-09.

Family L iteracy Education Grant Program. Thislineitem provides cash funds exempt spending
authority for the Department to spend moneysin the Family Literacy Education Fund from sources
other than gifts, grants, and donations. Consistent with the request for the above line item, the
Department requests $200,000 cash funds exempt spending authority. Consistent with the

24 Grant recipientsfor FY 2007-08 included: Metro State College of Denver Family Literacy Program, Delta
County Family Literacy Program, La Llave Family Resource Center, Alamosa, Right to Read Adult
Education Program of Weld County, Adult Learning Center of Ignacio, Inc., and Phillips County Family
Education Services.
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recommendation for the abovelineitem, staff recommends appropriating $200,000 from the
Fund for FY 2008-09.

Reading Assistance Grant Program Fund. House Bill 06-1004 established the Reading
Assistance Grant Program to provide grants to nonprofit organizations that provide and distribute
to school districts and eligible facilities accessible educational materials for students who have
difficulty achieving the state model content standards, but are not identified as having a disability
[see Section 22-88-101 et seq., C.R.S.]. The act included an appropriation of $300,000 from the
Read-to-Achieve Cash Fund to the newly created Reading Assistance Grant Program Fund for FY
2006-07. Moneysinthe new fund are continuously appropriated to the Department, except that the
State Board of Education may not award grants totaling more than $100,000 per fiscal year. The
Department is authorized to spend up to one percent of the moneys appropriated to the Reading
Assistance Grant Program Fund to offset the costs of implementing the Program. The Program is
repealed July 1, 2009. The Department has not requested, nor does staff recommend, any
appropriation for thisprogram for FY 2008-09.

(V) Professional Development and Instructional Support [New subsection heading]

Closing the Achievement Gap [New lineitem].

Backaround Information

Legidation. In 2001, the House of Representatives adopted H.J.R. 01-1014 (Dean/Matsunaka)
stating that, "... closing the learning gap is an important goal of Colorado's education reform
program...", and urging the State Board of Education and the Department of Education "to take all
appropriate steps to make closing the learning gap a central element of educational accountability
in Colorado".

In 2003, the General Assembly passed S.B. 03-254 (Spence/Evans) [Section 22-7-611, C.R.S]
created the "Closing the Achievement Gap Program” to provide extensive assistance to eligible
schools that are at risk of being converted into an independent charter school. Eligible schools
includethosethat havereceived an academic performancerating of "unsatisfactory"” or areidentified
by the State Board of Education as having a significant achievement gap. By April 1 of the school
year preceding the year in which an eligible school intends to participate in the program, the
Department is required to prepare and distribute an outline of different strategies that schools may
implement to improve academic achievement. Subject to available appropriations, the Department
is to make assistance available to participating eligible schools. The assistance could consist of
information, personnel, and program and technical support. The bill also established the "Closing
the Achievement Gap Commission” and the "Closing the Achievement Gap Cash Fund”, which is
to consist of gifts, grants, and donations received by the Department. The Legidative Council Staff
fiscal notefor thishill indicated that the program would be supported by gifts, grants, and donations.

Recent Funding Requests. The State Board of Education has talked about seeking funding for
purposes of addressing the achievement gap for a number of years, and approved related funding
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requests three times from November 2001 through January 2007. Only one of these requests was
included as part of the Governor's official budget request, as described below:

FY 2002-03: The State Board and the Governor requested $6,000,000 State Education
Fund for the following purposes: $300,000 for state data reporting system changes;
$800,000 for longitudinal analyses of student assessment data; $400,000 for eight
consultantsto provide technical assistance to schools and districts related to closing the
learning gap; and $4.5 million to provide grants of $50,000 to 90 schools identified as
having significant gaps in achievement between groups of students. The General
Assembly did not appropriate the moneys requested.

FY 2003-04: The State Board approved abudget request that included $1.0 millionfrom
the State Education Fund for closing the achievement gap. Thisrequest wasnot included
as part of the Governor's budget request.

FY 2006-07: On January 9, 2007, the State Board approved a budget request for
$1,462,500 General Fund to identify schools with significant achievement gaps and to
support teams of expertsto work with individual schools and communities to close the
gap. This proposal was based on costs of $20,000 to $25,000 per school, for 60 to 65
schools. Thisrequest was not included as part of the Governor's budget request.

To date, the General Assembly has not appropriated any moneys specificaly for purposes of
addressing the achievement gap, and staff is not aware of any gifts, grants, or donations that have
been credited to the Closing the Achievement Gap Cash Fund.

Through Decision Item #3, the State Board of Education and the Governor are requesting $1.8
million General Fund for aninitiativeto address achievement gaps associated with race and income.
The Department proposed inviting those districtsin the highest quartile with respect to achievement
gaps to apply for Department assistance. Department intervention isintended to be available each
year to an estimated six school districts as a pilot program. Participating districts would receive
three types of assistance, estimated to cost $300,000 per year, per district:

. A "gap consultant”, who would be hired by each school district, be located in the district, and
be part of the district's administrative team. [$75,000 to $100,000 per year, per district]

. Software tools and hardware platform for monitoring progress for each district, including
"formative" assessments. [$100,000 per year, per district]

. Staff development and on-site coaching for both teachers and instructional leaders in each
district. [$100,000 per year, per district]

The Department anticipates issuing a request for program proposals by June 1, 2008, requiring
districtsto submit proposals by June 30, and reviewing proposals and making funding available to
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selected districtsby August 1. The Department antici pates requesting acontinuation of thisfunding
in subsequent fiscal years.

The Department indicates that this initiative is anticipated to ultimately increase the number of
studentswho graduate from high school, which couldincrease students earnings (thereby benefitting
the State's economy) and reduce the number of crimes committed.

Staff recommends approving the request. The request is consistent with previous legislative
initiatives, and it is consistent with the objectives and requirements of the federal No Child Left
Behind Act. The Department has provided some compelling dataindicating that many achievement
gaps related to race and income have either not changed or have widened. The Department also
provided compelling dataindicating that somedistricts, either through their owninitiativeor through
technical assistance provided by Department staff, have successfully narrowed achievement gaps
related to race and income.

It is not clear to staff that the Department necessarily intends to use these funds in the specific
manner contemplated when the General Assembly passed S.B. 03-254 to create the "Closing the
Achievement Gap Program”. Staff recommends that the Department be allowed the flexibility to
modify eligibility criteriaand the types of assistance provided to participating districts as necessary
to achieve the objectives of this initiative. The Department provided the following statewide
performance measure data related to the achievement gaps that it seeks to address through this
initiative.

Performance M easur es: Achievement Gap

Percent of Students Scoring " Proficient” or " Advanced"
on Statewide Assessments (all grade levels)

Description of Student Groupings Used

for Analysis Reading M athematics

Income-based Gap: 30.6% 27.2%
Eligible for federal free or reduced price

lunch program 49.3% 36.9%
Not igible for free or reduced price

lunch program 79.9% 64.1%
Ethnicity-based Gap: 27.1% 25.2%
Other than White - not Hispanic 52.4% 38.9%
White - not Hispanic 79.5% 64.1%

Content Specialists [New lineitem]. Asrecommended at the beginning of this document, staff
recommends approving the Department request for 4.6 FTE content specialists (with minor
modifications). However, staff recommends appropriating $433,480 and 4.6 FTE through this new
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lineitem so that it can be co-located with other appropriations of state funds devoted to professional
development and instructional support activities.

Boar ds of Cooper ative Services.

Background Information. Public school districts and postsecondary institutions are authorized to
establish boards of cooperative services (BOCES) for the purpose of offering shared instructional
and administrative programs such as data processing, curriculum development, special education,
and staff devel opment to member school districts [see Section 22-5-101, et seq., C.R.S.]. Services
performed under the direction of the BOCES are financed by member contributions. In addition,
BOCES are dligible to receive state funds under three different statutory provisions, as described
below.

First, pursuant to Sections 22-5-114 and 115, C.R.S,, certain BOCES areeligibletoreceiveabasic
state grant of at least® $10,000 annually to fund professional educator development in
standards-based education. A BOCES is entitled to such a grant upon approval by the State Board
of Education, and if it:

@ serves school districts with acombined total enrollment of not less than 4,000
students; and
(b) serves school districts in two or more counties or serves multiple school

districts located in the same county.

If the amount appropriated is not sufficient to award each eligible BOCES a $10,000 (or greater)
grant, the State Board it to reduce grant awards proportionately.

The Department requested a continuation level of funding for this purpose ($210,000). Staff
recommends approving therequest.

The second source of state funding potentially availableto BOCES s provided pursuant to Section
22-5-118, C.R.S., which states that in addition to the basic state grant (described above), aBOCES
may receive state moneys by submitting to the Department of Education a plan to increase
efficiencies and economiesin providing education and support servicesto the board's participating
school districts. Any amount appropriated for such purpose isto be divided equally based on the
total number of students enrolled in the member school districts of the participating boards and
distributed based on the number of students participating in the funded education or support services
program from each member school district of each participating board. This provision alows, but

% Prior to July 1, 2007, the basic grant for each eligible BOCES was $10,000, subject to available
appropriations. Pursuant to S.B. 06-130, the basic grant amount may be higher than $10,000 if sufficient
moneys are appropriated for such purpose. Thishill also requiresthe General Assembly to "annually make
a separate appropriation to cover the estimated cost of the basic state grants to eligible [BOCES]".
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does not require, the General Assembly to appropriate moneys to the Department for this purpose
in addition to any moneys appropriated for the basic grants described above. It does not appear that
the Department has ever requested additional funding for the purposes identified in Section 22-5-
118, C.R.S.

Third, pursuant to H.B. 02-1053 [Section 22-2-122 (3), C.R.S], the Department is required to
annually allocate to those BOCES that provide a wide range of services to their member school
districts or school districts with student popul ations of less than 4,000 students, an amount equal to
one percent "of the amount appropriated to all education grant programs for that fiscal year", or
$250,000, whichever isless. BOCESreceiving such funding are required to usethe moneysto assist
member school districts and schoolsin applying for grants from education grant programs. For FY
2006-07, the Department allocated $116,547 to 15 eligible BOCES, including $62,852 from the
Expelled and At-risk Student Services Grant Program, $43,696 from appropriationsfor the Read-to-
Achieve Grant Program, and $10,000 from the Summer School Grant Program.

Civic Education. Thedetailsand recommendationfor thislineitem appear in the Management and
Administration section of the budget, above. Staff recommended transferring thisline item to this
section in the FY 2008-09 Long Bill.

National Credential Fee Assistance. This program, initially established through H.B. 02-1349,
requiresthe Department to assist individual s seeking anational credential by paying aportion of the
fees charged for such credential [see Section 22-60.5-112.5, C.R.S.]. The amount of fee assistance
isto be equal to the amount of the national credential fee received by the applying teacher through
afederal assistance program. Procedurally, individuals apply for federal fee assistancefirst. If the
federal application isapproved, the National Board for Teaching Standards submits arequest to the
Department for amatching amount of statefunds. The General Assembly isto annually appropriate,
if available, moneys in the State Education Fund for such purpose. This provision includes a
legislative declaration that providing national credential fee assistance to teachers who obtain a
national credential from an approved professional organization constitutes a performance incentive
for teachers and such teachers may therefor receive funding from the State Education Fund.

The General Assembly appropriated $60,000 from the State Education Fund for this purposefor FY
2002-03. Through S.B. 03-248, the General Assembly made this program subject to available
appropriations. Fundingwasrestoredin FY 2005-06, and wasincreased to $100,000 for FY 2006-07
and to $125,000 for FY 2007-08. Dataavailablefromthe National Board for Professional Teaching
Standards (NBTYS) indicates that as of the end of the 06-07 school year, there were a total of 332
National Board Certified teachersin Colorado. The following table summarizes appropriations to
date, along with the number of applicants annually.
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National Credential Fee Assistance

Number of
Applicants
Total Cost  Federal Fee  State Fee (excluding Number of
of National Assistance  Assistance those who Individuals
Fiscal Year | Appropriation Credential Available Available withdrew) Certified
2002-03 $60,000 n‘a $1,000 1,000 60+ 19
2003-04 0 2,365 1,000 0 36 35
2004-05 0 2,365 1,000 0 37 34
2005-06 83,000 2,365 1,000 1,000 88 18
2006-07 100,000 2,565 1,000 1,000 n/a n/a
2007-08 125,000 2,565 1,000 1,000 n/a n/a
2008-09
(request) 125,000 2,565 1,000 1,000 n/a n/a

TheDepartment hasrequested acontinuation level of fundingfor thispurposefor FY 2008-09.
Staff recommends approving the request. The Department spent $99,450 in FY 2006-07
(reverting $550), and it has spent $70,000 to date. Department staff anticipate spending the full
$125,000 thisfiscal year, but were not able to obtain more detailed information from the NBTS to
complete the table abovein timefor the publication of this packet. Last year, the Department spent
$86,000 through February 2007, and the remaining $13,450 when additional federal moneys were
made available.

Financial Literacy. Thedetails and recommendation for thisline item appear in the Management
and Administration section of the budget, above. Staff recommended transferring thisline item to
this section in the FY 2008-09 Long Bill.

Colorado History Day. House Bill 04-1202, concerning the funding of "Colorado History Day",
requiresthe Department to assist school districtsin devel oping and promoting programsthat engage
studentsin the process of discovery and interpretation of historical topics. Whilethisbill authorizes
the Department to accept gifts, grants, and donationsfor such purpose, it also includesthefollowing
provision [see Section 22-1-104 (5) (¢), C.R.S]:

"It istheintent of the general assembly that the objectives specified in paragraph (a) of
this subsection (5) are to be funded through the state education fund created in section
17 (4) of article IX of the state constitution. The general assembly hereby finds that the
devel opment, promotion, and maintenance by the school districtsof the state of programs
for elementary and secondary students that engage such students in the process of
discovery and interpretation of historical topics assists these students in meeting state
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academic standards and may therefore be funded from moneys in the state education
fund.”

The Department has a memorandum of understanding with the Department of History, University
of Colorado at Denver and Health Sciences Center, for "Colorado History Day". Through this
program, studentsin grades six through twelve engage in a year-long educational program leading
to regional competitions in February and March; regional competition winners travel to the state-
level competitionin May at the University of Colorado, and winners at the state level advanceto the
national contest at the University of Maryland in June. The funds provided through this line item
are used to support regional programs, teacher workshops and curriculum support, coordination of
the annual state-level competition, and coordination of Colorado's delegation at the nationa
competition. TheDepartment hasrequested acontinuation level of funding ($10,000) from the
State Education Fund for FY 2008-09. Staff recommends approving therequest.

Principal Development Scholarship Program. House Bill 06-1001 created the Principal
Development Scholarship Program to provide stipendsfor principal sto obtain ongoing professional
development (see Section 22-9.5-101 et seq., C.R.S.). The State Board of Education is to award
stipends from the Principal Development Scholarship Fund, which consists of any gifts, grants, and
donations received for such purpose. The Department is authorized to spend up to one percent of
the moneys annually appropriated from the fund to offset the costs of implementing the Program.
The act included an appropriation of $250,000 cash funds exempt to allow the Department to spend
up to $250,000 gifts, grants, or donations received.

No gifts, grants, or donations have been received to date, and the Department has not requested an
appropriation for this purpose for FY 2008-09.

(V) Summer and After-school Programs [New subsection heading]

Summer School Grant Program. House Bill 06-1375 included a provision that recreated and
reenacted thisprogram, which wasoriginally established through S.B. 01-129 (see Section 22-7-801
et seg., C.R.S.). Thisprogram provides grantsfor districtsto operate summer school programsfor
students entering the 4th through 8th grades who received an unsatisfactory score on the reading,
writing, or math portion of the Col orado student assessment programin the preceding academic year.
The Department is authorized to annually withhold up to three percent of the moneys appropriated
for thisprogram to offset the direct costsincurred in administering the program and to "evaluate the
progress of the summer school programs operated by school districts and Institute charter schools
that receive grants' through the program. The act included the following provision concerning
funding:

"For the 2006-07 budget hear and for each budget year thereafter, subject to available
appropriations, the general assembly shall annually appropriate moneys from the state
education fund...to the department to be used to award grants for summer school
programs...".
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This provision does not include a statement of legislative intent identifying the associated
constitutionally authorized purpose. However, it seemsreasonabl eto assumethat thisprogram could
be considered an "accountable program to meet state academic standards'. The act included an
appropriation of $1,000,000 cash funds exempt from the State Education Fund and 0.3 FTE for FY
2006-07 for the new grant program. Thus, the Department is authorized to withhold up to $30,000
for administrative costs.

In FY 2006-07, the Board awarded grantsto 11 districts, representing 48 school sand approximately
5,000 students entering 5"-8" grades who received an unsatisfactory score in reading, writing or
math, were served. Grantsranged in size from $15,452 to $265,574, with the average award being
$87,273. Theprogramsand curriculafunded were designed to provideintensiveinstruction that was
research-based, and rigorous enough to demonstrate significant improvement in a student’s
performance in ashort period of time. The curriculum was administered by teachers who had been
trained in the use of the program. Evaluation dataindicate that these intensive services have had a
positive impact on participants achievement.

The Department released arequest for proposal in January 2008, with proposals from districts due
March 3, 2008. Grants will be awarded to districts by April 30, 2008 for services that will be
provided during Summer 2008; program impacts will be evaluated in November 2008.

The Department requests a continuation level of funding for this program ($1,000,000 from
the State Education Fund and 0.3 FTE). Staff recommends approving the request. The
following table details the components of the $1.0 million appropriation.

Summary of Recommendation: Summer School Grant Program

Description Total Funds FTE
Personal services portion of FY 07-08 Long Bill appropriation $25,500 0.3
Salary survey awarded in FY 07-08 829
80% of Performance-based pay awarded in FY 07-08 246
Base reduction (1.0% for lines with 20.0+ FTE) 0
Subtotal: Continuation personal services 26,575 0.3

Other administrative and evaluation-related expenses authorized by
Section 22-7-807 (2), C.R.S. (atotal of 3.0 percent of FY 08-09
appropriation) 3,425

Grant awar ds (includes full amount of tobacco settlement moneys
anticipated to be credited to the Read-to-Achieve Cash Fund in FY 08-09,
plus $1,350,000 of the available fund bal ance) 970,000

Recommended FY 08-09 appropriation 1,000,000 0.3
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Facility Summer School Grant Program. House Bill 06-1375 included aprovision that amended
thisprogram, which wasoriginally established through H.B. 02-1349 (see Section 22-86-101 et seq.,
C.R.S)). Thisprogram, as amended, provides grantsto facility schoolsthat operate summer school
programs for children residing in the facilities. The Program is designed to assist facility schools
in providing intensive educational research-based services for children who are performing below
grade level in the areas of reading, writing, or mathematics. The act included the following
provision concerning funding:

"For the 2006-07 budget year and for each budget year thereafter, subject to available
appropriations, the general assembly shall appropriate moneys from the state education
fund...to the department to be used to award grants for facility summer school
programs...".

This provision does not include a statement of legislative intent identifying the associated
constitutionally authorized purpose. However, it seemsreasonableto assumethat thisprogram could
be considered an "accountable program to meet state academic standards’. The act included an
appropriation of $500,000 cash funds exempt from the State Education Fund for FY 2006-07 for the
Program.

For FY 2006-07, the Department planned to cover the actual costs® of facility schools with
applications that meet required criteria, not to exceed $500 per eligible student (the maximum
allowed per program rules). The Department indicates that for FY 2006-07, many facilities did not
have appropriate curriculum in place and were not able to accomplish this in time for the grant
process. The grant requires that the facility implement research-based curriculum, but only five
percent of the grant funds could be used for materials, including the purchase of the curriculum. In
addition, the Department indicatesthat several approvedfacilitiesare“for-profit” agencies, andthese
facilitieswill not be able to participate in this program due to internal agency requirements. Every
facility that submitted an application was awarded the full $500 per eligible student. Funding
available in FY 2006-07 was distributed among 19 programs.

The Department requestsa continuation level of funding for thisprogram ($500,000 from the
State Education Fund). Staff recommends approving therequest. Applications are currently
being accepted for the FY 2007-08 program, and applicationsfrom 14 programs have been received.
An additional 16 programs have requested an extension to prepare their applications. The
Department plans to distribute funds to each facility that submits an application that meets the
requirements set forth in State Board rules. While the total number of eligible studentsis not yet
known, with the number of applicationsincreasing by more than 50 percent it is anticipated that the
Department will be able to distribute the full $500,000 for FY 2007-08. If the $500,000
appropriation isinsufficient, the Department will prorate the per student funding accordingly.

% Actual costsinclude: salary and benefits of qualified teachersand up to one paraprofessional per qualified
teacher; and materials and supplies (not to exceed five percent of the grant). Grant moneys may not be used
for staff development, the purchase of equipment, capital construction, or administrative costs.
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Dropout Prevention Activity Grant Program [New lineitem]. House Bill 05-1024 created the
Dropout Prevention Activity Grant Program. Thisprogram isfunded through voluntary incometax
check-off contributions, which are credited to the Dropout Prevention Activity Grant Fund. This
Fund is subject to annua appropriation, and the Department is authorized to expend up to two
percent of the moneys annually appropriated from the Fund to offset the direct and indirect costs
incurred in implementing the Program. Pursuant to Section 22-27.5-101 et seg., C.R.S,, the
Department isto distribute these fundsto before- and after-school programsthat provide arts-based
or vocational activities for students in grades six through nine who are at risk of dropping out of
school. The Department will develop a grant application process for qualified schools and
community-based organizations. Priority will begivento schoolsthat experience high dropout rates.

The Department's request (Decision Item #6) is intended to provide spending authority for
contributions collected in FY 2005-06 ($28,643), FY 2006-07 ($48,509), plus estimated
contributions for FY 2007-08 ($81,979). The Department isthusrequesting atotal of $159,131
spending authority from the Dropout Prevention Activity Grant Fund for FY 2008-09.

The Department indicates that it chose to invite certain entities that were awarded 21st Century
Learning Center grants through a competitive application process to apply for grants through this
program. The applications for the 21st Century grants contain the criteria that is specified in the
State Board rulesfor thisprogram. Thefollowing nine middieand high schools havethree years|eft
of their 21st Century grant:

. Niver Creek/Goals Inc. (Adams 12)

. Alamosa High School/ Boys and Girls Clubs

. Aurora Central High School/ City of Aurora

. Kunsmiller Middle School/ Catholic Charities (Denver Public Schools)
. Lamar Middle School/ Project Acquire High School Alternative

. Centennial and Olathe middle schools/ Boys and Girls Clubs

. Sierra High School/ YMCA (El Paso 2)

. Cortez Middle School/ Pinon Project

All nine schools received an academic rating of low or unsatisfactory, have many students of color,
and have high drop out rates. These nine schools and their community partners have been invited to
apply for funds to supplement their 21st Century grants for the purpose of including art and
vocational strategies in their after school learning centers. The Department anticipates making
funding decisionsin March 2008 and making funds available July 1, 2008.

Staff recommendsapprovingtherequest. Pursuant to Section 39-22-2802, C.R.S., thistax check-
off is only authorized for three tax years (2005 through 2007). Please note that the State Board is
statutorily required to award grants "in each year in which moneys are credited to the [ Dropout
Prevention Activity Grant Fund]". However, thisis the first time the Department has requested
spending authority. Giventhedollar amountscredited to the Fund in thefirst two years, and the fact
that the tax check-off is only authorized for three tax years, staff agrees with the Department's
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decision to request authority to spend the total amount collected over three years for purposes of
awarding grants.

(VI) Other Assistance [New subsection heading]

Appropriated Sponsored Programs. As discussed later in this document, staff recommends
including thisline item in this new subsection.

Contingency Reserve Fund Pursuant to Section 22-54-117 (1) and (4), C.R.S., the State Board is
authorized to approve payments from the Contingency Reserve Fund to assist school districts under
the following circumstances:

@ financial emergencies caused by an act of God or arising from extraordinary problems
in the collection of taxes,

@ (1n financial emergencies caused by nonpayment of property taxes;
(@ (1)  revenues are insufficient to make abatements and refunds of property taxes,
(@ (IV)  unforseen contingencies (e.g., reductionsin valuation exceeding 20 percent);

@ (V) unusual financia burden caused by the instruction of court-ordered or agency-placed
non-resident children;

(@ (V1)  unusual financia burden caused by theinstruction of children who moveinto the district
following the pupil count date (applies to small districts only);

(@ (VI) unusua financial burden caused by a significant enrollment decline pursuant to a
reorganization; and,

(b in cases of extreme emergency, other factorsthat affect the ability of the district to maintain
its schools without additional financial assistance.

Section 22-54-117 (1) (a), C.R.S,, indicates that, "In deciding the amount to be appropriated to the
contingency reserve, the general assembly may takeinto consideration any recommendations made
by the department of education, but nothing in this section shall be construed to obligate the general
assembly to provide supplemental assistance to all districts determined to be in need or fully fund
thetotal amount of such need." Thefollowing table summarizesamountspaid out to school districts
since FY 1993-94.
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Contingency Reserve

Fiscal Year Actual Payments Fiscal Year Actual Payments
1993-94 $5,544,162 1998-99 $1,913,133
1994-95 2,108,545 1999-00 1,800,000
1995-96 820,929 2000-01 3,770,983
1996-97 1,170,681 2001-02 1,966,353
1997-98 2,250,231 2002-03 3,900,000
10-Year Average 2,670,094
2003-04 0 2006-07 622,493
2004-05 0 2007-08 YTD 0

2005-06 622,493

Although the State Board has not approved any paymentsto date for thisfiscal year, the Department
recently received severa requests related to property tax abatements and errors in the valuation of
property that the State Board will likely act onin March or April. The requeststotal approximately
$425,000.

Please note that pursuant to Section 22-54-117 (1) (c), C.R.S., when aschool district reimbursesthe
State for supplemental assistance received from the Contingency Reserve, the reimbursement is
credited to the Contingency Reserve Fund rather than the General Fund. Thus, these repayments
may then be made available to meet other districts needs. Beginning in FY 2001-02, the
appropriation related to the Contingency Reserve hasincluded spending authority related to districts
repayments (in lieu of a General Fund appropriation to the Contingency Reserve). Specifically,
$310,000 of the assistance provided in FY 2001-02 came from district repayments, and $758,226
of the assistance provided in FY 2002-03 came from district repayments. All other payments were
provided through General Fund appropriations.

The General Assembly has not appropriated General Fund moneysfor thislineitem since FY 2002-
03. Thesource of fundsfor the FY 2006-07 appropriation for thislineitem ($4,291,277 cash funds
exempt) is reimbursements from Denver Public Schools. In FY 2000-01, the State Board paid
Denver Public Schoolsatotal of $3,948,814 to offset property taxes owed by United Airlineswhen
the company declared bankruptcy. The district reimbursed the State for the amount received plus
interest once the bankruptcy case was resolved.

TheDepartment'srequest reflectsthesamelevel of funding ($4,439,728) for FY 2008-09. Staff

recommends reflecting $4,770,988 in the FY 2008-09 Long Bill for this line item, which is
equivalent to the fund balance as of July 1, 2007. Please note that this is an informational
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appropriation, asthe State Board i sstatutorily authorized to approve paymentsfrom the Contingency
Reserve aslong as there is money available.

Military Dependent Supplemental Pupil Enrollment Aid. Pursuant to H.B. 08-1232 (Section
22-54-128, C.R.S.), certain school districtsareeligiblefor additional statefunding based on mid-year
increases in enrollment. Specifically, for FY 2007-08 through 2010-11, any school district may
apply for military dependent supplemental pupil enrollment aid for new pupils who are dependents
of full-time active duty members of the U.S. military or are dependents of a member of the U.S.
military reserve forces who has been called to active duty. If the number of these new pupils as of
February lisat least 25 or represents at least a one percent increase. Eligible districts may receive
one-half of the district's per pupil revenues for each of these new pupils. Districts are required to
apply for such additional funding, and the Department isrequired to submit arequest to the General
Assembly by March 1 for a supplemental appropriation in an amount that will fully fund the
aggregate amount of the military dependent supplemental pupil enrollment aid allowed. TheGenera
Assembly"shall appropriate, subject to availableappropriations,” theamount authorized for military
dependent supplemental pupil enrollment aid. In the event that the amount appropriated by the
Genera Assembly islessthan theamount of aid authorized for each eligibledistrict, the Department
isrequired to distribute available funding proportionately.

The Department submitted a request a Supplemental Funding Request for FY 2007-08 for an
appropriation of $1,924,185 from the State Education Fund. Based on mor e recent information
provided by the Department, staff recommends appropriating $1,818,517, 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

In addition, staff recommendsappropriatingthisamount from the General Fund, rather than
the State Education Fund (asrequested). The General Assembly has not specifically statutorily
authorized the use of State Education Fund moneysfor thispurpose. The Legislative Council Staff
Fiscal Note for this bill clearly indicated that a General Fund Appropriation would be required,
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beginning in FY 2008-09. Pursuant to Article IX, Section 17 of the Colorado Constitution, the
General Assembly may annually appropriate moneys from the State Education Fund for the
following education-related purposes:

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

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

. for accountable education reform;

. for accountable programs to meet state academic standards;

. for class size reduction;

. for expanding technology education;

. for improving student safety;

. for expanding the availability of preschool and kindergarten programs,

. for performance incentives for teachers,

. for accountability reporting; or

. for public school building capital construction.

This program does not appear to fall under any of the above categories, and the request does not
provide any rationale for the requested funding source.

Finally, staff recommendsappropriatingthissameamount for FY 2008-09. If thisappropriation
isnot included in the FY 2008-09 Long Bill (and none was requested), the General Assembly will
likely need to reduce one or more other operating appropriations to cover the appropriation needed
for this program. Based on conversations with Department staff, it is reasonable to assume that the
amount required for FY 2008-09 will be at |east as high asthe amount required for the current fiscal
year.

Supplemental On-line Education Services. House Bill 06-1008 established a program whereby
small school districts and certain charter schools could receive reimbursement for the cost of
purchasing supplemental on-line education courses. This program was authorized for one year.
Subsequently, H.B. 07-1066 established two programs to support supplemental on-line education
services. Thefirst program issupported by thislineitem. Pursuant to Section 22-5-119, C.R.S,, the
General Assembly is required to annually appropriate federal mineral lease revenues for the
Mountain Board of Cooperative Services (BOCES) to contract with asupplemental on-line course
provider to offer on-line coursesto school districts, BOCES, and charter schoolsat acost of nomore
than $200 per student per semester course.

The act included an appropriation of $480,000 from the State Public School Fund (federal mineral
lease revenues) for FY 2007-08 for this program. The Department requests a continuation level of
funding for this purpose for FY 2008-09. Staff recommends approving the request. The
Mountain BOCES is statutorily required to submit a report summarizing the provision of
supplemental on-line courses, including an accounting of expenditures. Thisreport isnot due until
March 15, 2008.
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Supplemental On-line Education Grant Program. The second program authorized by H.B. 07-
1066 is supported by thislineitem. Pursuant to Section 22-2-130, C.R.S., the General Assembly is
required to annually appropriate federal mineral lease moneys for the State Board of Education to
award grants to BOCES and certain school districts and charter schools to remove financial or
technical barriers to providing supplemental on-line education courses. Grants can be used to
provide additional reimbursement for the cost of purchasing supplemental on-line courses, or to
increase access to supplemental on-line courses by providing technical equipment, hiring technical
specialists, providing staff training, or providing financial assistance to hire personnel to facilitate
on-line access. The Board is to give priority to those entities that have been unable to provide
supplemental on-line courses in the past, and consider the degree to which students require
supplemental on-line coursesto meet higher education admission standards, aswell asother revenue
sources available to each entity. A grant may not exceed $5,000 in afiscal year. The Department
isallowed to spend up to two percent of the moneys annually appropriated for this program to offset
the direct and indirect costs of administering the program.

The act included an appropriation of $50,000 from the State Public School Fund (federal mineral
lease revenues) for FY 2007-08 for this grant program. The Department requests a continuation
level of funding for thispurposefor FY 2008-09. Staff recommendsapprovingtherequest. The
Division of Online Learning is currently in the process of developing rules and the request for
proposal (RFP) proceduresfor grant applications. Drafts of the rules and the RFP will be available
for review by February 27, 2008. Thus, no grants have been awarded to date and no dataisavailable
concerning the number of applicants and the overall demand for the program.

Aidfor Declining Enrollment Districtswith New Charter Schools. HouseBill 06-1375 included
aprovision that provides additional state aid for school districts with declining enrollment for the
first year of operation of anew charter school (see Section 22-54-126, C.R.S.). Theact included an
appropriation totaling $1,283,377, including $1,000,000 from the State Education Fund and
$283,377 Genera Fund, for such purpose. The act included the following provision concerning
funding:

"For the 2006-07 budget year and each budget year thereafter, the general assembly
shall annually appropriate moneys from the genera fund or any other source for
additional aid to a declining enrollment district in which a new charter school is
opened. Theadditional aid shall be distributed to all declining enrollment districtsin
which new charter schools are opened in the budget year for which the aid is
appropriated. Theadditional aid shall be distributed among the declining enrollment
districtsin which new charter schools are opened in the proportion that the declining
enrollment district's new charter school enrollment bears to the total new charter
school enrollment inall declining enrollment districts statewidein which new charter
schools are opened in the budget year for which the additional aid is appropriated.”.
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Please note that this provision does not specifically authorize the use of State Education Fund
moneys for the provision of such additional state aid, nor doesit include a statement of legislative
intent identifying the associated constitutionally authorized purpose.

For FY 2006-07, new charter schools opened in nineschool districts”. However, only three of these
school districts experienced declining enrollment in FY 2006-07. The following table details the
funding that was distributed for FY 2006-07:

Aid for Declining Enrollment Districtswith New Charter Schools: FY 2007-08
FTE in Aid Received Aid Received
Funded Actual New (%$4,035.78 per / Total

Pupil Enrollment Charter FTE in New Program

District Count (FTE) Difference Schools Charter) Funding
Clear Creek 1,038.9 961.0 77.9 89.0 $359,184 5.3%
Denver 67,975.3 67,585.5 389.8 100.0 403,578 0.1%
Jefferson 81,825.5 81,137.0 688.5 129.0 520,615 0.1%
Total 150,839.7 149,683.5 1,156.2 318.0 1,283,377 n/a

Subsequently, S.B. 07-199 set a$300,000 cap for thetotal amount of aid that adeclining enrollment
districtin which anew district charter school opens may receivein thefiscal year in which the new
charter school opens.

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

Estimating the number of eligible districts:. The Department is required to annually submit an
estimate of the number of pupils expected to be enrolled in charter schools for the next fiscal year
(for purposes of capital construction funding). Based on its most recent report, the Department has
indicated that five new district charter schools will open in FY 2008-09 in four districts (onein
Arapahoe - Aurora, one in Denver, two in El Paso - Falcon, and one in La Plata - Durango).
However, only two of these four districts are currently projected to experience a decline in
enrollmentin FY 2008-09. Thus, it appearsthat Arapahoe- Auroraand Denver aretheonly districts
that would be €eligible for funding through this line item for FY 2008-09. The following table
indicatesthat the General Assembly could appropriate up to $450,000 for thisprogram for FY 2008-
09 if it intends to provide the same amount per FTE in the new charter school for each eligible
district.

2" New charter schools opened in the following school districts: Arapahoe-Aurora, Boulder Valley, Clear
Creek, Denver, Douglas, El Paso-Cheyenne Mountain, El Paso-Falcon, Jefferson, and Larimer-Thompson.
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Aid for Declining Enrollment Districtswith New Charter Schools: FY 2008-09 Estimate
FTE in Maximum
Funded Actual New Allowable Aid Aid Received /
Pupil Enrollment Charter ($1,250 per FTE | Total Program
District Count (FTE) Difference Schools in New Charter) Funding

Arapahoe -

Aurora 31,552.0 31,449.5 102.5 240.0 300,000 0.13%
Denver 68,360.0 68,294.0 66.0 120.0 150,000 0.03%
Total 450,000

Totheextent that the General Assembly appropriates|essthan $450,000, each eligibledistrict would
receive alower amount per FTE. Should the General Assembly choose to appropriate moneys for
this programs, staff recommends appropriating General Fund moneys, rather than moneys in the
State Education Fund. The statutory provision does not specifically authorize the use of State
Education Fund moneys for the provision of such additional state aid. Further, it is unclear what
constitutionally authorized purposethisfunding fitsunder (i.e., accountable education reform? class
Size reduction?).

LONG BILL FOOTNOTES
Staff recommendscontinuingthefollowingfootnoteasarequest for infor mation, asamended:

Department of Education, Assistance to Public Schools, Grant Programs and
Other Distributions -- The Department is requested to provide information to the
Joint Budget Committee by November 1, 2667 2008, concerning the allocation of
funding to eligibleboardsof cooperativeservices(BOCES) pursuant to Section 22-2-
122 (3), C.R.S. Specifically, the Department is requested to detail the sources of
funds and the allocations made to each BOCES in fiscal year 2006-67 2007-08.

Thisfootnote was vetoed by the Governor on the basisthat: (1) it violates the separation of powers
by attempting to administer the appropriation; and (2) it constitutes substantive legislation. In his
May 2, 2007, |etter tothe General Assembly, however, the Gover nor indicated that hewouldinstruct
the Department to comply to the extent feasible. Further, after the General Assembly overrode all
Long Bill vetoes, the administration reviewed each footnote to deter mine which could bereasonably
compliedwith given availableresour cesand departmental priorities. Totheextent that thisfootnote
could be adhered to without adversely impacting executive branch operations or the delivery of
services, the Governor directed departmentsto comply pursuant to the August 16, 2007 letter from
thedirector of the Office of Sate Planning and Budgeting to theleader ship of the General Assembly.

Pursuant to a provision added by H.B. 02-1053 (Y oung/Taylor), the Department is required to
annually allocate funds to those boards of cooperative services (BOCES) that provide awide range
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of servicesto their member school districts, or school districts with student populations of lessthan
four thousand students. Specifically, up to $250,000 is to be alocated annually using 1.0 percent
of amounts appropriated for various education grant programsfor that fiscal year; moneysareto be
allocated proportionately on aper school district basis, based on the total number of school districts
that have student populations of less than four thousand students and are members of eligible
BOCES. The BOCES that receive alocations are to use such moneys to assist member school
districts and schools in applying for grants. The BOCES use these funds to provide direct grant
writing services (provided through BOCES staff or contracted professional staff), support to school
staff, and training to member school districts.

(D) Appropriated Sponsored Programs

This section of the Long Bill reflects federal funding anticipated to be received by the Department.
This section also provides cash funds spending authority for the Department to receive fees related
to conferences and transfersfrom other agencies. Thevast mgjority of fundsreflectedin thissection
aredistributed directly to local school districts, and the balanceisutilized by the Department to fund
state-wide efforts, to provide technical assistance to school districts, and to cover Department
administrative costs. Matching requirementsfor thefederal funds, whererequired, aregenerally met
by using other Department funds, school district funds, and other “non-state” funds. Thus, no
General Fund appropriation isincluded in thisline item.

Sponsor ed Programs. TheDepartment requestsatotal of $319,571,793and 106.7 FTE for this
lineitem, based on preliminary estimatesof federal fundingthat will beavailablefor FY 2008-
09. Staff recommends approving therequest. Staff has included Appendix C to provide more
detail regarding estimates of funds anticipated to be available for FY 2007-08 and FY 2008-09, as
well as actual amount received and spent in FY 2006-07 (for purposes of comparison). However,
staff recommends moving this lineitem to the " Grant Programs, Distributions, and Other
Assistance" subsection, above.

In addition, staff recommends reflecting federal U.S.D.A. funds, as well as federal library-
related funds, in separ atelineitems. Specifically, staff recommendsr eflecting $96,043,011 and
7.1FTE inthenew " Federal Nutrition Programs' lineitem, and staff recommendsr eflecting
$2,983,084 and 26.3 FTE in thenew " Federal Library Funding" lineitem. Staff first advised
the Committee in the Fall of 2005 that staff may recommend including separate line items in the
Long Bill for some of the more significant sourcesof federal funds(e.g., Title1). Staff believesthat
thiswill provide better, more accessible information to members of the General Assembly and other
interested parties.
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(3) LIBRARY PROGRAMS

Satutory Authorization and Responsibilities. Article 1V, Section 20 of the Colorado Constitution
states that the "superintendent of public instruction shall be the ex officio state librarian.” Pursuant
to Section 24-90-104, C.R.S., the State Library isadivision within the Department of Education, and
itsoperation "is declared to be an essential administrative function of state government”. The State
Librarian hasanumber of statutory duties and responsibilities, including the following [ see Section
24-90-105, C.R.S]:

. tofurnishlibrary or information servicesto state officias, departments, institutional libraries,
and persons who are blind and physically disabled,;

. to contract for the furnishing of library resources to ensure equal accessto information for
all Coloradans;

. to provide for the collection, analysis, publication, and distribution of statistics and
information relevant to the state library and to public, school, academic, and institutional
libraries;

. to contract for the lending of books and other resources to publicly-supported libraries and

institutions and to encourage contractual and cooperative relations to enhance resource
sharing among all types of libraries and agencies throughout the state;

. to encourage contractual and cooperative relations to enhance resource sharing among all
types of libraries and agencies throughout the state;

. to further library development and to promulgate service standards for school, public, and
institutional libraries; and

. to receive and administer federal fundsfor libraries.

Recent Funding Reductions. Asnoted in the narrative at the beginning of this packet, prior to FY
1987-88, funding for library staff and library programswas appropriated through distinct lineitems.
In FY 1987-88, however, funding for library program staff was consolidated with funding for other
Department management and administrative staff to facilitate a $2.5 million reduction in General
Fund appropriationsfor the administration of the Department and library programs. From FY 2001-
02 through FY 2004-05, base General Fund appropriations for staff supported through the
consolidated lineitem were been reduced by another $1.8 million, resultinginareduction of 3.0 FTE
library program staff (a 14 percent reduction). Positions that were eliminated include staff at the
Talking Book Library and staff responsible for institutional library programs.

This section of the Long Bill currently includes line items associated with library programs, other
than Department library program staff. The $1,420,819 General Fund currently appropriated in this
section of the Long Bill for library programs for FY 2006-07 represents 19 percent of the tota
General Fund appropriated by the General Assembly for library programs for FY 2001-02.

Administration [New line item]. As described earlier in this document, staff recommends
transferringtoanew lineitem from theGeneral Department and Program Administration line
item $743,128 General Fund and 11.8 FTE responsiblefor administration of library programs.
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This amount includes $722,622 for personal services, $18,656 for operating expenses, and $1,850
for travel expenses. Staff understandsthat thisamount of state funding, along with other state funds
reflected in this section, is used to comply with federal maintenance of effort and matching
requirementsassociated withfederal library funding. Staff recommendsincludingthisnew lineitem
in a section with other state and federal funding for library programs. In addition, staff
recommendsthat hislineitem reflect donations from the " Friends of the Colorado Talking
Book Library" ($128,302), which are currently used to support 1.0 FTE.

Federal Library Funding [New line item]. As discussed previously in this document, staff
recommendsr eflectingfederal library-related funding (an estimated $3,008,688) aswell asthe
staff supported by that funding (23.8 FTE) in a separate lineitem in the Library Programs
section of the Long Bill. This amount includes funding available through the Library Services
Technology Act and Adult Education Library Research funding.

Colorado Library Consortium.

Background Information. Historically, seven regional organizations of publicly-funded libraries
(schooal, public, academic, and special libraries), known as "regional library service systems’,
provided cooperative services in designated geographic areas of Colorado. The seven regional
systems provided the following services to member libraries:

. professional development and technical assistancefor librarians, particularly thosewho work
in school and public libraries (e.g., developing professional collections of books and videos
onall aspectsof library and school mediaservicesand |oaning such materialsto librariesand
schools across the State);

. administration of cooperative purchasing programs for member libraries (negotiating
significant discounts on books and other library materials); and

. coordination of interlibrary lending (including courier services) for member libraries.

Regional systems budgetscovered all program operationsincluding personnel salariesand benefits,
rent for office space, travel costs, and general program operations. The appropriation of state funds
previously provided about 70 percent of regional systems revenues; other revenues availableto the
regional systemsincluded courier and other fees paid by member libraries. While asmall portion
of the state funding was used for cooperative projects, the mgority of state funding was distributed
to the regiona systems based on a formula which accounted for each region's population, its
geographic size, and the number of librariesin the region.

Previous Funding Levels. For purposes of providing a historical comparison, the following table

providesahistory of appropriationsfor regional library service systemsin FY 1984-95, and over the
|ast ten years:
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Regional Library Service Systems
Appropriation (General Dollar Per cent
Fiscal Year Fund, unless otherwise noted) Increase Change

1984-85 $1,111,679
1997-98 2,019,128
1998-99 2,449,893 430,765 21.33%
1999-00 2,449,893 0 0.00%
2000-01 2,449,893 0 0.00%
2001-02 2,425,394 (24,499) -1.00%
2002-03 2,462,436 37,042 1.51%
2003-04* 600,000 | (1,862,436) -75.63%
2004-05 600,000 0 0.00%
2005-06 600,000 0 0.00%
2006-07 1,000,000 400,000 66.67%
2007-08 1,000,000 0 0.00%
2008-09 Request 1,000,000 0 0.00%

* Pursuant to S.B. 03-282, this funding was from tobacco settlement moneys.

Primarily in response to a 76 percent reduction in state funding in FY 2003-04, the seven regional
systems were collapsed into a statewide cooperative called the "Colorado Library Consortium®.
Primarily, this cooperative provides administrative support for a statewide courier contract that
allows libraries throughout Colorado to purchase courier services at a lower cost than they could
individually. The Consortium also administers cooperative purchasing agreements (including
database subscriptions) and negotiates discounts on various library materials, and it provides

continuing education and technical assistance for librarians across the state.

In May 2004, the Colorado Library Advisory Board established a task force to gather information
fromthelibrary community statewide and prepare astrategic plan (2005 through 2010). Thelibrary
community participated in a process to prioritize goals and objectives. The six objectives selected

by the library community as most crucial include the following:

oSourwbdE

04-Mar-08

Find new funding sources for libraries,
Find financial support for the courier;

Provide statewide access and funding for el ectronic resources;
Develop asingle locator system for all Colorado library holdings;
Create a statewide continuing education plan for library staff; and
Provide sustainable access to statewide virtual services.
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InFY 2006-07 the General Assembly approved arequested $400,000increaseto help offset the costs
of courier service to member libraries. The library courier transports five million items annually
between 423 member libraries (including approximately 3,000 library buildings) aspart of providing
equitable library servicesto all state residents. These items include print material (books, journal
articles, magazines, and newspapers), audiovisual material (CD's, computer disks, DVD's, and
tapes), and correspondence between libraries (Summer reading program materials, promotional
materials, etc.). This service saves libraries a significant amount in mailing costs. In addition, it
reduces the cost of adding to and maintaining local library collectionswhile providing patrons with
access to materials statewide. The courier offers next day delivery to most locations.

Reguest/Recommendation. The Department requests a continuation level of funding ($1,000,000)
for FY 2008-09. Staff recommends approving therequest.

State Grantsto Publicly-Supported Libraries Fund
State Grants to Publicly-Supported L ibraries Program

Background Information. Created in 2000 (S.B. 00-85), this grant program makes state moneys
availableto publiclibraries, school libraries, and academic librariesto obtain educational resources
they would otherwise be unable to afford. Pursuant to Section 24-90-401 et seq., C.R.S,, the
Department is responsible for awarding grants based on the criteria specified in statute, as well as
reviewing and monitoring the expenditure of grant moneys. Each library that meets the statutory
requirements must receive a grant of at least $3,000. In FY 2000-01, 292 of the 324 librariesin
Colorado received grant awards; in FY 2001-02, 299 libraries received grant awards. Please note
that the allocation of funds through this program disproportionately benefits small, rura libraries.
The following table provides a comparison of FY 2000-01 grant awards on a per capital basis.

State Grantsto Publicly-Supported Libraries Grant Awards
L owest, Highest, and Average Per Capita Funding Amounts (FY 2000-01)
Grant Grant per Student/

Typeof Library Library Amount per Capita

Public Silverton Public Library $3,014 $5.89
Public Denver Public Library 148,617 $0.28
Public Statewide/ average 1,282,413 $0.32
School district Las Animas - Branson 3,001 $62.52
School district Jefferson County 25,647 $0.29
School district Statewide/ average 580,356 $0.94
Academic Lamar Community College 3,028 $2.86
Academic University of Colorado at Boulder 8,493 $0.32
Academic Statewide/ average 87,227 $0.51
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The State Grants to Publicly-Supported Libraries Fund consists of all moneys appropriated by the
General Assembly and any other moneys collected by the State Librarian for such purpose. The
Department is statutorily authorized to spend up to 2.5 percent of amount appropriated from the
Fund each year for administrative expenses; the Department is authorized to distribute whatever
portion of the 2.5 percent that is not spent for administrative expenses to the Regional Library
Service System to assist publicly-supported libraries in meeting grant eligibility criteria. The
program is subject to annual appropriation.

This program was funded with $2.0 million General Fund and 0.5 FTE through S.B. 00-85, and
$1,980,000 General Fund and 0.5 FTE in FY 2001-02. No moneys have been made available for
this program since FY 2001-02.

Decision Item #10 - Partially restore funding for State Grants to Publicly-supported Libraries
Grant Program. The Department of Education requests $1,000,000 General Fund for this program
for FY 2008-09. The regquest also includes $1 million in cash funds exempt spending authority for
the State Grants to Publicly Supported Libraries Fund. No FTE authorization is requested.

The Department's request indicates that the elimination of funding for this program left Colorado as
one of only six states with no direct financial support to libraries. While this program benefits all
library types, the Department notesthat Colorado currently ranks47th nationally infinancial support
for its public libraries at $0.03 per capita. The Department also references a 2000 Colorado study
which determined that when school library staffing, expenditures, information resources, and
technology are maximized, assessment scores run 18 percent higher in fourth grade and 10 to 15
percent higher in seventh grade. Further, the Department indicates that a recent study of students
at Colorado colleges and universities show that nearly half use staff-provided assistance for
accessing online or electronic resources, and nine of ten students find the books, print periodicals,
and electronic resources they need through their institution’s library.

Staff recommends approving therequest to appropriate $1 million General Fund for library
resour ces. However, staff does not recommend appropriating these moneysto the State Grantsto
Publicly-Supported LibrariesFund. Instead, staff recommendsappropriatingtherequested funds
through theexisting” Colorado Virtual Library" lineitem, described below. Although funding
isrequested for the State Grants to Publicly-Supported Libraries Program, the intent appears to be
aimed at purchasing database products on a statewide basis to ensure that they are available to all
publicly-supported libraries. The request lists the following performance measure associated with
funding the request:

"Increase the number of schools and libraries participating in available statewide
database purchasing programswhich translatesinto higher CSAPreadingtest scores’

Constituent inquiries to legislators concerning this request reference the "Colorado Knowledge

Initiative", and state that the requested funding will be used to "purchase reliable online resources
for libraries statewide" and will thus assist public, school, and academic libraries in providing
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"business support, reliable health information, meet literacy and education needs, and help al of us
fully participate in our knowledge-based economy”. Information provided by the Department
concerning the Colorado Knowledge Initiativeindicatesthat it isaimed at strengthening educational
resourcesin schools, universities, libraries, and local communities by providing statewide accessto
selected high-end, proprietary databasesfor live homework help, science, medicine, technol ogy and
business.

It isstaff's understanding that if the request is approved as submitted, the Department plans to seek
the agreement of libraries statewide to pool the grant moneys made available to purchase online
resources that would be available to al libraries statewide. Given the statutory allocation formula
for thisgrant program, and the discretion of local libraries over the use of these funds, staff does not
recommend using the grant program to achieve the stated goal. Pursuant to Section 24-90-105 (1)
(f), C.R.S,, the State Librarian has the power and duty to "contract for the furnishing of library
resourcesto ensure equal accessto informationfor all Coloradans'. Inaddition, Section 24-90-302,
C.R.S,, statesthat the Colorado Virtual Library shall include"indexesand full text database products
selected...to servethe needsof the peopleof thestate”. Thisprovisionauthorizesthe StateLibrarian,
subject to avail able appropriations, to "procure through a competitive bid process on-line databases
necessary to provide on behaf of all publicly-supported libraries [such] indexes and database
products..." Thus, staff recommends including the requested funding in the line item discussed
below.

Colorado Virtual Library. In 1990, the General Assembly created the "Colorado Computer
Information Network" to connect existing library information networks (e.g., the Colorado Alliance
for Research Library Network), thereby providing all Colorado residentswith equal accesstolibrary
information [H.B. 90-1230]. In 2003, Section 24-90-301 et seg., C.R.S., was amended and the
network was renamed the Colorado Virtual Library. The State Librarianiscurrently responsiblefor
providing electronic resources through libraries to all Colorado residents and to students and staff
at higher education institutionsand public schools. The Colorado Virtual Library isthusastatewide,
Internet-based library network that provides free access to:

. on-line catalogs of the holdings of Colorado libraries;
. locally produced databases; and
. digitized collections of Colorado resources.

The Colorado Virtual Library ismanaged cooperatively by the State'slibrary community, including
the Department of Education. The General Fund appropriation for this line item provides funding
for ongoing operations, including:

$162,510 Contract technical staff for operations and programming
115,416  Contract training and user support staff and in-state travel
66,970 Annua hardware and software maintenance fees
7,500 Leased space, database archiving services, backup tapes, etc.
7,100 T2 circuit and Internet connectivity
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300 Annua domain name registration fees
359,796  Total General Fund appropriation
TheDepartment requestsa continuation level of funding ($379,796), including $359,796 General
Fund and $20,000 cash fundsexempt spending authority for potential donations. Staff recommends
approving therequest. The Colorado Virtual Library is one of the most basic services provided
through the State Library for school, public, and academic libraries throughout the stete.

Colorado Talking Book Library, Maintenance and Utilities Expenses.

Background Information. The Colorado Talking Book Library ispart of anational library program
providing Braille and recorded materials for blind, physically, and reading disabled persons in
Colorado. The Colorado Taking Book Library is one of the original 19 libraries established
pursuant to thefederal Pratt Smoot Actin 1931. Library servicesareprovidedtoeligibleindividuals
free of charge. The library's recorded materials and tape machines are provided by the Library of
Congress; thiscollectionisenhanced by recordingsof local material staped by volunteersand library
staff. Since 1991, the library has been located at 180 Sheridan Boulevard in Denver. The building
was purchased after the General Assembly appropriated $750,000 from the Capital Construction
Fundfor FY 1989-90 (H.B. 90-1297). InFY 1997-98 the General Assembly appropriated $238,607
from the Capital Construction Fund to replace the roof of the building. Thisbuilding also currently
houses backup computer equipment for the Department of Education.

TheLibrary servesover 12,500 patronsand 677 institutional accounts(e.g., nursing homes, schools,
etc.) statewide.

The Library operatesin avery cost-effective manner. State funds currently support approximately
half of operating expenses and 5.5 FTE (these are currently funded from alocations from the
"General Department and Program Administration” line item), with the balance supported through
federal funds (4.0 FTE) and donations. TheLibrary currently operateswith atotal of 13.0 FTE staff
and 150 volunteerswhowork hoursequivalent to 8.0 FTE; American Library Associationguidelines
indicate that the Library should have 34.0 FTE. In addition, the National Library for the Blind and
Physically Handicapped (NLS), within the Library of Congress, provides playback equipment and
supplies, Braille and recorded books and magazines. Thevalue of NLS support isestimated at over
$630,000 annually, and the existing inventory of material sand equi pment provided by NL Sisvalued
at over $5.5 million. Finaly, the U.S. Postal Service subsidizes mail service for materials sent to
and returned from Library patrons, a savings of approximately $2.3 million annually.

In additionto funding associated withthe Talking Book Library facilities, the General Assembly has
historically provided state funding for three purposes.

. A portion of the funding appropriated through the "General Department and Program
Administration” lineitem is alocated to support some of the library staff.
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. Prior to FY 2003-04, the General Assembly provided an annual appropriation of funds for
the Talking Book Library and for 42 libraries in state residential institutions (e.g.,
correctional facilities, theMental Health Institutes, youth correctionsfacilities, the Colorado
School for the Deaf and the Blind, and nursing homes) to purchase periodicals, books, and
other resources (e.g., $97,823 General Fund for FY 2002-03).

. Prior to FY 2003-04, and again beginning in FY 2006-07, the Genera Assembly provided
an annual appropriation of fundsto cover thelibrary'smaintenanceand utility expenses(e.g.,
$61,023 General Fund for FY 2007-08).

Inaddition, the Library hasaccessto interest earned on the Mary Jones Trust, which was established
in 1981 with aninitial donation of $91,000. As of October 31, 2007, the balance in the Trust was
$1,142,092. Whilethe Trust wasintended to support projectsthat have animpact on alarge number
of library patrons, since 2002 interest earnings have been used to support 1.5 FTE. The State Board
has approved expenditurestotaling $60,000 from the Trust Fund for FY 2008-09 to support 1.5 FTE.

Department Request. Thislineitem was restored in the FY 2006-07 Long Bill to provide funding
for maintenance and utilities expenses of the Talking Book Library. The existing appropriation
consists of $48,464 General Fund transferred from the "General Department and Program
Administration” lineitem, plus$12,559 new General Fund to cover the projected costsof electricity,
natural gas, water/sewer, and building maintenance. The Department did not request any increase
for thisline item for FY 2007-08.

For FY 2008-09, the Department requests an increase of $9,637 (15.8 percent) through Decision
Item #5. Thisamount isrequested to cover increased expenses related to utilities (water and sewer,
waste disposal, telecommunications, el ectricity, and natural gas) and facility maintenance (custodial
services, grounds maintenance, and building maintenance and repairs). Staff recommends
approving therequest. The library serves anumber of elderly patrons, and most of the Library's
150 volunteers are over the age of 60.

Reading Servicesfor the Blind.

Background Information - Colorado Disabled Telephone Users Fund. Pursuant to Sections40-17-
103 and 104, C.R.S,, the Public Utilities Commission (PUC) isrequired to administer acontract for
the provision of telecommunications relay services (which allow individuals who have a hearing
or speech disability to communicate by wire or radio). The PUC isrequired to recover the costs of
providing these services by assessing amonthly surcharges on each telephone accessline. ThePUC
adjusts this surcharge annually, when necessary. All moneys received by the PUC are credited to
the Colorado Disabled Telephone Users Fund.

Pursuant to a series of statutory changes beginning in 1999, moneys in the Colorado Disabled
Telephone Users Fund are also used for other purposes, including: (a) privately operated reading
services for the blind; (b) the Colorado Commission for the Deaf and Hard of Hearing; and (c) the
Colorado Commission for Individuals Who are Blind or Visually Impaired. Cash fund
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appropriations for each of these purposes are made to the PUC annually, and corresponding cash
funds exempt appropriations appear in the other relevant state agencies budgets.

Description of Line Item and Funding History. Thisline item provides spending authority to the
Department of Education out of the Reading Servicesfor the Blind Cash Fund. Pursuant to Sections
24-90-105.5(5) and 40-17-104, C.R.S., the General Assembly isto annually appropriate moneysout
of the Colorado Disabled Telephone Users Fund to the Reading Services for the Blind Cash Fund
for use by the State Librarian in support of privately operated reading services for the blind.

Since FY 1999-00, at least a portion of this appropriation has been used to contract with Radio
Reading Service of the Rockies, a non-profit on-the-air volunteer reading service for the blind,
visualy impaired, and print handicapped citizens of Colorado. Services provided do not duplicate
existing broadcast information that isgenerally avail abl ethrough other media; programming consists
largely of local newspapersand magazines and government publications. For FY 2007-08, the State
Board of Education approved a $150,000 payment for the Radio Reading Service of the Rockiesto
provide free access to ink print materials statewide through various broadcasts (viatelevision SAP
feed, Internet, telephone, and podcasts), related audio services, and listener equipment. Please note
that the Radio Reading Service of the Rockies Board recently approved aname change; the Service
is now named the "Audio Information Network of Colorado".

For FY 2007-08, the State Board of Education approved a $50,000 payment to the National
Federation for the Blind (NFB) for its Newsline service, which provides eligible Col oradans access
to newspapers nationwide and a few magazines via touchtone telephone. Newsline services now
includestelevision listings (based on anindividual'szip code); the NFB indicatesthat thisincreased
use of their Newsline service nationwide by about 30 percent last year. Anyonewho isa patron of
the Colorado Talking Book Library (CTBL) iseligible to access Newsline services. The CTBL is
able to sign patrons up for the Newsline service through their existing database.

The following table detail s appropriations from the Reading Services for the Blind Cash Fund.

Reading Servicesfor the Blind
Radio Reading Services | National Federation Dollar Per cent

Fiscal Year of the Rockies* of the Blind Total Increase Change
1999-00 $93,800 $0 $93,800
2000-01 93,800 0 93,300 0 0.00%
2001-02 93,800 0 93,300 0 0.00%
2002-03 93,800 0 93,800 0 0.00%
2003-04 93,800 0 93,300 0 0.00%
2004-05 93,800 0 93,800 0 0.00%
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Reading Servicesfor the Blind
Radio Reading Services | National Federation Dollar Per cent
Fiscal Year of the Rockies* of the Blind Total Increase Change
2005-06 150,000 40,000 190,000 96,200 | 102.56%
2006-07 150,000 50,000 200,000 10,000 5.26%
2007-08 150,000 50,000 200,000 0 0.00%
2008-09 Reg. 150,000 50,000 200,000 0 0.00%

* Recently renamed Audio Information Network of Colorado

The Department has requested a continuation level of funding $200,000 for FY 2008-09 for the
support of radio reading services. Staff recommends approving the request.

LONG BILL FOOTNOTES
Staff recommends continuing the following footnote:

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

Thisfootnote was vetoed by the Governor on the basisthat: (1) it violates the separation of powers
by attempting to administer the appropriation; and, (2) it constitutes substantive legidlation. Inhis
May 2, 2007, |etter tothe General Assembly, however, the Gover nor indicated that hewouldinstruct
the Department to comply to the extent feasible. Further, after the General Assembly overrode all
Long Bill vetoes, the administration reviewed each footnoteto deter minewhich could bereasonably
compliedwith given availableresour cesand departmental priorities. Totheextent that thisfootnote
could be adhered to without adversely impacting executive branch operations or the delivery of
services, the Governor directed departments to comply pursuant to the August 16, 2007 letter from
thedirector of the Office of Sate Planning and Budgeting to the leader ship of the General Assembly.
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(4) SCHOOL FOR THE DEAF AND THE BLIND

Background Information. The Colorado School for the Deaf and the Blind (CSDB) isastate-funded
school that was established for the purpose of providing comprehensive educational services for
children under the age of twenty-two who are blind and/or deaf. Originaly named the "Colorado
Institute for the Education of Mutes", the School opened in a rented house in April 1874 with an
appropriation from the Territorial Legislature. The student population rapidly outgrew the space
available and in 1876 the School moved to its current campus, made possible with adonation of ten
acres by the founder of the city of Colorado Springs. The CSDB received itsinitial accreditation
from the Department of Education in 1961, and in 1977, the CSDB was transferred from the
Department of Institutions to the Department of Education.

The CSDB currently occupies 18 buildings on 37 acres. Colorado students from the ages of birth
through twenty-one are eligibleto receive serviceseither at or through the CSDB. Studentsenrolled
at CSDB must have a documented hearing and/or vision loss and meet the enrollment criteria
established by the Board of Trustees. Students may also be enrolled on a diagnostic basisin order
to make an accurate determination of the student's eligibility status. A staffing team, including a
CSDB staff member, the student's parents, and alocal school district representative, determineif the
CSDB isthe appropriate |earning environment based on the educational needs of the student. If a
student's parents or legal guardiansreside within Colorado and outside the El Paso County area, the
studentiseligibleto participateintheresidential living program during theweek. Thereisnotuition
for room and board. Out-of-state studentsare considered on a space available basisand arerequired
to pay tuition.

In addition, pursuant to Section 22-80-102 (2), C.R.S. (added in 1991), the CSDB is to "be a
resource to school districts, state institutions, and other approved education programs.” In this
capacity, the CSDB isto provide the following services:

Assessment and identification of educational needs;

Special curricula;

Equipment and materials;

Supplemental related services;

Special short-term programs;

Program planning and staff development;

Programs for parents, families, and the public; and

Research and development to promote improved educational programs and services.

N WDNE

In November 2002, the CSDB estimated that 1,824 students in Colorado were deaf, hearing
impaired, blind, or vision impaired® -- 0.3 percent of the total number of public school studentsin
grades one through 12. In FY 2002-03, the CSDB received per pupil funding for 197 on-campus

%8 per the Department's November 2002 " Targeted Base Review" concerning the CSDB, thisfigureincludes
1,385 deaf/hearing impaired students, 360 blind/vision impaired students, and 79 deaf and blind students.
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students, representing about ten percent of the estimated total number of students with hearing or
visionimpairments. With respect to studentswho are blind/vision impaired, the CSDB gathersdata
from districts annually for purposes of providing Braille and large print materialsto districts. The
CSDB indicates that in FY 2005-06, there were a total of 836 blind/visually impaired students
enrolled in 56 districts. The CSDB served 57 blind/visually impaired, or 6.8 percent of these
students.

Enrollment. As summarized in the table below, the CSDB had an on-campus enrollment of 215
students (ages 3 to 21) in the 2006-07 school year, a decrease of 4.0 percent. The CSDB's totd
enrollment was 562 students, including 347 children under agethree. Comparedto FY 2005-06, the
CSDB's total enrollment increased by 74 students (15.2 percent). The most significant increase
occurred with respect to deaf/hearing impaired children under age three, increasing by 87 (37.0
percent). Total enrollment included 489 deaf/hearing impaired children and 73 blind children. Of
thetotal number of studentsreceiving on-campusservices, 113 resided at the CSDB (returninghome
only on weekends) and the remaining 102 students only attended classes during the day.

Of thetotal number of studentsenrolled, 371 wereinfants, preschool students, attending classespart-
time in local public schools, or in the transition program, and were thus not eligible for per pupil
operating revenue. As a result, the CSDB only received per pupil operating revenue for 191
students. The CSDB indicates that the per pupil operating revenue covered about 11 percent of the
average costs per student (including both residential and non-residential students).

Colorado School for the Deaf and the Blind: FY 2006-07 Enrollment
Children Under 3 On-campus Students Total Enrollment
Annual % Annual % Annual %
Description Number Change Number Change Number Change

Deaf / Hearing Impaired 322 37.0% 167 0.0% 489 21.6%
Blind / Visually Impaired 25 -13.8% 48 -15.8% 73 -15.1%
Total Enrollment 347 31.4% 215 -4.0% 562 15.2%
Number of Residentia Students 0 0.0% 113 -5.8% 113 -5.8%
Number of FTE for Whom Per
Pupil Operating Revenues are
Transferred from School
Districts 0 0.0% 191 -4.5% 191 -4.5%
Percent of FTE for Whom Per
Pupil Operating Revenues are
Transferred from Districts 0.0% 88.8% 34.0%
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This section of the Long Bill is comprised of two subsections. School Operations and Specidl
Purpose.

(A) School Operations

Per sonal Services. Thislineitem providesfunding for most School employees salariesand wages,
aswell asthe associated state contribution to the Public Employees Retirement Association and the
state share of federal Medicaretaxes. Thislineitem aso provides funding for certain professiona
and temporary services. This line item provides over 66 percent of the funding for the CSDB,
supporting all school staff with the exception of those who are supported by specific grantsor direct
payments from districts. In addition, beginning in FY 2006-07, those staff devoted to early
intervention programs are now funded through a separate line item (a description follows). The
Department requests $8,793,236 and 141.3 FTE for thislineitem for FY 2008-09.

FY 2006-07 FY 2007-08 FY 2008-09 FY 2008-09

Staffing Summary Actual Approp. Request Recomm.

Superintendent/ Accountants/

Other Administrative Staff 22.5 22.5 231 231
Teachers/ Teacher Aides/
Specia Education Technicians 69.8 75.4 76.3 76.3
Counselors/ Nurses/ Other Specialists 11.6 13.0 111 111
Facility Maintenance and Other

Operational Support Staff 27.7 30.4 30.8 30.8
TOTAL 131.6 141.3 141.3 141.3

Staff recommendsprovidingacontinuation level of funding ($8,713,574) tosupport 141.3FTE,
calculated in accordance with Committee policy and detailed in the table below. Staff's
recommendation includesan estimated $162,000 for substituteteachersand $665,000 for contractual
services (including physicians, interpreters, therapists, summer school services, security, facilities
labor, professional development services, and background checks).

Summary of Recommendation: CSDB - Personal Services
Description Total Funds FTE
FY 07-08 Long Bill appropriation $8,446,920 141.3
Salary survey awarded in FY 07-08 296,097
80% of Performance-based pay awarded in FY 07-08 50,219
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Summary of Recommendation: CSDB - Personal Services

Description Total Funds FTE
Base reduction (1.0%; not applied to $162,000 used for substitute teachers
and $665,000 for contractual services) (79,662)
Recommended FY 08-09 appropriation 8,713,574 141.3

Staff's recommendation is lower than the CSDB's request based on the Committee's policy
concerning base reductions.

Funding Splits. Pursuant to Section 22-80-113 (4), C.R.S., for those pupils €ligible for funding
under the CSDB Finance Act, the CSDB receives funding from students' “home” school districts.
The Department effects such transfers by withhol ding amounts from the appropriation for the State
Shareof Districts Total Program Funding that would otherwise be paid to the home school district.
The amount the CSDB receivesfor each eligible pupil isequal to the statewide per pupil operating
revenue; for FY 2008-09, this amount is estimated as follows:

Estimated statewide average per pupil funding $6,881.06
Less: amount related to capital/insurance reserve (301.00)

Estimated statewide average per pupil operating revenue 6,580.06

The actual number of students for whom per pupil operating revenues are transferred from school
districts has been declining in recent years, dropping from ahigh of 216 in FY 1999-00to 191in FY
2006-07; through December of the current school year, this number has declined further to 187.
Staff’ srecommendation includesatotal of $1,230,471 cash funds exempt transferred from the State
Share lineitem, calculated as follows:

187 funded pupil count X $6,580.06 = 1,230,471

In previousfiscal years, the CSDB has received $60,000 in federal National School Lunch Act and
Child Nutrition Act funds through the Department (thus appearing as cash funds exempt) based on
the number of mealsserved. Expensesthat are not covered by these cash funds exempt transfersare
covered by General Fund:

Total Funding for Personal Services $8,713,574
Less: Per Pupil Operating Revenues (1,230,471)
Less. Federa Nutrition Funds (60,000)
General Fund Share of Personal Serviceslineitem 7,423,103

Early I ntervention Services.

Background Information. Since April 2001, the "Colorado Home Intervention Program™ (called
"CHIP") has been operating within the CSDB. Thisprogram wasfirst started with federal grantsin
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1969, and it operated within the Colorado Department of Public Health and Environment from 1975
through March 2001. Thishome-based, family-centered early intervention program serves hearing
impaired children (ages zero to three), and their parents. The program involves a facilitator:
workingwiththechildto devel op languageskills; providing parentswith information and counseling
to identifying strategiesto usein communicating with their child; and assessing the dynamics of the
parent-child interaction and providing support to improveit.

Prior to FY 2006-07, this program was supported by existing personal services funding, aswell as
various federal grants, donations, and in-kind services. For FY 2006-07, the CSDB requested an
increase of $462,620 General Fund and 1.8 FTE to continue and expand two early literacy
development programs. These programs involve specially trained fluent sign language
instructors/tutors (many of whom are deaf or hard of hearing themselves) visiting families weekly
to provide support and instruction in techniques to build the child's literacy. One program (the
Shared Reading Program) isdesigned for familieswho rely on American Sign Language; the second
program (Integrated Reading Program) isdesigned for familieswho use English-based sign language
and some speech. In addition, theseinitiativesinvolve coordinating with preschool and elementary
school teachers so they may reinforce the family'suse of early literacy strategies, thereby easing the
child'stransitioninto public school. The General Assembly approved therequest. Inaddition, Long
Bill appropriations were modified to separately identify funds and staff associated with early
intervention programs. The FY 2006-07 Long Bill included aline item consisting of the following:

. $462,620 General Fund and 1.8 FTE approved as requested;
. $637,488 General Fund and 6.9 FTE transferred from the Personal Serviceslineitem; and
. $153,608 cash funds exempt grants and 1.3 FTE transferred from the "Grants" line item.

For FY 2008-09, the Department requests atotal of $1,146,468 General Fund and 10.0 FTE for this
lineitem. The Department requeststhat the $153,608 in grantsbereflected inthemain"Grants' line
item, rather than in thislineitem. The Department requeststhat all 10.0 FTE remain authorized on
this line item, as any grant funding is being used to support contract staff, rather than state staff.

FY 2006-07 FY 2007-08 FY 2008-09 FY 2008-09
Staffing Summary Actual Approp. Request Recomm.

Early Education Director 10 1.0 10 1.0
Early Intervention Specialists 0.7 16 1.7 1.7
Early Literacy Development Initiative 21 14 14 14
Regional earing Resource Coordinators 3.8 52 4.4 4.4
Accounting technicians 10 0.0 15 15
Staff funded by grants 0.0 0.8 0.0 0.0
TOTAL 8.6 10.0 10.0 10.0
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Staff recommends approving therequest, which is calculated in accor dance with Committee
policy and detailed in the table below. Staff's recommendation includes an estimated $385,000
for contractual services. Staff also recommends approving the request to reflect all grant
fundingin asinglelineitem.

Summary of Recommendation: CSDB - Early Intervention Services
Total General Cash FTE
Funds Fund Funds
Description Exempt
FY 07-08 Long Bill appropriation $1,263,773  $1,110,165 $153,608 10.0
Salary survey awarded in FY 07-08 30,879 30,879 0
80% of Performance-based pay awarded in FY
07-08 5,424 5,424 0
Base reduction (1.0% for lines with 20.0+ FTE;
not applied to $385,000 used for contractual
services and $153,608 in grant funding) 0 0 0
Recommended FY 08-09 Appropriation 1,300,076 1,146,468 153,608 10.0

Shift Differential. Thislineitem isused to pay for the adjustment to compensate employees for
work performed outsideaMonday through Friday, 8:00 am. to 5:00 p.m. work schedule. Currently,
the State payspercentageincreasesfor shift differential (7.5 percent for second shift and 10.0 percent
for third shift). Unlike the other awards, the entire base budget and any increases have historically
been included in the centrally-appropriated budget line at 80.0 percent of the total estimated costs.
This Department usesits shift differential to provide 24-hour staff coveragefor residential students
at the CSDB. The Department requests $84,932 for thislineitem for FY 2008-09. Consistent with
Committee policy, staff recommends approving the request.

Operating Expenses. This line item provides funding for supplies and materials, as well as for
certain services that are not covered by other line items such as capital outlay®, custodial services,
equipment rental, storage, dues and subscriptions, and printing. The Department requests a
continuation level of funding ($417,277). Staff recommends approving the request, which is
consistent with Committee policy. The following table details the calculation of this amount.

2 Capital outlay includes replacement of equipment, furniture, and other items that cost less than $50,000,
aswell as building repair and remodeling costing less than $15,000.
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Summary of Recommendation: CSDB - Operating Expenses

Description General Fund

Appropriation for FY 07-08 $417,277
No inflationary increase for food expenses (object code 3118) 0

No inflationary increase for medical expenses (object code 3119,
medical supplies) 0

Recommended Operating Expenses appropriation for FY 08-09 417,277

Vehicle L ease Payments. Thislineitem providesfunding for annual payments to the Department
of Personnel and Administration for the cost of administration, loan repayment, and |ease-purchase
payments for new and replacement motor vehicles [see Section 24-30-1117, C.R.S.]. The current
appropriation covers costs associated with atotal of 12 vehicles® that are all utilized at the CSDB.
The Department'srequest for $18,977 Genera Fund for FY 2008-09 represents adecrease of $3,767
compared to theamended appropriationfor FY 2007-08. The CSDB isrequesting fundingto replace
three 1997 vehicles, including a full-sized sedan, a seven-passenger van, and a 15-passenger van.
Staff recommendsthe Committee approving therequest to replacethreevehicles, asall three
exceeded the 100,000 threshold in June 2007. Thedollar amount of staff's recommendation
ispending Committee policy. Staff will ultimately reflect Committee policy in the appropriation
for thisline item.

Communications Services Payments. Thisline item provides funding to pay to the Department
of Personnel and Administration the Department of Education's share of the costs associated with
operating the public saf ety communicationsinfrastructure. The Department requests $3,598 for this
purpose for FY 2008-09. The staff recommendation on thislineitemsis pending a Committee
common policy for communications services. Staff will ultimately reflect Committee policy in
the appropriation for thisline item. In addition, staff recommends moving thislineitem to the
new " (A) Administration and Centrally-Appropriated Lineltems' subsection within the (1)
Management and Administration section of the Long Bill. Unlike the other centraly-
appropriated lineitemsincludedinthe CSDB section of theLong Bill (Shift Differential and Vehicle
Lease Payments), thisline item is not one that the CSDB has any role in managing.

Utilities. Thislineitem provides funding for the CSDB's water and sewer, e ectricity, and natural
gas expenses. The CSDB requests $460,913 General Fund for thislineitem, which is the amount
appropriated for FY 2007-08. The CSDB provided detailed rate and utilization information and
projections. The following table provides a recent history of utility expenses and a comparison of
the Department's FY 2008-09 request and the staff recommendation.

30 Currently, these vehicles include: seven vans, one mini-bus with a wheelchair lift, one truck, and three
passenger vehicles.
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Colorado School for the Deaf and the Blind Utilities Expenses
FY 2005-06 | FY 2006-07 FY 2007-08 Y e
Service Actual Actual Appropriation Request Recomm.
Natural gas $231,240 $220,758 $255,244 $255,244 $255,244
Electricity 145,002 142,498 146,174 146,174 146,174
Water and sewer 70,977 40,869 59,495 59,495 59,495
Other 63,486 86,271 0 0 0
Total 510,705 490,396 460,913 460,913 460,913

Staff recommendsapproving therequest for FY 2008-09. Although actual expendituresfor FY
2006-07 indicate that the request may be too high, recent rate and utilization data indicates that the
FY 2007-08 appropriation may fall short of funding the CSDB's utility needs by about $6,000
(primarily inwater and el ectricity expenses), and the requested level of funding for FY 2008-09 may
fall short by about $18,000 (again, primarily in water and electricity expenses).

Allocation of Stateand Feder al Categorical Program Funding. TheCSDB receivesanallocation
of state and federal moneys available for special education services for children with disabilities
based on its December pupil count. In addition, the CSDB may receive allocations from other
categorical programs (e.g., in recent years the CSDB has received allocations related to English
language proficiency programs, special education for gifted and talented children, and the Expelled
and At-risk Student Services Grant Program). The Department requests a continuation level of
cash funds exempt spending authority ($150,000 and 0.4 FTE). Staff recommendsapproving
therequest.

M edicaid Reimbur sements for Public School Health Services. Similar to school districts, the
CSDB isauthorized to enter into contracts and receive federal matching funds for moneys spent in
providing student health services|[i.e., preventive, diagnostic, therapeutic, rehabilitative, or palliative
items or servicesthat are furnished to students by a school district, aboard of cooperative services,
or a state educational institution pursuant to the S.B. 97-101 Public School Health Services
program]. It isstaff'sunderstanding that the CSDB has been participating in this program since FY
2000-01, and receivesfederal Medicaid moneys annually based on claims submitted. Section 26-4-
531 (2) (b), C.R.S, states that "any moneys provided to a school district pursuant to a contract
entered into under this section shall not supplant state or local moneys provided to school districts’
for:

(a) special education services for children with disabilities;
(b) the Colorado preschool program; or
(c) the School Finance Act.
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Based on this provision, the CSDB has used the additional federal Medicaid moneys available to
increase specia education servicesto its students (e.g., providing an additional day of occupational
or physical therapy, in accordance with a student's individual education program).

TheDepartment requests$85,000and 1.5FTE based on anticipated claims. Staff recommends
approving therequest.

(B) Special Purpose

Fees and Conferences. Thislineitem provides spending authority for the Department to receive
fees charged and received for various conferences or meetings held at the CSDB. Examples of
conferencesincludetheannual statewidedeaf symposium, nursing conferences, and summer camps.
These fees offset additional custodial, maintenance, and security costs incurred.

Decision Item #7 - Increased Spending Authority. The CSDB requests a$45,000 increasein cash
funds spending authority for this line item (from $75,000 to $120,000). Since the CSDB is a
statewide resource, various conferences are held throughout the state of Colorado with the CSDB
asthe primary organization and fiscal agent. The CSDB had to reject the opportunity to provide a
trainingworkshop for educational interpretersin FY 2006-07 because the $75,000 appropriation cap
had been reached.

Currently, the CSDB hosts an annual Symposium on Deafness, Language and Learning. Each
attendee paysaconferencefee. Thelast two professional development conferences held inthe Fall
of 2006 and 2007 generated $53,467 and $44,883, respectively. Thus, this conference generates
about two-thirds of the alowable revenues annually. Several Colorado programs have requested
additional conferences. If this request is approved, the CSDB anticipates hosting additional
conferences, such as those listed below:

. Educational Interpreter Conference — Interpreter Skill Building (estimated revenue of
$10,000 from 60 attendees). This is a new conference requested of the Department
Consultant on Deafness, as well as educational interpreters statewide, to improve the skills
of interpreters for students who are deaf or hard of hearing.

. Early Literacy Development Initiative (ELDI) Conference — Serving Colorado Home
Intervention Program facilitators, Integrated Reading Program instructors and Shared
Reading Programtutor s(estimated revenue of $12,000 from 75individuals). Thefirst ELDI
conference occurred in 2007. This professiona development conference is for Colorado
Home Intervention Program facilitators, Integrated Reading Program instructorsand Shared
Reading Program tutors.

. Conference on Blindness and Visual Impairment — Professional Devel opment Conference
(estimated revenue of $10,000 from 60 individuals). This is a proposed professional
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development conference for service providers of students with blindness or visua
impairment.

. Leadership Academy Conference (estimated revenue of $8,000 from 45 students). Thisis
aproposed conferencefor high school studentswho are deaf/hard of hearing or blind/visually
impaired.

The CSDB also collects other fees, including fees paid for counseling services provided to students
who are deaf/hard of hearing or blind/visually impaired in schools throughout Colorado
(approximately $10,000). Serviceproviders, parents, and school administratorsthroughout the state,
aswell asthechildren and youth who are deaf/hard of hearing or blind/visually impaired will benefit
from these conferences.

Staff recommends approving the request for an appropriation of $120,000 for FY 2008-09.
Pursuant to Section 22-80-102, C.R.S., the CSDB is charged with being "a resource to school
districts, stateinstitutions, and other approved education programs’. Among other resourceservices,
the CSDB isrequired to provide "programsfor parents, families, and the public". Approval of this
request will allow the CSDB to host conferences that will benefit professionals working with
students who are deaf/hard of hearing or blind/visually impaired, parents of those children, and the
students themselves. Approval of the request should also assist the CSDB in meeting some of its
goals related to student achievement gaps.

Federal Funds Transferred from School Districts. The CSDB is statutorily charged with being
aresourceto school districtsby providing several services, including: assessment and identification
of educational needs; special curricula; equipment and materials; and staff development. Districts
currently transfer federal funds to the CSDB for three purposes:

. The CSDB occasionally accepts students from Colorado school districts for extended
diagnostic periods prior to the student meeting School enrollment criteria. Typically, these
students require aone-on-one aide who must be supplied by the home school district. Often
the districts themselves are unable to find qualified applicants willing to work for district-
level salarieswhileliving inthe Colorado Springsarea. Dueto union agreements, however,
districts are unable to pay these employees more than other district employees. To address
thisissue, thislineitem provides spending authority for the CSDB to hirethese professionals
using federal special education funds transferred from school districts.

. School employees travel to districts to provide training for district staff and/or to provide
direct support to students. Districts pay the CSDB for their staff time and travel expenses.

. Each district paysaflat amount (e.g., $200/student ) for each blind/visually impaired student
enrolled in the district. These moneys are collected by the CSDB and paid to the Colorado
Instructional Materials Center (CIMC) to provide Braille and large print materials for
students.
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TheDepartment requestsacontinuation level of funding ($269,000 and 2.8 FTE). Thisamount
is estimated to include: $95,000 for one-on-one aides (four individuals through the CSDB year or
2.8 FTE); $28,000 for teacher visitsto districts; and $146,000 for Braille and large print materials.
Staff recommends approving therequest.

Tuition from OQut-of-state Students. The CSDB is statutorily authorized to admit students from
other states"...upon payment to the superintendent of such a sum quarterly asthe board of trustees
determines, to be not less than the total cost per capita of the students for the year immediately
preceding the year in which the application is made." [see Section 22-80-110, C.R.S.] The CSDB
is not allowed to admit a student from another state, however, to the exclusion of any Colorado
resident. Tuition payments are generally used for curriculum, technology, and dorm furniture.

Historically, the CSDB has admitted students from Wyoming who cannot be appropriately served
in their home school district. WWyoming does not have a state school to serve children who are deaf
and/or blind. Prior to FY 2007-08, the CSDB required Wyoming to pay their students tuition using
federal funds (available under the federal Individualswith Disabilities Education Act), which were
treated as cash funds exempt and are not subject to the limitation on state fiscal year spending
imposed by Section 20 of Article X of the State Constitution ("TABOR"). Beginning in FY 2007-
08, the CSDB has been authorized to accept tuition payments from other states for up to four
students using state, rather than federal funds. [Apparently Wyoming school districts would prefer
to use state fundsto pay thetuition for students attending the CSDB, because the State of Wyoming
reimburses school districtsfor 100 percent of their costs of providing special education servicesto
studentswith disabilities.] Thisauthorization ensures that children from neighboring states can be
served at the CSDB (given available space) if it isdetermined that it isthe best setting for the child.
Tuition paid with state funds are subject to TABOR.

The Department requests, and staff recommends, a continuation level of spending authority
($200,000) to allow children from neighboring states to receive services from the CSDB wheniitis
deemed the most appropriate setting.

Summer Olympics Housing. Thisline item provides spending authority for the Department to
receivefeescharged to participating athletesfor custodial, mai ntenance, and security costsassociated
with housing deaf/blind athletesin summer months. Staff recommends providing therequested
spending authority of $10,000, which represents a continuation level.

Grants. Thislineitem provides spending authority for the CSDB to receive various federal grants
transferred from other lineitemswithin the Department. This spending authority excludesamounts
related to categorical programs and Medicaid reimbursements for public school health services, as
these amount are now appropriated through separate lineitems (discussed above). The Department
requests an appropriation of $1,403,608 and 9.0 FTE based on funds anticipated to be available
(including an estimated $153,608 in grant funding that isused for early intervention services). Staff
recommends approving therequest.
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