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FPINAL REPORT
of
SCHOOL FINANCE SUBCOMMITTEE

The Legislative Council authorized a subcommittee composed
of members of the House Conwmittee on Educatio™m and the Senate
Commit tee on Education and Committee on Ways and Means to study
gschool finance and related matters.

Members of the School Finance Subcommittee are:
Senator Earl Willits, Co~chairperson
Representative John Patchett, Co~chairperson
Senator Joan Orr
Senator Norman G. Reodgers
Senator William E. Palmer
Senator Roger J. Shaff
Senator John Scott
Senator Ray Taylor
Senator Lucas J. DeKoster
Representative Keith Baker
Representative Reid W. Crawford
Representative dorace Daggett
Representative Terry Dyrland
Representative Wally Horn
Representative Lowell Norland
Representative Chavles Poncy
Representative Delwyn Stromer
Representative Henry Wulff (who resigned)

The Subcommitree held one single-day meeting and two two-
day meetings as well as an evening hearing as it looked at the
declining enrollment problem, transportation costs, reorganizacion
procedures, minimal competency testing, school standards, coaching
requirements, services to nonpublic school pupils, assistonce in
purchasing textbooks, and procedures for granting enrichment aia.

At the first meeting the Subcommittee was informed about
the task of the School Equalization Project of the Department ot
Public Iunstruction. The project is funded by means of a $210,270
grant from the United States Office of Education rto study ana
develop a plan for equality of educational opportunity for Iowa
school c¢hildren, The study commenced in January 1977 and is
scheduled for completion in September 1978, The areas which are

being studied are:

1. Educational program adequacy to assure equal opportunicy
for all pupils.

2. Financial needs of local education agencies which reflect
the peculiar cost factors of each local district.
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3. Cost variatlions iIn the programs offered as well as
transporration, capital outlay and debt service,

4, Financial abiliry of local districts to meet the financial
obligations for education based on the wealth of the state
as a whole,.

S. Tax support equity of the school finance plan.

6. Educator/citizen attitudes and participation in the
decision makling process. '

7. Size and- organizational efficiency i1in the delivering
of educaticnal services.

Jim Rose, Budget Comsultant for Education from the Office
of the State Comptreoller, presented financial information on the
school finance formula at each of the Subcommittee meetings. Copies
0f the following arte attached to this Report and by this reference
made a part therect.

1. A chart indicating the cost and sources for funding the
school aid formuia for each vyear since 1970-1%71 and
including a projection for 1978-1%879.

2. A statistical —comparison of foundarion level, allowable
growtih, state <cost, enrollments, totral budger, special
education students identified, and area education agency
budgets for the 1977-1978 year and the two preceding vears,

3. An esrtinate of the 1978-1979 state aid required to fund the
school finance formula,

At its first meeting the Subcommittce members were provided
copies of the following information previded bv  the Department  of
Public Instruction, copies of which may be c¢bhtained upon request fu
the Legislative Service Bureau:

1. Number of Carnegie units offered by cach district.
2., Enrollment comparisons.

3. Assessed valuation per pupil by district.

4, State aid per pupil for each districrt.

The Subcommittee agreed to concentrate its efforts
regarding the operation of the school finance formula to the
problemns of declining enrollment and transportation. The school

finance formula is Dbased upon enrollment and the statewide public
school enrollment declined 8,497 students from 1976~1977 to 1977-
1978.

In c¢rder te obtain information about what 13 happening to
school districts because of declining enrollments and budget




.Sch9ol Finance Subcommittee
Page 3

lIimitations based on enrollment, the Subcommittee directed the staff
to provide them with wvarious kinds of 1nformation about the
operation of school districts.

The Legislative Service Bureau staff gelected sixty
districts 1located throughout the state based upon a comparison of
enrollments between 1970-1971 and 1976-1977. Four districts were
chosen from each merged area: a large declining enrollment district
(generally over 2,000 tobral enrollment), a medium declining
enrollment district (generally between 700 and 900 total
enrollment), a small declining enrollment district (generally under
300 total enrollment), a district exhibiting a stable enrollment,
and a district experiencing an enrollment increase. Information
about each of these districts was obtained from Department of Public
Instruction data and froem a questionmnaire sent to each of the
districts and includes:

1. Comparison of enrcllments and numbers of teachers,
administrators, and support personnel between 1972-1973 and
1976-1977,

2. Comparison of <Carnegie units offered by subject areaz
between 1972~1973 and 1975-1976.

3. Average class sizes for 1975-1976 and 1976-1977.
4, Current nunbers of mulri-grade classrocms.

5. Current nambers of teacher preparations and teacher
planning fime based upoun numbers of ciass periods per dav.

6. Comparison of educational backgrounds of teachers between
1973-1974 and 1976-1977.

7. Current school bus replacement policiecs.
8. Use of various cost savings measures.
9. Comparison of utility costs for 1975-1976 and 1976-1977.

10. Comparison of different kinds of expenditures on a cost per
pupil basis and as a percent of toral expenditures between
1972-1973 and 1975-1976.

Cgpies of the Report of the staff may be obtained upon request from
the Legislative Service Bureau.

The Subcommittee discussed various methods of altering the
method by which enrollments are calculated for the school finance
formula. Several computer runs were requested of the State
Comptroller's Office and the district-by-district cost results of
the following are available for viewing at the Legislative Service

Bureau:
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1. Use of the average daily membership for the year previous
to the base year unless a district's September enrocllment
count 1is higher.

2. Use of a three-year average of the average daily membership
unless the district's September enrollment count is higher.

3. Disregarding the first 2% of a district's enrollment loss
or gain and only counting 507% of any additional loss or
gain.

4. Disregarding the first 4% of a district's enrollment loss
or gain and only counting 50% of any additional loss or
gain.

5. Basing the controlled budget of a school district on the
amount of the controlled budget for the previous year plus
growth,

The statewide <cost of each of these alternatives is
contained in a chart which is attached to this Report and by this
reference made a part thereof.

In addition te the preceding computer runas, Mr., Rose was
requested to provide the fellowing computer runs bv district:

1. Basing 1/3 of a school district's controlled budget on the
controlled budger of the previous year plus grovwth and
basing the remainder on the current Zormula.

2. Use of the current enrollment cushiorn, the three vear
average dailvy membership, or the Septcmber enroilment,
whichever is greater,

The ¢ost information based upon these computer runs should
be avajilable prior to the session.

The Subcommittee discussed a number of alternatives for
computing enrollment and the louse members of the Subcommittec voted
to recommend that the three-year average of the average daily
membership be used in computing enrollment and if a district wishes
to use the September enrolliment instead, it can request authority ro
do so from the School Budget Review Committee.

The Subcommittee requested additional information about

transportation costs. Information was distributed based upon the
annual transportation reports filed by the districts for 1973-1974
and 1976-1977. This information included numbers of pupils

transported, miles traveled per day, cost per mile, and cost per
pupil transported. This information is available upon requesc from
the Legislative Service Bureau. The Subcommittee took no action in
the transportation area.
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Two other areas relating to school finance were discussed
by the Subcommittee. The House Committee had introduced a bill in
1977 which allowed school districts eligible for 125% allowable
growth to petition the School Budget Review Committee to grant up to
150%Z allowable growth for educational improvement. The Subcommittee
voted not to make such a recommendation when it was determined that

only seven districts_ are eligible for the additional allowable
growth for the 1977-1978 school year and the number eligible for it
next year is fewer.

The Subcommittee voted to recommend that an increase in the
enrichment amount from 5% to 10%Z of the state cost per pupil be
enacted and that the local board of directors be allowed to adopt
the enrichment ception after three public hearings. Their
recommendation requires that an election be held 1f a petirion
protesting the proposed enrichment resolution is signed by at least
ten percent of the registered voters 1in the schoeol districr and
delivered to the board before the date of the third hearing.

The Subcommittee studicd the provisions of House File 590
as it was introduced by the House Committee on Education and voted
to recommend the passage of several portions of the bill.

The Subcommicttee voted to recommend =a revision and
clarificarion of school reorganization procedures as follows:

The procecdure f{for action on & reorganizaticn petition
should be changed so that the hearing does not have to be held on
the same dav as the final day for filing cbjections and <c¢bjections
can be filed up to sixty davs after a petition is filed. #hen (wo
or more area cducation agencies are discussing the formation of a
school district which includes territory in  more than ovne acan
education agency, the roral vetes of each board must be equal, The
A.E.A. bocaréd nust be required teo consider the wishes ci proepertiv
owners who rveside aleng the beundary lines of nroposed distcticts.
For the first year of existence of a reorganized district, the board
should <consist of all of the resident members of the boards of the
constituent districts.

Special elections for school district recrganizations
should be held no later than December thircty-first, The colle¢ctiive
bargaining agreement of the district with the largest enrollme=nt
should continue in effect wuntil a successor agreement for the
reorganized district is negotiated, and the -employees of the
reorganized district should be included in the bargaining unit of
that agreement. If only one collective bargaining agreement 1is in
effect in the proposed distriet, all the employees of the
reorganized district should be included in the bargaining wunit of
that agreement.

Other areas included in House File 590 wecre discussed and
voted upon by the Subcommittee, The actions of the Subcommittee
follow.
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The Subcommittee discussed whether two years of a foreign
language should be required to be raught for approval of a school
district and voted to retain the foreign language requirementc.

The Subcomnmittee discussed the feasibility of requiring
school districts to test for minimal competency of rtheir students
and the appropriate grade levels for the testing, It voted to take
no action to require minimal competency testing.

The Subcommittee discussed the provision ¢f House File 590
that grants the Department of Public Instruction the authority to
approve up to ten pilot programs for gifted and ralenred children to
be financed by an increase in allowable growth of the distriets and
voted to recommend the provision.

The: Subcommittee voted to recommend that the option of the
State Board of Public Instruction to allow additional time for
school districts making a good faith effort to comply with approval
standards be deleted.

The Subcommittee recommends that districts which jointly
employ personuel feor classes will meet the twelve-grade requirements
for school districts.

It recommends that area education agency special education
support costs he discounted when determining whether a district Ly
eligible for 125% allowable growth.

It recommends that the authority of the school budget
review commnittee be modified to 2id school districts witn unusunl
transportation costs and school districts conirontiag unigue
problems.

The Subcommittee discussed the requirement that coeaches
must @pcssess a  valid teaching cevrificate in order to woalh
interscholasti sthletics in  the pudblic schools. Thaare Woas
considerable discussion centering upen the limitations on employment
resulting from the common requirement that teachers possessing
coaching credentials in order to be employed and the concern that
relaxing the certification requiremencs would lead Lo
professionalization of high school sperts. A bill which ©provides
that persons hired by public schools to coach interschelastic
extracurricular c¢ompetition teams other than in football,
basketball, or wrestling need not be certificated teachers but must
demonstrate competence in physiologv, psychology, and first aid was
recommended by the Senate members of the Subcommittee, but not by
the House members. The bill also provides that for nonathletic
extracurricular activities a noncertified coach must demonstrate
competence in psychology.

_ The Subcommittee was assigned the topic of funding textbook
purchases for both public and nonpublic school students, but voted
to refer the matter to the Joint Budget Subcommittees on Education
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because of the state appropriation which would be necessary to
finance the proposal,

The Subcommittee received a memo from the Legislative
Service Bureau relating to the Code of 1lowa as it relates to a

recent Supreme Court decision Wolman v. Walter which sets forth
criteria for funding of certain programs and services for nonpublic
school students. Since the areas where changes may be necessary

relate toc the provision of diagnostic and therapeutic services, the
Subcommittee agreed to refer the matter €O the Ares Education Agency
Subcommirtee of the Senate Committee on Education.
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GENERAL FUND In HMillions {Includes Countirs prior to 1373-76} Office of the STATE COMPTROLLER
Actual 1970-70 Actual 1971-72 dctual 1972-73 Agtual 1973-74
poellags Percent Dollavsy Perceut Dollaygs Percent Dol lars Percent
GERERAL _FIND BUDGETS $5499.5 - $631.8 5. 4% §654.4 3.6% $107.6 8.1%
[~ A oy T L RD LT 4 AT TS _——= TTIRW

SQURCE OF FUNDS:

Proparty Tax -

Uniform ]_,avy 515{6.6 25.8% 51511.6 2#’4-57; 5158‘6 24.77 $|66.2 23.5%
Additional Levy 226.2 37.7 223.0 35.4 - 211, 9 J2.4 197.1 28.0
County Levy / 16.2 2.1 18.4 2.4 19.4 3.0 29.0 2.8
B-4 Credits Sub-Total $397.0 656.2% $396.6 62.8% §389.9 59.6% $383.2 54.3%
DPeduct Credits (Below) _59.5 . 5.9 59.3 9.4 51. 4 7.9 56.1 7.9
Zotal Property Tax $337.5 $6.3% $337.3 $3.4% $338.5 51.7% $327.2 46, 4Y,

Stare Aid - |
Foundation Aid - - - - $215.1 32.9% $250.1 35.3%
Bqualization Aid $l15.0 19,29 $115.0 18.2% - - - -

40% Income Tax Returaed 61.2 6.9 61,2 6.5 - - - - |

545 Per Student : : - - 29.5 4.7 - - - -

Hiscellapewus Direct State Alds 8,2 1.4 8.1 1.3 5.4 .8 5.2 .7

Dircct Aid to Couaty 2.0 .3 2.1 3 2.3 .3 3.6 .5 J
B~4&4 Cradits Sub-Total §166.4 27.8% $195.9 3L, 0% $222.8 34.0% $253.9 36. 9%

Add Crudits (Below) 5%.5 9.9 59.3 9.6 sl.4 1.9 56.1 7.7 |
Total State Aid $225.9 37.7% $255.2 40, 4% §7746.2 41 9% $315.0 W, 47,

Miscellanuous - ‘

Other Income § 22,1 5.4% $ 35.1 5.6% § 35.0 5.3% $ 4k, 5.8%
Secretayry Balance for Construction - - - - - - - -
Ungpent Balance - - - - - - 15.6 2.2 J
Other County Income : 4.0 N 6.2 6 6.7 1.1 8,7 1.2
Toral Miscellanaous $. 36,1 6.0%, $39.3 6.2%. § AT 6.4% . _ % 65.4 9.2%
GRAND TOTAL Source of funds §599.5 100.0% $63L.8 100.0% 3654 .4 100,07, $7072.6 100.0% 1
EEEEES = TR
Formula Entollment 65%,569 652,518 646, 694 643, 391
Actual Fa)l Enrollment ' 659,569 652,518 646,494 631,901

Average Millage Rate 51.642% 48 . 867% 46, 722% 43.218*%

Property Tax Cred{ts -
Ag. Land $18.0 $ 18.0 $ 18.0
Livestock - -
Homestead (School Portion) ) 22.0 21.9 18,
Personal Property (School Portion) 19.5 19.4 14,8
oLa edjt § 54.5 § 59.3 §5T.%
s

p= S S E— ]

*Doas Not Include County - Approximately 2 Lf2 M '1s
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FUNDING ELEMERTARY & SECOHJDARY EDUCATION
GENERAL FUND ONEY (Im Millions) (Includes Counties Priov to 1975-76) Office of the STATE COMPTROLLER

dctual 1974-25 Actual 197516 Actual 1976- 17 Estimated 1977-78 Projected 1978-79
Dollars Percent Dollars Percenl Dotlaxs Peveent Percent Dollacs Percent
11.8%

$£83.5 | RIS 2.9 10, 1% $1,040.3 7.5% §1,114.2 6.5%

—— i LLT ST T AN TR

= —=mrrTi= =1 ..

GENERAL FUND BUDGETS
SOURGE CF FUNUS:

Property Tax -
Uniform Levy . 22387 $180.5 235, . 21.%%
Addicional Levy . 24,1 232.3 . 25.6 24.8
County Levy . 2.7 - - -
B-4 Credits Sub-Total 2. 49, 6% $4t2.8 . 48.0%
Deduct Credits (Below) . 7.3 6£7.0 . . 10.9
Total Property Tax , 42,37 $345.8 204,12 37.1%
State Aid -
Foundation Aid . 36.87, $385.4
Equalization Afd - - -
407 Inccwme Tax Retutrned - - -
$45 Per Student - - -
Miscellancous Direct State Aids . . 12.2 . . . 2.0
Dircct Ald to County . . - -
B-4 Credits Sub-Total $313. 39. $402.6 $398.9 AW A 442.2
Add Credits (Below) S58. . 62.0 5 1111 11.4 113.8
Totzl State Atd $371. 9% 5669, 6 §509. 6 S2. 4% 556.0

Miscellaneous -
Other Inccme § 4l 5.2% § 42.8 § 61.3 6,37, 55.2
Secretary Balance for Construction . N | - .3 - .3
Unspent Balance 30. 6.0 25.3 27.5 .8 46.2

Other County Income _L2. 1.5 - —_—r - -
Total Miscellaneous § B5. 10.8% § 68.1 $ 89.1 $ 101.7 § 101.7

GRAYD TOTAL Source of Fuyndg $791L. 100.0% $883.5 . $1,046.3 $1,114.2

Ty

Forrula Enrollment 637,479 654,362 639,665 635,000
Actual Fall Enrollment 619,552 612,987 609,615 600,000 592,000

Average M{llage Rate ' Gl.126% 45.806 41.100 41.200 41.400

Property Tax Credite -
Ag. Land . $ 18.0 $ 42,0
Livestock . 4.9 4.9
Hooestead (School Portion) . 24,6 42.2
Personal Property (School Portion) 16, 19.5 _22.0

Total Credite $ 58.1 $ 67.0 S11L.1

Fr——rry T— Eo—er—
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#Does Not Include County - Approximately 2 1/2 Mills




LOCAL SCHOOLS

3 Year Statistical Comparison

75-76 76-77 77-78
FOUNDATION LEVEL - % 73% 762 75%
- § per pupil $857 $957 $1,049
ALLOWARLE GROWTH - % 10.700% 9,825% 7.847
- § per pupil $110 $115 $101
- A.E.A, additional $40 $4 $4
STATE COST PER PUPIL $1,174 $1,293 Si,398
ENROLLMENT
Headcount 616,665 610,090 601,593
Bonus 10,033 ‘5,237 5,922
Weighting 27,577 33,632 32,125
Total weighted 654,275 648,959 639,665
Non-public - 58,245 56,507
TOTAL BUDGET $883.5 Million 5972.9 Million $1,046.3 Million
Other (Misc. Income, Unspent Bal.,etc.) 68.1 " 89.1 " 101.7 " (Est.)
State Aid (Including Property Tax Credits) 469.6 * 509.6 " 556.0 "
Property Tax 345.8 " 374.2 » 388.6 "
Average Levy $12.37 511.09 $11.12
TOTAL BUDGET - (Percent)
Other 7.7% 9,.1% 9.7%
State Aid 53.2% 52.4% 53.2%
Property Tax 3%.1% 38.5% 37.1%
Special Education - (Headcount)*
1.8 22,924 26,479 28,968 (1.7)
2.2 4,015 4,637 5,222 (2.0)
4.4 1,300 2,025 2,067 (4.2}
. 115%
Special Education - (Weighting}*
.8 18,339.2 21,183.2 20,277.6 ( .7)
1.2 4,818.0 5,564.4 5,222.0 (1.0)
4.4 4,420.0 6,885.0 6,614.4 (3.2)
11%%
AREA EDUCATION AGENCY ) ;
Sp. Educ. Support - Total $26,448,000 $31,442,000 $35,271,563*%%
- Per pupil $40.42 $48.45 $55,15%*%
Media - Total $4,062,531 $4,308,586 34,501,404
- Per pupil $6.21 $6.63 56,84
Other ~ Total $6,794,272 $7, 414,034 $7,986,201
- Per pupil $10.00 $11.09 , $12.14

— — e e mw W o wm aw mm um mm S e
_-__._..___._.._..._4-___-.....__.......—.__._——..__ -

% - 125 school districts will use a September 1977 headcount James C. Rose
which will alter these figures State Comptroller's Office
*% — Part time students February 24, 1977
k*% — Represents amount Lo be raised, not budgets
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Estimate of 1175/79 State Aid
with an Espimiled GCrowth Rate

of 7.324%

1977/78 State Cost pevr Pupil
Times Growth Rate
Equals 1978/79 Growth

1977/78 State Cost per Pupil
Plus Regular Growth

Pius Est. Newly Identified A.E.A. Support

1978/79 State Cosi per Pupil
Times Foundation Percent
Equals Foundation Level

January 1977 Enrallment
Minus Estimated beclinae
Plus Bonus

FEquals Est. Jan. 78 Reguiar Cound

Estimated Jan. 78 Regular Count
Plus:
1) 77/78 Weigntirg

2) Normal Increase iv Weighting
with Benewad action by SBERC

3) Restoratiecn of Pigher tleighrting
if no Action by SBRC

Equals Tozal Formula Enrollmenc
Times Foundation Level

tinys Dstirated Uniform Lavy
Equals 1978/79 State Ald

Pius Advarcc foxr Sopt. Increase
1978/79 Staee A
Minus 1977/78 State Aid

Incrcase

$1,398
.07824
§. 109

e —— ey
o ———

$1,398

109

3

$1,510
767

§1,148

st

601,500

11,000
5,300
596, 000

—_———

596 ,0GO 596,000

32,125

Lo

$729.3 Million S

<

~
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State Comptroller's office
Jim Rose
Dctober 10, 1977



(In Millions)

Enrollment

Property Tax
State Aid

Controlled Budget

Enrollment

Property Tax
State Aid

Controlled Budget

ONE-YEAR STATEWIDE COMPARISONS
OF FUNDING ALTERNATIVES
FOR THE CURRENT 1977-78 SCHOOL YEAR

1 Yr. A.D.M. lst 2% N.C. lst 4% W.C.

(75-76) (50% over) 507 over

642,110 643,641 644,889

$ 504.1 § 504.6 § 505.2
430.4 431.9 433.2

$ 934.5 $_22§;2 $ 938.4

e —————d _— j———————

AMOUNT CHANGE FROM CURRENT

96 2,445

Budget to 3 Yr. Average

Budget A.D.M,

633,739 650,410

$ 522.8 $ 507.8
421.8 438.9

$ 944.6 $ 946.7

_——— et

(7,457)

State Comptroller's Office
Jim Rose
November 7, 1977




