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Impact on Expenditures Impact on Revenues
FY 2014 $0 FY 2014 $0
FY 2015 $84,027,481 FY 2015 $0
FY 2016 §55,939,951 FY 2016 $0

Explanation by State
Budget Office:

Comments on
Sources of Funds:

Summary of Facts
and Assumptions:

Summary of Fiscal
Impact;

This bill removes the transition plan for local education agencies (LEAs) receiving
more education aid as a result of the education aid funding formula enacted in FY
2011 (also referred to as “underfunded districts”). Instead, these LEAs will receive
100.0 percent of education aid due under the funding formula beginning July 1, 2014,

Education aid, as calculated by the funding formula, is financed through general
revenue.

Current law stipulates that for LEAs receiving education aid pursuant to RIGL 16-
7.2-3 that exceeds the amount received on the effective date of the formula, also
referred to as “underfunded districts”, funding will be transitioned over a period not
to exceed seven years; the LEAs receiving less due to the formula, or “overfunded
districts”, will transition the decrease over a ten-year period. Each fiscal year’s
formula calculations utilize the previous fiscal year’s financing level and
assumptions as the base, and then adjustments are made to allow for data updates.
This bill would amend the transition plan so that underfunded districts will receive
the fully-transitioned amount of education aid due under the funding formula
beginning in FY 2013, four years ahead of schedule. The overfunded districts shall
remain on the ten-year transition plan.

The legislation would be effective upon passage and impacts all fiscal years
remaining in the transition period for underfunded districts (FY 2015 to FY 2017).
Under current law, FY 2018 is the first year where underfunded districts will receive
the full amount of the state’s share of education aid as calculated by the funding
formula; this would coincide with proposed legislation. Senate bill S-2269 is the
companion bill.

There is no fiscal impact for FY 2014 since this change to the formula will be 5,{/2/
applied to aid for the period beginning July 1, 2014. The fiscal impact for FY 2015

would be an $84,027,481 increase in state aid to education, calculated by the

additional amount necessary over the FY 2014 enacted level of $119,983,419, less

the $35,955,938 transition amount already included in the Governor’s

recommendation, For FY 2016, there would be an increase of $55,939,951 over the

amount needed under current law and based on FY 2015 data.

Due to formula calculations using the prior year’s aid level as the base, if this bill
passes and is effective for FY 20135, the change for FY 2016, and subsequent years,
would only be due to other factors of the formula, such as the core instruction
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amount and the state share ratio. These changes totaled an increase of $13.6 million
for FY 20135, where the majority ($7.9 million) is due to charter school growth that
the Department of Elementary and Secondary Education projects will decline in the
next few years.

The attached table shows changes in education aid calculated pursuant to current law
RIGL 16-7,2-3 by district and the projected amounts per underfunded district for
both fiscal years should the legislation pass.

This change affects 27 districts, 16 charter schools, and the Urban Collaborative, Of
the 27 districts, 10 districts spent more than the state average of $14,956 at the time
of formula implementation and therefore, would be eligible to reduce their
maintenance of effort payment by the amount of the acceleration, should the
legislation come into effect.

Calculations for this fiscal note reflect data updates and therefore show a variance
from the fiscal impact analysis completed for companion bill 2014-8-2269.
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House Fiscal Advisor Comments H 7182:

While the fiscal impact appears correct, the “summary of fiscal impact” incorrectly describes
the calculation used to arrive at the number. The fiscal impact reflects the amount that would
be needed above the Governor’s FY 2015 recommendation.



