UTAH STATE LEGISLATURE 2010 GENERAL SESSION

MINIMUM SCHOOL PROGRAM
CHARTER SCHOOL FUNDING PROGRAMS

N Al PUBLIC EDUCATION APPROPRIATIONS SUBCOMMITTEE
AL ANALYST STAFF: BEN LEISHMAN & PATRICK LEE

SUMMARY

The Minimum School Program (MSP) contains two programs that provide supplementary funding to
public charter schools. Charter schools participate in other programs within the MSP in a similar manner
to school districts, assuming the charter school meets statutory criteria established for those programs.
The two programs include the Local Replacement Formula and Administrative Costs.

Since the Legislature created a charter school
program in Utah during the late 1990s, enrollment in Figure 1: Charter School Enrollment
these schools has increased dramatically. The first- Fall 1999 toFall 2010 Projected
year enrollment in 1999 totaled 390 students. In
Fall 2010, enrollment projections indicate that a
total of 42,100 students will likely enroll in charter
schools. Figure 1 provides a history of charter
school enrollment since they were created.
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CHARTER SCHOOL LocAL REPLACEMENT FORMULA
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The Charter School Local Replacement Formula 5,000

(CSLRF) program was established within the 0
Minimum School Program to provide revenue to
charter schools to assist in operation and capital
facility needs. Unlike school districts, charter "

schools do not have bonding authority or the ability Fieure Zlf:;:;iznfi?gz.faff:or:fflloacemem
to tax their patrons to cover facility costs. The 350,000,000
Legislature created a statutory formula that provides 745000000 4
an equalized per pupil state appropriation to each
charter school to replace some of the locally
generated property-tax revenue that is unavailable
to charter schools.
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Appropriations for the CSLRF have increased as
dramatically as the number of students enrolled in
charter schools. This is expected since the formula is o Lo

based on student enrollment. Figure 2 provides an 2002 2003 2004 2005 2006 2007 2008 2009 2010
appropriations history for the CSLRF. & o
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In FY 2010, a total of $45,288,466 was appropriated to support the formula. The original appropriation
in FY 2002 was $210,000.

Program Origins

The CSLRF program began with the local school districts and the state sharing the costs of the program.
The state provided half the per pupil revenue generated in the districts through property tax
assessments. School districts in turn transferred the corresponding half to a charter school when a
student enrolled. This program resulted in funding inequities among the different charter schools,
because only half the revenue was equalized with state funds. Revenue transfers also fostered tensions
between districts and charter schools.
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MSP — CHARTER ScHoOOL FUNDING PROGRAMS

During the 2003 General Session, the Legislature developed a formula that allowed the local school
districts to retain all locally generated property tax revenue. The state began providing an equalized
average per student amount to charter schools to replace some of the locally generated revenues.

Since 2003, the CSLRF has been changed several times. Each iteration attempts to reach a funding parity
with school districts, which has not fully been defined or universally accepted. The latest version of the
CSLRF was approved by the Legislature during the 2008 General Session. FY 2009 was the first year this
formula was in effect.

Current Formula Summary

The CSLRF passed during the 2008 General Session maintains some of the same concepts of the earlier
versions, but alters slightly the payment of costs by reinstating a cost sharing mechanism between the
state and local school districts. Detail on this formula may be found in the UCA 53A-1a-513.

Statute establishes a "District Average Per Pupil Revenue" rate. This rate is based on the total revenues
generated by property taxes in the school districts divided by the total ADM of the school district
(including district students attending a charter school). Property taxes included in the formula are the
Voted Leeway, Board Leeway, 10 Percent of Basic, Tort Liability, Capital Outlay and Voted Capital levies.
Originally, the formula included state guarantee revenues supporting the Voted, Board, and Capital Outlay
programs, but these items were excluded from the final formula.

A second component to the formula requires the state to provide a replacement for revenues generated
by school districts for debt service. The CSLRF provides the state-average per student Debt Service
Revenues for each student enrolled in a charter school.

School districts must also contribute to the cost of the CSLRF based on the new formula. Districts must
contribute 25 percent of the lesser of their "District Average Per Pupil Revenue" or “charter school
students’ average local revenues.” One primary difference between this mechanism and the original cost-
sharing mechanism created in 2002-03 is that school districts do not directly transfer funding to the
charter schools. The USOE is required to deduct from the school district's Minimum School Program
allocation funds equal to the qualifying 25 percent.

When all formula components are added together, charter schools are qualified to receive a Local
Replacement of $1,607 per enrolled student in FY 2011. The statute establishes a threshold of $1,427 per
charter school student. If the formula produces less than this amount, the state will provide an additional
supplement to bring the total to $1,427 /student. The threshold has been met and no additional state
funding is required.

FY 2011 Cost Estimate

The total state cost of the Local Replacement is

estimated at approximately $58.9 million in FY 2011. | Figure 3: FY 2011 Charter School Local Replacement

This will provide the total replacement rate of Cost Estimate - Based on FY 2009 District Revenues

$1,607 per student for the estimated enrollment of CSLRF Rate per Student: $1,607
42,211. The total cost of the CSLRF is $67.8 million, Total Cost: $67,846,351
with the remaining portion coming from school Less District Contribution: (8,898,777)
districts with resident students enrolled in charter Total State Cost: 58,947,574
schools. The total district contribution is estimated FY 2010 State Appropriation: 45,288,446
at $8,898,800, or approximately 13 percent of the Total Additional Funding Needed: $13,659,128
total cost. Appendix A details various components to

the Charter School Local Replacement Formula for
FY 2011.
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MSP — CHARTER ScHoOOL FUNDING PROGRAMS
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CHARTER SCHOOL ADMINISTRATIVE COSTS

In addition to the Local Replacement Funding the state provides $100 for each student enrolled in a
charter school to cover school-level administrative costs. Charter schools have many of the same
administrative and reporting requirements of school districts, but lack the student numbers to offset the
cost of these functions.

A total of $3,677,000 was appropriated in FY 2010 to provide charter schools with $100 per student. In
FY 2011, a total appropriation of $4,211,100 is required to provide the same administrative cost support,
a difference of $544,100.
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Sources: Utah State Office of Education, Finance Statistics Section

AFR CDC Enrollment Projections

2010 General Session

APPENDIX A: Charter School Local Replacement Formula
Statutory Formula - FY 2011

1 2 3 4 5 6 7 8 9
Student Data
2009 Average Daily Membership 2009 Acutal Fall Enroliment FY 2010 Projected Fall Enroliment

School School Charter School Charter School Charter

Districts Districts Schools Total Districts Schools Total Districts Schools Total
Alpine 60,639 5,479 66,118 64,351 5,814 70,165 65,443 7,129 72,572
Beaver 1,580 2 1,582 1,600 3 1,603 1,614 4 1,618
Box Elder 10,962 46 11,008 11,052 122 11,174 11,031 168 11,199
Cache 14,470 812 15,281 14,917 1,083 16,000 15,107 1,295 16,402
Carbon 3,447 433 3,880 3,462 433 3,895 3,360 446 3,806
Daggett 144 144 147 147 142 10 152
Davis 64,736 2,827 67,563 65,452 4,292 69,744 66,293 4,964 71,257
Duchesne 4,326 5 4,331 4,436 14 4,450 4,508 19 4,527
Emery 2,239 35 2,274 2,316 72 2,388 2,325 82 2,407
Garfield 900 4 904 931 8 939 942 11 953
Grand 1,494 54 1,548 1,526 68 1,594 1,558 81 1,639
Granite 67,018 2,295 69,313 68,131 2,995 71,126 68,531 3,615 72,146
Iron 8,295 721 9,016 8,365 767 9,132 8,317 852 9,169
Jordan 47,706 2,881 50,587 48,411 4,619 53,030 48,625 5,238 53,863
Juab 2,208 30 2,238 2,244 31 2,275 2,247 41 2,288
Kane 1,184 2 1,186 1,194 6 1,200 1,218 9 1,227
Millard 2,812 33 2,846 2,820 5 2,825 2,803 8 2,811
Morgan 2,271 3 2,274 2,338 25 2,363 2,395 37 2,432
Nebo 27,386 2,853 30,239 28,282 3,167 31,449 29,022 3,505 32,527
North Sanpete 2,312 4 2,316 2,319 11 2,330 2,357 18 2,375
North Summit 978 978 1,003 1 1,004 1,017 1 1,018
Park City 4,425 7 4,432 4,563 19 4,582 4,160 484 4,644
Piute 321 6 327 328 8 336 317 10 327
Rich 449 449 457 1 458 459 1 460
San Juan 2,869 5 2,874 2,953 13 2,966 3,002 20 3,022
Sevier 4,485 3 4,488 4,528 5 4,533 4,492 7 4,499
South Sanpete 2,935 6 2,941 3,025 12 3,037 3,075 20 3,095
South Summit 1,424 1,424 1,424 1,424 1,443 0 1,443
Tintic 231 231 233 1 234 233 2 235
Tooele 13,323 57 13,380 13,180 743 13,923 13,482 797 14,279
Uintah 6,335 49 6,384 6,489 90 6,579 6,569 116 6,685
Wasatch 4,736 148 4,884 4,959 218 5,177 5,104 298 5,402
Washington 25,456 891 26,348 25,202 1,635 26,837 24,569 2,488 27,057
Wayne 533 533 561 2 563 578 3 581
Weber 29,810 964 30,774 30,417 1,145 31,562 30,232 1,745 31,977
Salt Lake 23,355 1,348 24,703 23,850 1,972 25,822 23,918 2,309 26,227
Ogden 12,421 663 13,085 12,578 917 13,495 12,052 1,620 13,672
Provo 13,096 868 13,964 13,241 1,045 14,286 13,593 1,183 14,776
Logan 5,924 426 6,350 6,123 650 6,773 6,167 776 6,943
Murray 6,365 73 6,438 6,515 92 6,607 6,600 111 6,711
Canyons 33,064 2,002 35,066 33,184 2,062 35,246 33,208 2,688 35,896
State Total 518,667 26,035 544,702 529,107 34,166 563,273 532,106 42,211 574,317
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Statutory Formula - FY 2011
2010 General Session

APPENDIX A: Charter School Local Replacement Formula

10 11 12 13 14 | 15 16 17 18 19 20
Local Revenues
Per-Pupil Local Revenues

School Voted Board 10% of Tort Capital Voted District Total Districts Debt Statewide

Districts Leeway Leeway Basic Liability Outlay Capital Outlay Total All Students with Charters Service Average

Alpine $20,614,907 $5,153,727 $10,107,089 $257,686 $7,935,348 $0 $44,068,757 $667 4667 $44,607,262 $736
Beaver 1,001,835 0 341,609 22,335 310,732 0 1,676,511 1,060 1,060 1,402,569 888
Box Elder 1,643,262 1,096,473 3,170,803 164,905 4,718,594 0 10,794,037 981 981 5,424,503 495
Cache 4,834,096 1,806,887 600,000 0 757,835 0 7,998,818 523 523 7,530,123 520
Carbon 2,643,308 605,759 1,437,863 63,064 3,420,601 0 8,170,595 2,106 2,106 1,720,391 499
Daggett 0 0 125,218 0 237,327 0 362,545 2,517 0 158,598 1,101
Davis 25,835,085 6,449,738 11,110,893 1,011,723 1,174,322 0 45,581,761 675 675 46,448,954 718
Duchesne 1,504,567 678,713 1,596,579 39,674 4,086,837 0 7,906,370 1,826 1,826 1,346,156 311
Emery 2,289,622 697,074 1,026,872 39,011 1,216,627 0 5,269,206 2,317 2,317 500,869 224
Garfield 0 0 0 0 1,218,760 0 1,218,760 1,348 1,348 1,247,320 1,385
Grand 0 291,872 647,846 50,466 1,095,002 0 2,085,186 1,347 1,347 3,123,014 2,090
Granite 42,342,946 7,674,667 19,583,620 555,748 28,343,312 0 98,500,293 1,421 1,421 0 0
Iron 2,167,442 1,083,722 0 38,847 3,186,379 0 6,476,390 718 718 8,488,403 1,023
Jordan 19,349,258 6,449,753 168,145 17,602 31,939,328 0 57,924,085 1,145 1,145 39,135,554 820
Juab 304,927 304,927 304,930 56,411 1,804,401 0 2,775,596 1,240 1,240 1,763,239 799
Kane 0 641,178 585,076 27,251 1,202,208 0 2,455,713 2,070 2,070 684,458 578
Millard 1,539,405 384,151 1,060,960 117,605 4,192,538 0 7,294,659 2,563 2,563 0 0
Morgan 0 309,905 653,983 18,006 829,484 0 1,811,378 797 797 1,657,765 730
Nebo 7,386,824 2,462,275 5,737,100 221,605 2,739,281 0 18,547,085 613 613 21,501,815 785
North Sanpete 969,449 242,362 133,202 0 903,173 0 2,248,186 971 971 531,507 230
North Summit 0 518,131 785,210 37,565 1,609,358 0 2,950,264 3,016 0 923,740 944
Park City 17,483,834 0 1,487,911 59,378 3,997,097 0 23,028,220 5,196 5,196 7,335,824 1,658
Piute 29,218 29,218 109,522 0 34,057 0 202,015 617 617 101,055 314
Rich 330,344 110,389 262,792 6,590 336,110 0 1,046,225 2,330 0 417,667 930
San Juan 1,319,263 317,447 1,377,805 79,981 1,663,094 0 4,757,590 1,655 1,655 0 0
Sevier 800,058 533,371 1,386,640 33,326 1,081,505 0 3,834,900 854 854 2,026,656 452
South Sanpete 795,259 198,814 185,142 49,561 0 1,192,888 2,421,664 824 824 1,288,591 439
South Summit 547,413 663,980 597,983 32,183 4,011,475 0 5,853,034 4,111 0 602,137 423
Tintic 78,420 14,957 0 0 30,240 0 123,617 536 0 135,124 586
Tooele 1,785,680 0 4,371,940 297,613 741,057 0 7,196,290 538 538 12,580,117 944
Uintah 0 0 2,847,867 284,012 10,362,433 0 13,494,312 2,114 2,114 3,763,314 594
Wasatch 4,351,871 1,522,311 2,230,756 59,037 0 3,141,612 11,305,587 2,315 2,315 5,832,014 1,231
Washington 15,449,202 5,617,892 643,747 281,202 4,718,092 0 26,710,135 1,014 1,014 30,944,503 1,216
Wayne 0 0 0 0 0 0 0 0 0 0 0
Weber 7,016,794 2,713,466 3,447,408 267,525 6,779,237 0 20,224,430 657 657 11,502,835 386
Salt Lake 24,934,179 3,600,604 3,528,591 342,057 16,142,945 0 48,548,376 1,965 1,965 16,317,312 699
Ogden 4,084,535 1,317,040 2,712,761 0 5,056,065 0 13,170,401 1,007 1,007 6,954,656 560
Provo 6,640,079 1,318,811 4,623,907 307,899 4,231,600 0 17,122,296 1,226 1,226 6,424,380 491
Logan 1,593,542 749,902 1,762,270 112,485 3,410,179 0 7,628,378 1,201 1,201 1,975,992 334
Murray 5,759,550 0 1,300,062 51,970 2,639,518 0 9,751,100 1,515 1,515 2,411,880 379
Canyons 21,521,455 7,173,818 187,021 19,577 35,524,917 0 64,426,789 1,837 1,837 0
State Total $248,947,629 $62,733,334 $92,241,123 $5,023,900 | $203,681,068 $4,334,500 | $616,961,554 $1,133 $298,810,297 $576

Sources: Utah State Office of Education, Finance Statistics Section
AFR CDC Enrollment Projections
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Sources: Utah State Office of Education, Finance Statistics Section
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APPENDIX A: Charter School Local Replacement Formula
Statutory Formula - FY 2011
2010 General Session

21

22

23

24

25

School District Contribution

Charter School Students' Formula District Cost

School Total Local Avg. Local Rate Per Per Student Total District

Districts Revenues Revenues Student at 25% Contribution

Alpine $3,875,115 $667 $167 $1,187,895
Beaver 3,180 1,031 258 1,031
Box Elder 119,628 981 245 41,183
Cache 566,884 523 131 169,463
Carbon 911,807 1,031 258 114,979
Daggett 0 0 0 0
Davis 2,895,610 675 169 837,244
Duchesne 25,558 1,031 258 4,898
Emery 166,814 1,031 258 21,140
Garfield 10,786 1,031 258 2,836
Grand 91,580 1,031 258 20,882
Granite 4,256,165 1,031 258 931,949
Iron 550,960 718 180 153,004
Jordan 5,288,888 1,031 258 1,350,359
Juab 38,442 1,031 258 10,570
Kane 12,420 1,031 258 2,320
Millard 12,817 1,031 258 2,062
Morgan 19,918 797 199 7,370
Nebo 1,942,465 613 153 537,444
North Sanpete 10,677 971 243 4,368
North Summit 0 0 0 0
Park City 98,725 1,031 258 124,775
Piute 4,935 617 154 1,542
Rich 0 0 0 0
San Juan 21,521 1,031 258 5,156
Sevier 4,272 854 214 1,495
South Sanpete 9,882 824 206 4,118
South Summit 0 0 0 0
Tintic 0 0 0 0
Tooele 399,622 538 134 107,166
Uintah 190,240 1,031 258 29,905
Wasatch 504,620 1,031 258 76,825
Washington 1,657,502 1,014 253 630,560
Wayne 0 0 0 0
Weber 752,488 657 164 286,701
Salt Lake 3,875,480 1,031 258 595,261
Ogden 923,019 1,007 252 407,658
Provo 1,281,354 1,031 258 304,978
Logan 780,841 1,031 258 200,053
Murray 139,345 1,031 258 28,616
Canyons 3,788,495 1,031 258 692,968
State Total $35,232,053 $1,031 $8,898,777
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