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“50-25-25 Plan” Full Proposal
Written by Amy Rashkin 4-19-07
Originally Proposed by Tim Cullen, April 12, 2007 at the Wisconsin Legislature Town Hall meeting (Blackhawk Technical College)
PURPOSE

The purpose of the “50-25-25 Plan” is to provide relief to school districts caught in a cycle of continuing budget shortfalls in order to prevent staffing cuts that will result in increased class sizes and compromised educational quality for Wisconsin students.  This plan proposes to share the responsibility for the resulting budget shortfall among the parties and entities affected by it:  the school district, local taxpayers, and the state.
WHAT IS THE “50-25-25 PLAN?”

The “50-25-25 Plan” is a stand-alone supplemental plan intended to act as a stop-gap measure for struggling districts facing problems as a result of the current revenue cap formula.  It is not designed to replace or modify any existing relief for school districts in the current or in any future state budget proposals; rather, to provide a means of exceeding the revenue cap and receiving additional state aid as a matter of equity for districts who have made significant cuts over several years and are looking at future cuts that will impact class size and student achievement.  

Eligibility requirements and other “safeguards” are included in this proposal to discourage districts from purposefully running up “padded” operating budget shortfalls as a means of receiving state aid and imposing additional property taxes.  These safeguards will ensure that districts receiving aid through the “50-25-25 Plan” are those districts for which current equitability measures in the education funding formula (in particular the revenue cap) are simply not equitable.  

WHY DOES WISCONSIN NEED THE “50-25-25 Plan?”

The current revenue cap formula is failing too many Wisconsin schools and short-changing too many Wisconsin students.  The formula can (and does in too many cases) result in an allowable revenue increase of significantly less than teacher pay raises.  Teacher pay raises comprise a significant majority (insert range here) of the operating budget of most school districts.  When these pay raises are accounted for, less money is available to maintain services at current-year levels.  For example, if the revenue cap formula allows for a 2.8% revenue increase for the next school year, and the district employees negotiate a 3.8% salary package increase (QEO; the lowest likely amount NOT including credit acquisition raises), the district simply cannot provide the same level of services for the next school year.  The revenue cap formula has resulted in operating budget shortfalls for many school districts throughout Wisconsin (need research here) for at least three reasons:

1.
The overwhelmingly significant factor in calculating the revenue cap for a district is student enrollment.  As populations in communities undergo normal fluctuations on the declining side of the cycle, schools suffer the consequences with revenue increases that do not cover current-year service levels. 

2.
Student populations change over time.  As the population in several areas of Wisconsin becomes more economically and ethnically diverse (reflecting national trends) students’ needs change.  In many districts, per pupil expenditures have increased, and the revenue increases have not risen adequately to reflect those costs.

3. 
Unfunded mandates at the state and federal level continue to increase, not decrease.  Virtually all mandates come with a cost, yet very few come with a means of covering that cost.  
These three factors and others take their toll on district budgets.  Many districts in the state are left to make painful cuts that, if left to continue, will ultimately devalue what is arguably Wisconsin’s greatest asset:  its education system.  The “50-25-25 Plan” was conceived as a way to provide relief to districts that have made reasonable efforts to curb excess expenditures, yet they are still unable to “make ends meet.”  

GOALS FOR THE “50-25-25 PLAN”

Specific goals for 50-25-25 are as follows:

1. 
To offer equitable relief for struggling school districts in order to maintain current standards of education.

2.
To spread the responsibility for operating budget shortfalls among all appropriate parties and entities, and expecting accountability from each of them. 

3.
To have a plan in place that not only provides some relief to districts, but that can also serve as a barometer for the state.

a. 
The hope is, as the state improves education funding, and districts continue to increase operating efficiencies, that fewer districts will qualify for and need to use the “50-25-25 Plan.”

b. 
The “50-25-25 Plan” is intended as a stop-gap solution to funding problems as long as the current revenue cap formula is in place.  It is not a long-term permanent solution where facility reduction or other efficiencies would be more appropriate.  

c.
The “50-25-25 Plan” is not intended as a substitute for reworking the funding formula, which is outdated and no longer effective.  

THE “NUTS AND BOLTS” OF THE “50-25-25 PLAN” 

I.  RELIEF
I.
The “50-25-25 Plan” would offer the following relief to qualifying districts:

1.
The school district is responsible for finding additional operating efficiencies (budget cuts) in the amount of fifty-percent (50%) of the operating budget shortfall.

2.
Property taxes could be raised without referendum to cover twenty-five percent (25%) of the operating budget shortfall.

3.
The state would contribute twenty-five percent (25%) of the operating budget shortfall amount.

II.
Any additional revenue funds received from secondary sources in such forms as naming rights or advertising are to be applied in the following manner:

1.
Fifty percent (50%) of secondary source income is applied as credit toward the property tax portion of the operating budget shortfall (see 2. above).

2.
Fifty percent (50%) of secondary source income is applied as credit toward the school district portion of the operating budget shortfall (see 3. above). 

II.  ELIGIBILITY
BRIEF SUMMARY

To briefly summarize the eligibility requirements for receiving aid under the “50-25-25 Plan:”  

1) Time Clause:  Districts must have at two years of consecutive operating budget shortfalls of a minimum amount.    Assumption:  With periodic budget shortfalls, most Districts can make budget adjustments that will not result in increasing class sizes. 

2) “Can’t Close Facilities” Clause: If a District has declining enrollment, it must show that it cannot reasonably close facilities, or that such facility closure is unreasonable or unfeasible.  Assumption:  Districts should try to “clean their own house” first before asking for state aid and tax increases, and part of this process is considering the feasibility of reducing facilities.  

3) “No hoarding Assets” Clause:  Fund Balance and other assets must be below 25% of the total District budget.  Assumption:  A District should not go the state or to taxpayers if they have assets that could reasonably be used to reduce an operating budget shortfall.
Eligibility Requirements as of 4-19-07
I.
In order to be eligible for the “50-25-25 Plan,” school districts must satisfy the following:

1. 
The district must have experienced at least two (2) consecutive years of general operating budget shortfalls (making cuts necessary) in excess of 1% of the total operating budget for each year immediately prior to eligibility. 

a.
For example, a district with a general operating budget of one-hundred million dollars ($100m), the operating budget shortfall must be at least one million ($1m) each year for the past two years.  

b.
The 1% figure assumes the current funding formula, and would be subject to change if certain proposals in the current state budget plan were to take effect (for example, if school transportation costs were shifted to the transportation budget).  



AND

2. 
The decline in student enrollment is such that it is not feasible or cost-effective to consider closing or reducing facilities or after having made facility closures, the district still anticipates an upcoming operating budget shortfall of at least 1% of the total operating budget.  In order to determine feasibility of facility closures for the purposes of eligibility, the following conditions must be satisfied: 

a.
The enrollment decline is not significant enough to meet specific criteria to qualify for facility reduction.  (use a building capacity formula here)  



OR

b. 
If the enrollment decline is significant enough to quality for consideration for facility reduction, the following criteria must be met: 

1)
Closing or reducing capacity in school facilities can be shown to result in a net savings of less than fifty percent (50%) of the anticipated upcoming school year budget shortfall.


OR

2)
The closing or reduction of school facilities would result the inability of the district to provide those services to affected students in other existing facilities to a comparable level of quality.  This determination would be made by school administration and approved by the school board.    


AND

3.
The District fund balance may not exceed 25 percent (25%) of the total District budget.
a. 
In other words, the district has to use a reasonable amount of its own resources in order to remedy operating budget shortfalls, but should not place its financial stability in jeopardy.  
III.  QUALIFYING BUDGET ITEMS 
This section still needs a great deal of work.  However, the general idea is that operating budget shortfalls should not consist of an undue amount of new programs and positions.  
I.
The total amount of the qualifying budget may not exceed 150% of the revenue cap increase.

II.
While it is vital for school districts in an ever-changing society to continually offer new programs and to grow existing programs to adequately serve students, the “50-25-25 Plan” is not designed to subsidize a variety of new programs.  Rather, its focus is on preserving existing programs and avoiding increased class sizes and teacher layoffs.  The following items would not qualify for calculating the operating budget shortfall to determine whether the 1% shortfall criteria have been met.  Any non-qualifying amounts would not be considered in calculating state contribution and property tax contribution amounts:

1.
Non-mandated new programs, including charter schools, in excess of five percent (5%) of the total operating budget shortfall. 

2.
Non-mandated new teaching positions in excess of five percent (5%) of the total operating budget shortfall.

3.
Other items as may be deemed appropriate  

III.
The following are exempted from the limitation above:

1.
State or federal mandated programs – If districts are required to provide services or grow programs to satisfy mandates, those items are exempt from the formula.  

a. 
ELL

b.
Special Education

END OF PROPOSAL AS OF 4-19-07.  
