Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, W1l 53703 « (608) 266-3847 « Fax: (608) 267-6873

November 15, 2006

TO: Members
Wisconsin Legislature

FROM: Bob Lang, Director

SUBJECT: 2006-07 General School Aids Amounts for All School Districts

In response to requests from a number of legislators, this office has prepared information
on the amount of general school aids to be received by each of the 425 school districts in 2006-
07. This memorandum describes the three types of aid funded from the general school aids
appropriation and the reductions made to general school aid eligibility related to the Milwaukee
and Racine charter school program and the Milwaukee parental choice program. The attachment
provides data on each school district's membership, equalized value, shared costs and general
school aids payment, based on the October 15, 2006, equalization aid estimate prepared by the
Department of Public Instruction (DPI).

General School Aids

General school aids include equalization, integration (Chapter 220), and special
adjustment aids. In 2006-07, $4,722.7 million from the general fund is appropriated for general
school aids. Of the total amount of funding provided, including adjustments, 414 school districts
are eligible for $4,620.4 million in equalization aid, 28 districts are eligible for $89.0 million in
integration aid and 50 districts are eligible for $13.3 million in special adjustment aid.

Equalization Aid. A major objective of the equalization aid formula is tax base
equalization. The formula operates under the principle of equal tax rate for equal per pupil
expenditures. In pure form, this means that a school district's property tax rate does not depend
on the property tax base of the district, but rather on the level of expenditures. The provision of
state aid through the formula allows a district to support a given level of per pupil expenditures
with a similar local property tax rate as other districts with the same level of per pupil
expenditures, regardless of property tax wealth. There is an inverse relationship between
equalization aid and property valuations. Districts with low per pupil property valuations receive
a larger share of their costs through the formula than districts with high per pupil property
valuations.



The current three-tiered cost sharing formula was enacted in 1995 Act 27 and first applied to
equalization aids paid in 1996-97. The equalization aid formula is calculated using school district
data (membership, shared costs and equalized valuations) from the prior school year. There are
three guaranteed valuations used in the equalization formula that are applied to three different
expenditure levels. The rate at which shared costs are aided through the formula is determined by
comparing a district's per pupil property value to the three guaranteed valuations. Equalization
aid is provided to make up the difference between the district's actual tax base and the state's
guaranteed tax base.

Primary Tier. The first tier is for shared costs up to the primary cost ceiling of $1,000 per
member. State aid on these primary shared costs is calculated using a statutorily guaranteed
valuation of $1,930,000 per member, and is based on a comparison of the school district's equalized
valuation per member to the $1,930,000. State aid equals the amount of costs that would be funded
by the missing portion of the guaranteed tax base. Every district whose equalized valuation per
member is below $1,930,000 receives at least the primary aid amount; primary aid cannot be
reduced by negative aid generated at the secondary or tertiary aid levels. This feature of the formula
is referred to as the "primary aid hold harmless."”

Secondary Tier. The second tier is for shared costs that exceed $1,000 per member but are
less than the secondary cost ceiling, which is equal to $8,252 in 2006-07. The secondary cost
ceiling is set equal to 90% of the prior year statewide shared cost per member. The state's sharing
of secondary costs is calculated using the secondary guaranteed valuation. The secondary guarantee
IS not set statutorily, but is placed at a level that generates equalization aid entitlements that are
equal to the total amount of funding available for distribution. In 2006-07, the secondary
guaranteed valuation is $1,291,886.

Tertiary Tier. The third tier is for shared costs that exceed the secondary cost ceiling of
$8,252 per member in 2006-07. State aid on tertiary shared costs is calculated using the statewide
average equalized valuation per member, which is $483,017 in aid year 2006-07. If a school
district's tertiary aid is a negative number, this amount is deducted from its secondary aid. As noted
above, if the sum of a district's secondary and tertiary aid is a negative number, this amount is not
deducted from its primary aid amount.

For most school districts, equalization aid is the only type of general school aid received.
Eleven districts, however, had a per pupil equalized value above the primary guaranteed
valuation. These districts are not eligible to receive equalization aid in 2006-07.

Integration Aid. Under the integration aid program (commonly called Chapter 220 after
the 1975 session law), the state provides funds as an incentive for districts to voluntarily improve
racial balance within and between school districts. To be eligible, a school district must transfer
pupils between "attendance areas" or districts with certain concentrations of minority or
nonminority pupil populations. Integration aid is funded through the same appropriation as
equalization aid. Since the program acts as a "first draw" from that appropriation, payments are
not subject to proration.
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Integration aid is calculated through two different formulas depending upon whether a
pupil is transferred within a school district (intradistrict) or from one school district to another
(interdistrict). Under both formulas, school districts receive state aid based on the number of
pupils transferred in the prior school year.

Intradistrict Transfer Aid. State aid is based on the school district's equalization aid per
pupil multiplied by 25% of the number of eligible transfer pupils. The same formula is used to
compute state aid for desegregation plans using merged attendance areas (school pairing). As
part of the neighborhood schools initiative in 1999 Act 9, a "hold harmless™ was established on
the amount of intradistrict aid that would be received by Milwaukee Public Schools (MPS),
which is generally equal to the greater of: (a) the 1998-99 aid amount ($32.9 million); or (b) the
actual aid entitlement generated under the formula.

Interdistrict Transfer Aid. The state provides financial support to both the district which
accepts the transfers (the "receiving” district) and the district from which the transfers came (the
"sending" district).

The receiving district is paid an amount equal to its average net cost per pupil for each
transfer accepted. This is calculated by taking the number of pupils transferred into the school
district in the previous school year times the school district's net school cost divided by the sum
of membership plus the number of transfer pupils in the prior year.

The sending school district can count each pupil transferred to another district as 0.75
member for general school aid purposes, which is commonly referred to as "sender” aid.
However, a separate integration aid payment is not calculated for sending districts; instead, the
district receives these funds as part of its equalization aid payment.

Special Adjustment Aid. The state provides additional general school aid to districts to
cushion the effect of reductions in general school aid from one year to the next, commonly
referred to as a "hold harmless” payment. These aids are fully funded from the general school
aids appropriation. A district is guaranteed a specific percentage of its prior year's payment of
general school aid, including equalization, integration and special adjustment aid, thus limiting a
district's annual decline in general school aid. The hold harmless aid insures that a district's
general school aid payment is no less than 85% of its prior year level.

Prior Year Adjustments. In calculating general school aids each year in October, DPI
makes adjustments that are necessary based on the prior year's final general aid eligibility, which
is calculated annually in June. The June eligibility amount may differ from the prior October's
eligibility amount because of modifications in school district aid factors due to further data
collection or auditing. In 2006-07, 33 school districts will receive positive prior year aid
adjustments totaling nearly $300,000, 351 school districts will receive negative prior year aid
adjustments totaling nearly $300,000, and 41 districts will receive no prior year aid adjustment.
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Milwaukee and Racine Charter School Program and Milwaukee Parental Choice Program

The Milwaukee and Racine charter school program and the Milwaukee parental choice
program are funded from separate GPR sum sufficient appropriations established for each of the
programs.

Under the Milwaukee and Racine charter school program, the City of Milwaukee, UW-
Milwaukee, and UW-Parkside operate or contract to operate charter schools, and DPI pays the
operators of these charter schools a statutorily-determined per pupil amount each year ($7,669
for 2006-07). By law, DPI is required to proportionally reduce the general school aids for which
each of the 425 school districts is eligible by an amount totaling the estimated payments under
the program. Based on the October 15, 2006, general school aids estimate, in 2006-07, general
school aids statewide will be reduced by a total of $39.9 million for the charter program. Each
district's general school aids will be reduced proportionately by 0.8% to generate a total statewide
amount of $39.9 million. The Department calculates this reduction individually for each type of
general school aid. Under revenue limits, school districts may levy property taxes to make up for
the amount of revenue lost due to these aid reductions.

Under the Milwaukee parental choice program, the state pays a statutorily-determined per
pupil amount for children from low-income families to attend, at no charge, participating private
schools in the City of Milwaukee. The maximum per pupil payment for 2006-07 is $6,501. By
law, DPI is required to reduce the general school aids for which MPS is eligible by 45% of the total
cost of the choice program. Under revenue limits, MPS can levy to make up for the aid reduction.
Thus, the general fund pays 55% of the choice program and MPS pays for 45%. The October 15,
2006, general school aids calculation uses an estimate of $110.5 million for the total cost of the
choice program in 2006-07. Thus, the general fund will pay $60.8 million of the cost of the
choice program, while MPS's general school aids will be reduced by $49.7 million, or 7.2% of its
general aid entitlement. Other than MPS, all school districts' aid payments and property tax levies
are not affected by the choice program.

After the aid reductions for the charter and choice programs, the net amount of funding
paid for school district general school aids is $4,633.1 million, which provides $4,535.2 million
for equalization aid, $84.7 million for integration aid and $13.2 million for special adjustment
aid.

Description of the Attachment

The attachment provides general school aids information for each of the state's 425 school
districts for 2006-07, based on the October 15, 2006, aid calculation completed by DPI. Aids for
2006-07 are calculated using 2005-06 memberships, values, and shared costs. Specifically, the

attachment provides the following information:

Column 1: School district name, listed alphabetically;
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Column 2:  2005-06 membership;

Column 3:  2005-06 equalized value per member, adjusted for union high school and K-8 districts;
Column 4:  2005-06 shared cost per member;

Column 5:  2006-07 equalization aid eligibility, including prior year adjustments;

Column 6:  2006-07 integration aid eligibility, including prior year adjustments;

Column 7:  2006-07 special adjustment aid eligibility, including prior year adjustments;

Column 8: Total general school aids reduction for the Milwaukee parental choice program in
2006-07;

Column 9: Total general school aids reduction for the Milwaukee and Racine charter school
program in 2006-07; and

Column 10: Total net 2006-07 general school aids payment, including equalization, integration and

special adjustment aids, all prior year adjustments and all choice and charter
reductions.

Prepared by: Russ Kava
Attachment
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