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A. EXECUTIVE SUMMARY

BACKGROUND

In November 2000, the voters of Colorado approved Amendment 23 to the Colorado Constitution. The Amendment
affects the State’s contribution to the spending for public schools, as well as the overall funding of public schools. The

Amendment has the following four provisions:

. Increases per pupil spending by at least inflation plus one percent for the next ten years and by at least the rate

of inflation thereafter.

. Increases spending for Categorical Programs (i.e., education of children with disabilities, public school
transportation, gifted and talented programs, etc.) by at least inflation plus one percent for the next ten years and

by at least the rate of inflation thereafter.

. Creates a new State Education Fund to receive “all state revenues collected from a tax of one third of one
percent on federal taxable income, as modified by law, of every individual, estate, trust, and corporation.” Sales
taxes are not part of federal taxable income and, therefore, not part of the State Education Fund. The money in
the State Education Fund can be used to support the inflation plus one percent mandate mentioned above and/or

to pay for additional categorical or new programs.
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. Requires that State General Fund appropriations for Total Program increase by at least 5% per year for the first
10 years. The only exception to this would be in any fiscal year in which Colorado personal income grows less
than 4.5% between the two previous calendar years. Total Program is a common school finance term that
means the sum of pupil count times adjusted base per pupil funding plus funding for at-risk students. For the

Fiscal Year (FY) 2000-01, Total Program costs for the State of Colorado were $3.6 billion.

Below we provide a summary of our analysis of the impact of funding and spending decisions that will need to be made

by the General Assembly, along with recommendations for legislative considerations.

Our analysis benefited from the insight of a working group comprised of representatives of the Office of the State
Auditor, Joint Budget Committee Staff, Legislative Council Staff, Olffice of State Planning and Budgeting, and the
Departments of Education and Treasury. The input, guidance, and advice of the working group was critical to the
success of this project. We will make the model discussed herein available through the Office of the State Auditor to

legislative and executive branch staff for use in the public school finance decision making process.
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FUNDING

Amendment 23 takes existing revenue from a tax of one-third of one percent on federal taxable income (as modified by
law) and directs that it be placed in a new fund entitled the "State Education Fund."' Allowable expenditures from the

State Education Fund are specifically identified in Amendment 23 and include:

. Compliance with new spending requirements for public schools (per Amendment 23);
. Accountable education reform,;

. Accountable programs to meet State academic standards;

. Class size reduction,;

. Expansion of technology education;

. Improvements in student safety;

. Expansion of the availability of preschool and kindergarten programs;

. Performance incentives for teachers;

. Accountability reporting; and/or

. Public school building capital construction.

'The existing revenue comes from individual, trust, estate, and corporate taxes. Currently, this revenue would comprise part of the excess revenue
under TABOR. Alternatively, in years when State revenue is less than allowed under TABOR, deposits into the State Education Fund would be from the
general pool of monies available for State appropriation.
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Monies in the State Education Fund are exempt from limits established under TABOR. Amendment 23 creates
additional spending requirements and a source of revenue for funding those requirements plus, if revenues allow, for

funding new programs.

It is important to note that Amendment 23 does not change the basic appropriations process for preschool through 12™

grade funding. In fact, Amendment 23 contains two “Maintenance of Effort” requirements:

. First, “Monies appropriated from the State Education Fund shall not be used to supplant the level of General
Fund appropriations existing on the effective date of this section for Total Program education funding under the

Public School Finance Act of 1994...and for Categorical Programs...”

J Second, through FY 2010-11, the General Assembly must, at a minimum, “annually increase the General Fund
appropriation for total program under the “Public School Finance Act of 1994...by an amount not below five

percent of the prior year General Fund appropriation for Total Program...”

Amendment 23 requirements raise questions regarding what is the appropriate level of General Fund monies for public
education and what are the impacts on the State Education Fund of various General Fund appropriation decisions.
Greater General Fund appropriations will enable the State Education Fund to grow at a faster rate, but this will affect
monies available for other competing State programs. The General Assembly is faced with a difficult balancing act.
Therefore, it will be critical for decision-makers to consider the implications of Amendment 23 funding and spending

decisions.
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To provide decision-makers with information on the impact of various funding alternatives, we developed a basic
model. The model takes into account a large number of factors, including funded pupil count, average per pupil
funding, inflation, level of State and local funding, taxable income, rates of return, and timing of deposits/withdrawals
from the State Education Fund. The basic model is complex because of the number of components involved and the
inherent difficulty of predicting future conditions. As a result, this report emphasizes the importance of periodically

testing the assumptions in the model.

The model is used to illustrate the impact of different spending and funding decisions on the State Education Fund
balance over a period of years. We initially analyze three scenarios (The Appendix provides year to year quantitative

analysis for each scenario):
1) General Fund appropriation increases for Total Program of 6% annually;
2) General Fund appropriation increases of 5.6% (a mid-range estimate); and

3) General Fund appropriation increases of 5% (the minimum allowed by Amendment 23 at least for the first 10

years).
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Using our baseline economic indicators, holding General Fund appropriations for Categorical Programs at the FY
2000-01 level, and assuming no additional education spending from the State Education Fund beyond Amendment 23

requirements, we found the following: (See also Chart B-I and Table B-II)

o Ifthe Legislature provides increases of 6% per year in General Fund appropriations for Total Program (with our
baseline economic indicators), the State Education Fund balance would become substantial, amounting to $3.2

billion in FY 2010-11 and $15.5 billion by FY 2025-26.

= Expected revenues into the State Education Fund are $348.5 million in FY 2001-02 growing to $631.1
million in FY 2010-11 but anticipated shortfalls (i.e., the difference between traditional funding sources
and required and additional education spending) are $44 million and $558.9 million, respectively
leaving $304.6 million and $72.1 million to be added to the State Education Fund balance in FY 2001-
02 and FY 2010-11.

o If the Legislature provides for increases of 5.6% per year for General Fund appropriations for Total Program,
the State Education Fund balance will be just under $2.5 billion by FY 2010-11 and would grow to just under
$4.7 billion by FY 2025-26.

= Expected revenues would be the same as identified above but anticipated shortfalls are $51.9 million in
FY 2001-02 and $690.7 million in FY 2010-11 leaving $296.6 million and <$59.6>, respectively to be
added to the State Education Fund balance in those years. (As can be seen from the above numbers, in

FY 2010-11 the expected revenues are not large enough to cover the shortfall.)
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o Ifthe Legislature only increases General Fund appropriations for Total Program by 5% per year, the State
Education Fund will be depleted by FY 2016-17. That is, the additional tax revenues accruing from
Amendment 23 will not be sufficient to pay for the spending requirements as outlined in Amendment 23. Given
that the Legislature would be required to fund the increases regardless of the monies available in the State
Education Fund, increases in General Fund appropriations for Total Program of an additional 10% in FY 2016-
17, rising to an additional 18% by FY 2025-26 would be needed to meet the requirements of Amendment 23.
(See the Appendix for the specific yearly amount.)
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If market conditions are such that the economy experiences a greater than anticipated slowdown over the next 5 years
than already considered in the baseline economic indicators, then given the same three funding models described
above, (i.e., without any additional education spending from State Education Fund and holding General Fund
appropriations for Categorical Programs at the FY 2000-01 level) our analysis demonstrates: (See also Chart B-I and
Table B-II)

o General Fund appropriations for Total Program increasing at 6% per year is the only one of the three scenarios
under which the State Education Fund will remain healthy and solvent. The State Education Fund balance

would be $1.8 billion in FY 2010-11 and increases to $5.8 billion by FY 2025-26.

o If General Fund appropriations for Total Program are increased at 5.6% per year, the State Education Fund will
become depleted by FY 2016-17. The Legislature would be required to increase General Fund appropriations
for Total Program by an additional 1.5% increasing to 7.2% over the subsequent decade to meet the

requirements of Amendment 23.

o Since the State Education Fund becomes depleted by FY 2016-17 under a 5% per year increase in General Fund

appropriations for Total Program, an additional slowdown scenario is not considered.

Of some comfort is the baseline economic indicators are expected to be the more reasonable criteria as they already
take into account an anticipated slowdown in the Colorado economy. [The slowdown scenario (over the next 5 years)

would suggest rather severe recessionary conditions that are not generally expected by economic forecasters although
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the likelihood of a recessionary period at some other time during the forecast period is possible and would have similar

consequences for the State Education Fund.]

Naturally, increasing General Fund appropriations for Categorical Programs beyond the FY 2000-01 level will improve
the balance of the State Education Fund in all models. However, even with additional Categorical Program funding, no
additional significant spending programs can be initiated if General Fund appropriations for Total Program remain at

5.6% per year.
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SPENDING

The amount of spending out of the State Education Fund is integrally tied to the level of General Fund appropriations.
As can be expected, the greater the level of increase in General Fund appropriations, the greater the State Education
Fund balance and the greater the funds available for new programs and for increases in Categorical Programs. Because
of the required spending for Total Program and Categorical Programs (inflation plus one percent for the first 10 years),

amounts not covered by General Fund appropriations must be covered by the State Education Fund.

In the past, General Fund appropriations have generally covered the State share of Total Program. However, with the
new spending requirements of Amendment 23, a shortfall’ is generated as the General Fund appropriations plus the
local share contributions are not large enough to cover Total Program costs. The State Education Fund is designed, in
part, to “backfill”, i.e., cover shortfalls in required funding. Since spending requirements now exceed the historical
levels, shortfalls accrue immediately for all models. As can be seen in the Appendix, even the 6% Funding Model will
require $44 million in the first year (FY 2001-02) from the newly created State Education Fund. As noted above,

covering shortfalls is one of the allowable and expected uses of the State Education Fund.

Our analysis shows that if the General Assembly chooses to increase General Fund appropriations for Total Program by
the minimum 5%, the State Education Fund balance could become depleted by approximately FY 2016-17. This would
mean that the Legislature would be required to increase General Fund appropriations by $422 million (or an additional

9.5%) in that year.

! Shortfall is defined in this report as the difference between traditional funding sources and required and additional education spending.
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Because the 5% Funding Model results in the depletion of the State Education Fund by FY 2016-17, we focused our

analysis on spending scenarios under the 6% and 5.6% Funding Models. The spending scenarios are as follows:

1) Use State Education Fund monies to cover capital construction requirements under Senate Bill 00-181 (Giardino v.
State Board of Education). Giardino requires spending of $10 million and $15 million in the next two fiscal years

and $20 million for the following eight fiscal years.

2) Spend an additional $100 million per year (with annual inflationary increases) for new education programs not tied

to school enrollment. (Programs tied to school enrollment have a multiplying effect on funding requirements.)

3) Spend funds on programs tied to school enrollment. The example used is a full-time kindergarten program
(estimated at approximately $125 million in the first year with increases for pupil count and inflation in subsequent

years).

We found that if the General Assembly decides to increase General Fund appropriations for Total Program by 5.6% per
year and General Fund appropriations for Categorical Programs remain funded at the FY 2000-01 level, spending for

new programs is viable, but rather limited. The General Assembly could fund:

o The requirements of Giardino v. State Board of Education plus $25 million per year (with inflationary
increases) but this leaves a small margin in the State Education Fund balance. Programs less ambitious than
$25 million per year (with inflationary increases) can be initiated which would allow for a larger margin in the

State Education Fund.
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If the General Fund appropriations for Total Program are increased by 6% annually and the General Fund

appropriations for Categorical Programs remain at the FY 2000-01 level, the General Assembly can fund:

o Senate Bill 00-181 (Giardino v. State Board of Education) from the State Education Fund and the fund balance
will remain positive throughout the 25 year forecast period (even with a severe economic slowdown in the next

5 years).

o $100 million per year (with annual inflationary increases) for new education spending which is not tied to
school enrollment (without an economic slowdown in the first 5 years) will provide a healthy fund balance.
Under these circumstances, the State Education Fund balance will be $1.6 billion in FY 2010-11 and $6.6
billion by FY 2025-26. Although, with the more severe economic slowdown, the fund balance would be $161.6
million in FY 2010-11 but after FY 2010-11 becomes negative.

o Ifthe Legislature decides on new funding tied to school enrollment (using a full-time kindergarten program in
this analysis estimated at $125 million in the initial year), the fund balance will fall to $1.1 billion by FY 2010-
11 but, without any significant recessionary periods in the later years of the forecast period, will return to a

balance of $2.5 billion by FY 2025-26.

With higher levels of General Fund appropriations, school enrollment related programs can be initiated or large grant-
type expenditures can be approved; however, at lower levels of General Fund appropriations, programs must either be
delayed several years to allow State Education Fund balances to accrue or be less ambitious than the full-time

kindergarten program or spending $100 million per year (with annual inflationary increases).
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The General Assembly has very significant decisions to make this year regarding spending. Important considerations

to keep in mind are:

(0]

Spending on programs based on school enrollment will have a greater, long-term impact on the State Education
Fund. This is because funding requirements would be driven not only by the increase in pupil count, but also by
the requirement under Amendment 23 to fund the program at inflation plus 1%. Even in the 6% Funding Model
a pupil count program (such as full-time kindergarten) leaves a narrow margin in the fund balance in the first 15
to 20 years of the forecast period. That is not to say that spending on pupil count programs is undesirable. In
fact, a number of the allowable Amendment 23 State Education Fund program expenditures would be based on
pupil count. We are, therefore, recommending that the General Assembly consider a more cautious approach to
establishing such programs — e.g., piloting programs, building up fund balance before initiating programs,

initiating smaller programs, etc.

Spending on programs not tied to school enrollment provides decision-makers with more flexibility over time to
alter spending amounts. Of course, decisions regarding the implementation of any programs must weigh both
the short and long-term impacts on the public school system. Naturally, depending on the size of the

expenditure, there are any number of options the Legislature can consider.

Our model will be available for use through the Office of the State Auditor so that different legislative scenarios can be

quickly analyzed.

PACEY EcoNOMICS GROUP 14




OTHER LEGISLATIVE CONSIDERATIONS

In addition to significant funding and spending decisions, the General Assembly has implementation issues to consider.
Through our work on the models and discussions with Legislative and Executive branch staff, we identified areas
where the General Assembly may want to provide clarifying language to ensure that Amendment 23 is implemented in

accordance with voter intent.

1) Establishing the Base: Presently, our analysis incorporates $142.1 million for the total spending on Categorical
Programs on the basis of figures provided by Joint Budget Committee Staff. However, because of the significance of
establishing baseline figures for Categorical Programs, we believe that the programs included in Categorical Programs
should be clearly identified in law. Likewise, the base for General Fund appropriations for Total Program should be
established. There is approximately $3 million in the General Fund appropriated through a separate line item,
"Additional State Aid Related to Locally Negotiated Business Incentive Agreements". For purposes of this analysis,
we included the $3 million in the base. If the General Assembly decides not to include the $3 million, the effect on the

State Education Fund balance will be nominal over the long-term.

2) Clarifying Fund Distribution: The Department of Education currently distributes education funds to school districts
in equal monthly installments throughout the year. Typically, General Funds are distributed first, with cash funds
distributed later in the year. Because of the substantial dollars that will go to districts from the State Education Fund,
we believe it is important to clarify in law the order in which funds will be distributed. We recommend continuing the

pattern established by the Department of Education (i.e. distribute State Education Funds last). This is the pattern we
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used in our model. Should the General Assembly decide differently, the models will and can be adjusted. It should be
noted that while spending General Funds first allows for more interest build-up in the State Education Fund, it does

result in less interest accruing to General Funds.

3) Identifying TABOR Exempt Funds: Amendment 23 exempts State Education Fund revenue and expenditures from
State and local TABOR limits. In order to account for State Education Fund funds under TABOR requirements, and to
ensure that they are expended in compliance with Amendment 23’s specific purposes, school districts must be able to
clearly identify the funds. We recommend that enabling legislation include general guidance on identification of State

Education Fund funds distributed to districts.

4) Investments: At some point, the State Education Fund could be substantial. Without additional spending, the 5.6%
Funding Model could result in a State Education Fund balance of $2.5 billion by the FY 2010-11 while the more
generous 6% Funding Model could result in a State Education Fund balance of $3.2 billion in FY 2010-11. The State
will want to carefully monitor the fund balance in light of opportunities for extending maturities in the State Education
Fund portfolio and adding new categories of investments. While we are not recommending any statutory changes at
this time, depending on the size and stability of the State Education Fund, the Legislature may want to consider
broadening the types of investments currently allowable. (See the Office of the State Auditor Report entitled
"Performance Audit of the Colorado Department of Treasury's Investment Program-October 1999" for additional

information.)
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5) Controls over the Financial Condition of the Fund: Because of the complexity of the basic model and the critical
nature of spending decisions, we recommend that the General Assembly require at least a biennial evaluation and
updating of the model and related projections. Projections developed in this report should be compared to actual data,
assumptions revisited, and the model revised as appropriate. We are concerned that small changes in certain
components (such as inflation and funded pupil count) can significantly impact the State Education Fund balance, and

therefore the options available to the State.
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B. THE MODEL

To evaluate the impact of various funding and spending decisions on the balance of the newly created State Education Fund,

the model takes into account:

o TRADITIONAL AND NEW SOURCES OF FUNDING: includes General Fund appropriations and cash funds for

Total Program and Categorical Programs, local share contributions, and State Education Fund tax revenues.

AND

o EDUCATIONAL SPENDING FOR BOTH REQUIRED AND NEW PROJECTS: outlines and forecasts the required

Total Program spending (i.e., estimating the average per pupil funding and forecasting pupil count), spending on

Categorical Programs, plus any Legislative decisions to spend additional monies on new programs or projects.
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The components that are critical to evaluating the implications of Amendment 23 are identified below. The explanation and

reasoning for each component is described in Section D: Discussion of Model Components.

Sources of funding which have traditionally determined the level of funds available for school districts include:

e General Fund Appropriations for Total Program Costs
e General Fund Appropriations for Categorical Programs
o Cash Funds

e Local Share

Spending for education requires forecasting the following:

Funded Pupil Count

e Average Per Pupil Funding

o Statutory Adjustment for "J" Curve

e Consumer Price Index (inflation)

e Level of Commitment to Categorical Programs

e Additional Education Spending
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Projecting additional revenue from Amendment 23 and determining the State Education Fund balance given the withdrawals to

cover any shortfalls requires the following factors:

e Taxable Income

e Rate of Return

In addition to the funding and spending components, the balance of the State Education Fund also depends upon the

procedures utilized for the following:

o Timing of the deposits into the State Education Fund

e Timing of withdrawals from the State Education Fund

Finally, since the State will be legally obligated to cover any "shortfalls" should the State Education Fund balance be depleted
(become insolvent), our model further identifies the additional monies and the percentage increase in General Fund

appropriations that would be necessary (given spending decisions which result in this outcome).
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The balance in the newly created State Education Fund depends primarily upon the Legislature's decisions regarding General
Fund appropriations for Total Program and Categorical Programs plus the forecast of certain economic indicators. To
demonstrate the impact of Amendment 23, Pacey Economics Group forwards five basic models which incorporate different
General Fund appropriation levels and/or different economic assumptions as identified below. These initial five models
assume no additional education spending beyond the requirements outlined in Amendment 23. Once the outcomes from these

models are discussed, we then analyze the balance of the State Education Fund given additional education spending decisions.

e The first model assumes the Legislature provides increases in General Fund appropriations for Total Program at
6% per year with no increases in General Fund appropriations to Categorical Programs and also incorporates
what Pacey Economics Group considers to be the baseline economic indicators. The baseline economic
indicators for the first 5 years are in the range of indicators developed by Legislative Council Staff and Office of
State Planning and Budgeting (OSPB) and are also consistent with other government and private agency
forecasts. All of these agencies, recognizing that the 1990s were an exceptionally high growth period for the
Colorado economy, forecast slower economic activity for the State over the next 5 years. (In this report, our

first model is referred to as the "6% Funding Model".)

e The second model continues to assume the Legislature will increase General Fund appropriations for Total
Program at 6% per year with no increases in General Fund appropriations to Categorical Programs, but
incorporates less optimistic expectations than the baseline economic indicators by assuming at least an

additional 10% slower growth in all of the key economic components over the next five years triggering what
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would generally be considered a substantial economic downturn. (This model is referred to in our report as the

"6% Funding Model - Slowdown".)

o The third model incorporates 5.6% per year increases in General Fund appropriations for Total Program with no
increases in General Fund appropriations for Categorical Programs and incorporates the baseline economic

indicators. (Referred to as the 5.6% Funding Model).

e Our fourth model continues to assume 5.6% per year increases in General Fund appropriations for Total
Program with no increases in General Fund appropriations for Categorical Programs but incorporates the less
optimistic expectations than the baseline economic indicators. (Referred to as the 5.6% Funding Model —

Slowdown.)

o The fifth model demonstrates the impact on the State Education Fund balance if the Legislature increases
General Fund appropriations for Total Program at 5% per year and no increases in General Fund appropriations
for Categorical Programs and incorporates the baseline economic indicators. (Referred to as the "5% Funding
Model".) Because the State Education Fund balance is depleted by FY 2016-17, an economic slowdown model

1s not considered.

The economic assumptions considered in each of the models are identified on Table B-I (on the page after the chart). (As
noted earlier, the explanation and reasoning for each component is discussed in detail in Section D: Discussion of Model

Components.)
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Chart B-I illustrates the outcomes on the State Education Fund balance from the various legislative decisions regarding

funding levels in combination with the specific economic scenarios. The chart clearly demonstrates:

o Ifthe Legislature commits to increases of 6% per year for General Fund appropriations for Total Program
without any increases in the General Fund appropriations for Categorical Programs, there will be an opportunity
for additional spending out of the State Education Fund balance even with an economic slowdown. With 5.6%
increases in General Fund appropriations for Total Program, limited opportunities for additional spending are

available, although not with an economic slowdown.

o Although Chart B-I suggests the State Education Fund balance becomes increasingly more healthy over
time, caution must be exercised as the forecast is subject to more uncertainty and variability (in the

components) in the out years as described in Section E: Sensitivity Analysis of Economic Components.

o Ifthe Legislature provides 5% per year increases for General Fund appropriations for Total Program (as
required by Amendment 23 for the first 10 years) or even 5.6% per year increases in funding level but with the
slowdown in the economic components, the State Education Fund balance will not be sustainable and both will

become insolvent in FY 2016-17. An insolvent fund means that;:

1. No additional programs can be funded from the State Education Fund; and

2. Additional support from the General Fund will be required with as much as an additional 10% increase
in General Fund appropriations for educational spending commencing in the year that the fund is

depleted.
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CHART B-1
State Education Fund Balance
General Fund Appropriation Levels
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TABLE B-1
ECONOMIC ASSUMPTIONS UTILIZED IN THE FIVE MODELS

Component

6% Funding
Model

6% Funding
Model-Slowdown

5.6% Funding
Model

5.6% Funding
Model-
Slowdown

5% Funding
Model

General Fund
Appropriations for

increases at

increases at

Total Program increases at 6% per year increases at 6% per year 5.6% per yr 5.6% per yr increases at 5% per year
General Fund
Appropriations For no increase from
Categorical Programs 2000-01 level same same same same
Cash Funds $66.8 million in 1 year
Available for Total decreasing to $57.3 million
Program' thereafter same same same same
Local Share

Assessment Yr 95%] [95% 95%] [95% 95%]

t of TABOR max 90 % of § t of TABOR max | 90 % of{ t of TABOR max
Nonassessment Yr | 55%) [55% 55%) [55% 55%)
85% (CPI, productivity and same as 6% Funding same as 6% Funding same as 6% Funding

Taxable Income? population growth) decrease in 1™ 5 years Model Model- Slowdown Model

Years 1 -5 range: 6.5% to 7.8% ranges from 4.9% to 6.0%
Years 6 — 25 range: 6.4% t0 6.9% same
Inflation? 10% increase (range: 3.2% same as 6% Funding same as 6% Funding same as 6% Funding
Years 1 -5 range: 2.9% to 3.7% to 4.0%) Model Model- Slowdown Model
Years 6 — 10 3.2% increasing to 3.6% same
Years 11 —25 3.6% same
Pupil Count Growth
Years 1 — 10 range: 0.9% to 1.8% same same same same
Years 11 —25 range: 1.1%to 1.7% same same same same
Rate of Return 6.75% same same same same

! Decrease for FY 2002-03 forward based on information from the Colorado Department of Education.
2 See Section D: Discussion of Model Components for full explanation of taxable income and inflation (CPI) and also see Appendix for specific year to year
delineation of forecasts of taxable income and CPI.
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Table B-II compares the differences in the State Education Fund balances across the models for selected years.

TABLE B-II
STATE EDUCATION FUND BALANCES
[in billions]
Forecast | 6% Funding | 6% Funding Model- | 5.6% Funding 5.6% Funding 5% Funding
Period Model Slowdown Model Model- Slowdown Model
5 years $1.7 $1.3 $1.6 $1.2 $1.3
10 years $3.2 $1.8 $2.5 $1.1 $1.4
15 years $5.4 $2.4 $3.2 $0.2 $0.0
20 years $9.2 $3.6 $4.0 <$1.5> <8$3.0>
25 years $15.5 $5.8 $4.7 <$4.1> <$8.3>

Table B-II demonstrates that the difference in the State Education Fund balance in the five models increases over time.
Naturally, with additional spending beyond that required by Amendment 23, the State Education Fund would experience
additional decreases in the fund balance. It is also apparent that the 5% Funding Model, even without the economic slowdown,
may result in fund balances moving into the negative 15 to 20 years into the future, therefore, we focused our modeling efforts

on the 5.6% and 6% Funding models. In the next section, we show the effect of spending under the 5.6% and 6% scenarios.
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C. EDUCATION SPENDING DECISIONS

If the Legislature continues to increase General Fund appropriations for Total Program at 6% and/or 5.6% and maintains
General Fund appropriations for Categorical Programs at the FY 2000-01 level, the State Education Fund would have positive
balances sufficient to fund additional programs. We have identified three different projects and/or expenditure patterns that

have been discussed as potential policy options:

e Funding the requirements of Senate Bill 00-181 (Giardino v. State Board of Education);

e Spending $100 million per year with inflation increases on programs that are not based on student population;

and

e Spending on an enrollment driven program using statewide, full-time kindergarten as an example.

These programs are representative of issues associated with the timing of expenditures, how such expenditures are likely to
increase over time, and their impact on the State Education Fund balance. [It should be noted that while we identify several

specific programs, we are not making recommendations as to whether or not they should be implemented.]
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Funding the requirements of Senate Bill 00-181 (Giardino v. State Board of Education)

Senate Bill 00-181 was passed due to the settlement of the Giardino v. State Board of Education. The bill requires the State to
provide $190.0 million over the FY 2000-01 to 2010-11 time frame. This money was to be split, per the terms of the
settlement, between the School Capital Construction Expenditure Reserve and the School Construction and Renovation Fund.
In FY 2000-01, $5 million was transferred to the School Capital Construction Expenditure Reserve per the settlement, with

$10 million and $15 million in the next two fiscal years and $20 million for the remaining eight fiscal years.

This scenario shows how a relatively small amount of education spending will affect the balance of the State Education Fund.

As noted on Chart C-I and Table C-I on the following pages:

o Because the costs of this settlement are relatively small and of short duration, using State Education Fund
monies to fund such matters as the Giardino settlement will have a nominal impact on the fund balance over the
long-term. By the 10" year (FY 2010-11), the difference in the State Education Fund balance would be
approximately $263 million. (See Table C-I).

e Although only the 6% Funding Model and the 5.6% Funding Model are illustrated on Chart C-I, the

implications are similar for all five basic models.
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CHART C-1
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TABLE C-1
STATE EDUCATION FUND BALANCES
[WITHOUT AND WITH GIARDINO SETTLEMENT]
(in billions
6% Funding 5.6% Funding
Forecast 6% Funding Model-With 5.6% Funding Model With
Period Model Settlement Model Settlement
5 years $1.7 $1.6 $1.6 $1.5
10 years $3.2 $3.0 $2.5 $2.2
15 years $5.4 $5.1 $3.2 $2.9
20 years $9.2 $8.7 $4.0 $3.5
25 years $15.5 $14.8 $4.7 $4.0
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3100 million per vear of expenditures (non-enrollment driven program)

The next scenario considers the use of the State Education Fund to pay for a substantial, but non-enrollment related, program

on an ongoing basis. We used $100 million to demonstrate the impact on the fund balance.

e The $100 million of spending under this scenario includes annual inflationary increases (but again as noted

above, assumes the monies are provided for programs that are not driven by student population).

o This scenario should be considered when analyzing any expenditure that might require inflation adjustments

such as equipment, computers, safety expenses, teacher performance incentives, etc.

From Chart C-II and Table C-1I we find:

e The State Education Fund would be able to support additional expenditures of $100 million per year (with
inflationary increases) if the Legislature is willing to commit to 6% per year increases in General Fund

appropriations for Total Program and no increases in General Fund appropriations for Categorical Programs.!

e The 5.6% Funding Model cannot sustain additional yearly expenditures at the $100 million per year (with

inflationary increases) over the long-term and would become insolvent by FY 2016-17.

! Other levels of General Fund appropriation increases (such as 5.9% or 5.8%, etc.) may also support this level of spending.
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CHART C-II
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TABLE C-11
STATE EDUCATION FUND BALANCES
[WITHOUT AND WITH $100 MILLION PER YEAR EXPENDITURE (PLUS INFLATION)]
(in billions

Forecast | 6% Funding | 6% Funding Model- | 5.6% Funding | 5.6% Funding Model
Period Model With $100 million Model With $100 million
5 years $1.7 $1.1 $1.6 $0.9
10 years $3.2 $1.6 $2.5 $0.8
15 years $5.4 $2.2 $3.2 $0.0
20 years $9.2 $3.7 $4.0 <$1.4>
25 years $15.5 $6.6 $4.7 <$3.4>
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Enrollment Driven Spending Decisions (e.g. Full-Time Kindergarten)

The third spending scenario considers a program which is not only ongoing but also has enrollment driven costs. Because of
the expressed interest in a full-time kindergarten program, we consider the implications on the State Education Fund balance if

this program was implemented on a statewide basis.

This proposal would provide funding for a full day of kindergarten instead of only one-half day and thus,

kindergarten students would count as one full-time equivalent (FTE) instead of 0.5 FTE.

o This scenario was chosen because the expense associated with it will increase not only by inflation plus one

percent in the first 10 years and inflation thereafter but also by increases in the number of students.

e Information from the Department of Education indicates that full-time kindergarten would add approximately
23,000 FTE to the funded pupil count which would then increase by the growth rate already incorporated for
funded pupil count.

e Therefore, we estimate that full-time kindergarten would add approximately $125 million to Total Program in

the first year.

For purposes of this discussion, it has been assumed that local share funding will not change if full-time kindergarten is

implemented but rather the State would pay for the entire increase.
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From Chart C-III and Table C-III we find:

e Under the 6% Funding Model, the State Education Fund could support full-time kindergarten but with limited

margins in the fund balance.

e Under the 5.6% Funding Model, the State Education Fund would not be able to fully pay for the shortfall in

Total Program and Categorical Programs spending, plus full-time kindergarten.

e In the other models forwarded, the impact of funding full-time kindergarten (or another program with similar
expenditure levels and tied to number of students enrolled) on the State Education Fund will, over time, become

increasingly more financially demanding and ultimately result in a "negative" State Education Fund balance.
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CHART C-1lI
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TABLE C-111

STATE EDUCATION FUND BALANCES
[WITHOUT AND WITH FULL-TIME KINDERGARTEN]

(in billions)
6% Funding | 6% Funding Model- | 5.6% Funding | 5.6% Funding Model-
Forecast Period Model With FTK Model With FTK
5 years $1.7 $0.9 $1.6 $0.8
10 years $3.2 $1.1 $2.5 $0.3
15 years $5.4 $1.1 $3.2 <$1.1>
20 years $9.2 $1.4 $4.0 <$3.1>
25 years $15.5 $2.5 $4.7 <$6.0>
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D. DISCUSSION OF MODEL COMPONENTS

TRADITIONAL SOURCES OF FUNDING

General Fund Appropriations for Total Program Funding

The vast majority of the State's share of public school funding comes from General Fund appropriations for Total Program
costs. Amendment 23 requires a minimum increase in the appropriation from the General Fund of 5% per year (for the first 10
years) with the notable exception that this requirement shall not apply in any fiscal year in which Colorado personal income
grows less than 4.5% between the two previous calendar years. Table D-I shows the increases in General Fund appropriation

since the passage of the Public School Finance Act of 1994.

TABLE D-I
General Fund Appropriations Percentage

Fiscal Year for Total Program Funding Increase

1994-95 $1,393,562,842

1995-96 $1,469,655,920 5.46%

1996-97 $1,594,123,930 8.47%

1997-98 $1,689,946,178 6.01%

1998-99 $1,776,015,806 5.09%

1999-00 $1,887,449,285 6.27%

2000-01 $1,982,638,862 5.04%
Source: Joint Budget Committee Staff.
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Per The Joint Budget Committee Staff, the General Fund appropriation for the State's share of districts' Total Program funding
for the FY 2000-01 is currently $1,982,638,862. [We are aware that there may be an issue regarding our inclusion of the $3
million appropriation through the separate line item, "Additional State Aid Related to Locally Negotiated Business Incentive
Agreements". If it is determined this $3 million should not be included in the base for General Fund appropriations, the fund

balance in all models would be slightly lower than identified in this report.]

The model has the flexibility to consider a constant rate of increase over the entire time frame or provide a different rate of
increase for even and odd years. This flexibility was incorporated to reflect the possibility of changes in General Fund
appropriations in response to varying levels of local funding resulting from the assessment cycle and/or availability of other
cash funds. [Also, the model recognizes that the State's General Fund appropriations will not exceed the requirements of
education spending. That is, if the model projects that total funding is greater than total education spending, the surplus funds
will not be deposited into the State Education Fund, but rather will result in a decrease in contributions from the State's

General Fund appropriations. However, none of the forecasts identified in this report anticipate any such surpluses. ]
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General Fund Appropriations for Categorical Programs

In addition to the appropriation for districts' Total Program funding, the State also provides funding for Categorical Programs.
These are programs designed to serve particular groups of students or particular student needs and include education of
children with disabilities, public school transportation, gifted and talented programs, and the English language proficiency
program, among others. Table D-II lists the FY 2000-01 appropriations of State funds for programs considered to be within

the Amendment 23 definition of Categorical Programs.

TABLE D-I1
Appropriations of State Funds for Categorical Programs, FY 2000-01
(in millions)

Special education - children with disabilities $71.5
Public school transportation $36.9
Colorado Vocational Act distributions [currently appropriated to the $17.8
Department of Higher Education]

Special education — gifted and talented children $5.5
Expelled and at-risk student services grant program $5.3
English language proficiency program $3.1
Small attendance center aid $0.8
Grant program for in-school or in-home suspension programs $0.5
Comprehensive health education $0.6
Total (numbers do not add due to rounding) $142.1

Source: Joint Budget Committee Staff.
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The Amendment does not specifically require General Fund appropriations for Categorical Programs to increase above the FY
2000-01 level nor does it identify the specific programs under the Categorical Program definition. Yet the Amendment does
require that total State spending on Categorical Programs increase annually by inflation plus one percent for the next ten years
and by inflation thereafter. In the past, appropriations of State funds for Categorical Programs have experienced some year to
year variations although on average they have increased at a rate somewhat below the Denver-Boulder inflation rate. The

model allows three alternatives for General Fund appropriations for Categorical Programs:

e Remain at FY 2000-01 level
e Increase with Denver-Boulder inflation rate (but not the additional one percent above inflation)

e Cover the entire required increases for Categorical Programs
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Cash and Cash Exempt Funds

It is understood that cash and cash exempt funds provide an additional source of monies for the State share of districts' Total
Program funding. These are separate funds which have been created in the past under specific circumstances and include
revenues generated from mineral leases, interest earned on the principal in the Permanent School Fund from the sale of public
school lands, etc. Historically, money from these sources has been used to supplement the years when the local share does not

increase as rapidly due to the assessment cycle.

Since FY 1994-95, the annual appropriations for the State share of districts' Total Program funding from the cash and cash
exempt funds ranges quite significantly, from a low of approximately $34 million in FY 1994-95 to a high of $74.8 million in
1998-99. Approximately $20 million is derived from interest earned on the Permanent School Fund and is fairly predictable
with relatively small increases over time. Documents show that between 1995 and 1998, the Department of the Treasury book
yield was 6.92% per year (per the Office of the State Auditor's 1999 Audit Report prepared by Callan Associates), an above
average rate of return from the Permanent School Fund given relevant market indices (see discussion under rate of return).
Since this audit, similar rates have continued to be earned on this fund. Because of its limited contribution to overall funding
levels, this component of cash funds will have little impact on the State Education Fund. The second major component of the
cash funds is derived from mineral lease payments, which have varied substantially over the years but are currently larger than

interest earned from the Permanent School Fund ($23.2 million in FY 1999-00).

We have relied upon the estimates provided by the Colorado Department of Education (October 17, 2000) regarding the

amount of cash and cash exempt revenues available for public schools. These amounts are $73.4 million for FY 2000-01,
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decreasing to $66.8 million for FY 2001-02 and estimates for FY 2002-03 of $57.3 million are used for the remainder of the 25
year forecast. This constant amount of $57.3 million was incorporated although more year to year variability is likely given
the General Assembly's historical use of these funds. Also, the future availability of these funds is likely to be diminished if
the General Assembly decides to protect the value of the corpus of the Permanent School Fund by requiring an inflation
adjustment to the fund principal, hence, restricting the cash available from interest earnings. If the General Assembly indexes
the value of the Permanent School Fund to inflation, the forecast level is likely to decrease by approximately $10 million in the
initial year, but in subsequent years will return to former levels and even increase beyond this point. Our analysis indicates
that this decision would not be detrimental in the short-term and over the long-term would actually improve (though

minimally) the balance in the State Education Fund.
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Local Share

Local share is a key component in the model as it directly impacts the State's share of public school financing, but due to its
complex nature it is difficult to forecast, especially on a long-term basis. There are two major sources of local funding:
property and specific ownership (vehicle registration) tax revenues with property taxes representing approximately 90% of
total local funding. One would anticipate that local share increases would be highly correlated to increases in the State's total
assessed property value; however, because of changes in assessment criteria in the 1980s, plus the subsequent passage of
Section 20 of Article X of the Colorado Constitution, commonly known as the Taxpayer's Bill of Rights (TABOR), and the
Public School Finance Act of 1994, increases in local funding have not necessarily been correlated with increases in assessed
property values. The Public School Finance Act of 1994 requires that a district certify a mill levy that results in property tax
revenues that do not exceed the district’s TABOR property tax limit. Thus, school districts’ property tax revenue increases are

limited. Therefore, the TABOR maximum becomes a reasonable parameter to estimate future levels of local funding.

For purposes of this analysis, we compared local share funding increases (property taxes and specific ownership taxes) to an
estimated TABOR maximum based on CPI increases and statewide enrollment growth. It should be noted that the TABOR
limit is calculated for each school district and not on a statewide basis as done for this analysis. However, as a long-term
forecast for the TABOR maximum for each school district is not feasible, we consider our analysis to be reasonable proxy for

the relationship that defines local share funding increases.

When comparing the historical local share increases to the maximum increase allowable under TABOR as noted on Table D-

III, we find that in the assessment years (odd years such as FY 1999-00), the local share increases were, as expected, at or near
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the TABOR maximum. The only exception to the pattern of local share increasing at the TABOR maximum in the assessment
years is FY 1995-96, when the local share increase was significantly lower than the TABOR maximum. After investigating
this anomaly, we discovered that there were several legislative decisions in FY 1995-96 that altered the local share increase.
Therefore, we have concluded that absent any significant changes in current law, or a major or extended recession in the
economy, local share increases should increase at or near 100% of the estimated TABOR maximum in the assessment (odd)
years. The model incorporates a somewhat more conservative measure by increasing these revenues at 95% of the estimated

TABOR maximum for assessment years.

During the non-assessment (even) years (FY 1996-97, 1998-99 and 2000-01), the local share increase was, again as expected,
less than the TABOR maximum. Since properties are not reassessed in the even years, only new construction is incorporated
in increases in the district's assessed values. Given that the recent historical data does not indicate any consistent percent
relationship, as local revenues varied from 50% to 80% of the TABOR maximum, our model incorporates 55% of the
estimated TABOR maximum for local share increases in the future non-assessment years. In light of the very healthy growth
and expansion of new construction throughout the 1990s, it is our view that the non-assessment year increases may slow in the
future and the lower level of the historical range is more appropriate. Moreover, the sensitivity analysis provides a fuller
appreciation of the impact of variations in local share contributions on the State Education Fund balance and is discussed in

more detail in Section E of this report.
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TABLE D-I111

Local Share
Funding Increases

Estimated Statewide

Fiscal Year (over prior year) TABOR Maximum
1995-96 3.81% 6.90%
1996-97 3.73% 6.92%
1997-98 5.71% 5.56%
1998-99 3.27% 5.32%
1999-00 4.11% 4.03%
2000-01 4.16% 4.65%

Legislative Council Staff has a 5 year forecast for local share based on projections from enrollment, assessed values, and
specific ownership taxes. Our model does not specifically identify the increases on specific ownership and property taxes. If
specific ownership taxes, which are not limited, increase faster than property taxes, whose growth is specifically limited by
TABOR and the Public School Finance Act of 1994, local share funding may increase slightly faster than incorporated in the
model. Although Pacey Economics Group employs a different methodology, our forecast is consistent with, although slightly

lower than, the 5 year projections by Legislative Council Staff. Hence, utilizing our forecast provides a more conservative

approach.
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EDUCATION SPENDING

Funded Pupil Count

Forecasting Total Program Funding costs, which is the product of funded pupil count times the average per pupil funding, is
critical in evaluating the potential yearly balances in the State Education Fund. Legislative Council Staff forecasts full-time
equivalent enrollment (FTE) which then requires conversion to funded pupil count figures. (In the past, funded pupil count is
typically somewhat higher than FTE because the averaging of funded pupil counts over a previous three year period for school
districts with declining enrollments is allowed.) When the historical funded pupil counts were analyzed with the historical data
for school age children (age 6 to 17) from the demography section of the Colorado Department of Local Affairs, the
correlation between these two sets of data was exceptionally high. Thus, to forecast funded pupil count, Pacey Economics
Group performed a regression model utilizing historical funded pupil count data from the Colorado Department of Education
in combination with historical and forecast demography data of school age children (ages 6 to 17) from the Colorado
Department of Local Affairs. This regression analysis provided funded pupil counts and percentage changes in funded pupil
counts for the future years. Our estimates of funded pupil count growth rates are consistent with Legislative Council Staff's 5
year forecast of this component. Consequently, our model incorporates Legislative Council Staff's forecasts through FY 2005-
06 and the Pacey Economics Group forecast for the rate of change in funded pupil count for the remainder of the 25 year

forecast period.
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Average Per Pupil Funding

Amendment 23 requires that the base per pupil funding increase by at least inflation plus one percent for the first ten years and
by at least inflation thereafter. The Legislature controls both the level of base per pupil funding and also any additional
adjustments to the base for district size, cost of living factor, at-risk student factor, etc. Once these adjustments are made, the
Total Program is determined by multiplying each school district's adjusted per pupil funding by their funded pupil count.

Thus, for modeling purposes an average per pupil funding figure is utilized to capture these adjustments. A detailed district by
district analysis was performed to confirm that, with minor variations, a percentage increase in the base per pupil funding will
result in a corresponding increase to the average per pupil funding. (However, due to changes in policy over time especially as

it relates to changes in the at-risk rate, district size factors, etc. a simple comparison will not always reveal this relationship.)

Per information from the Colorado Department of Education, the estimated average per pupil funding for the FY 2000-01 is
$5,167.92. For future years, this figure is increased by the requirement in Amendment 23, i.e. inflation plus one percent for the

first ten years and inflation thereafter, but with the flexibility to increase at an additional rate, if so desired.

PACEY EcoNOMICS GROUP 48




Adjustment for "J" Curve

Per pupil funding is adjusted for a "Size Factor" which is an adjustment to compensate districts for cost pressures that are
beyond their control, specifically the differences in per pupil costs attributable to economies of scale. In the past, this size
factor increased the per pupil funding for all school districts, but the smaller and larger school districts received a larger
increase than the medium-size school districts. This size adjustment became commonly known as the "J" curve because of the

shape the curve produced when the size factor was graphed by pupil count.

House Bill 00-1159 phases out the "J" curve over three years so that medium-sized and large districts all have the same size
factor. (The graph then resembles an "L".) Over the three year period, the size factor for the medium-sized districts is raised
to the level of the larger school districts. To accomplish this phase-out, the minimum size factor was increased for two years
and then in the third year the formula will be restructured. In FY 1999-00, the minimum size factor was 1.012. In FY 2000-
01, the first year of the phase-out, the minimum size factor increased to 1.0194 and in FY 2001-02 it increases to 1.0268. In
FY 2002-03, the formula for the size factor is changed per the House Bill 00-1159.

This change in the structure of the size factor is important because if all other components of the funding formula remain
constant, it increases the average per pupil funding. To quantify this change in average per pupil funding, we utilized the FY
2000-01 Colorado Department of Education worksheet, which already adjusts for the first part of the phase-out, and
recalculated the average per pupil spending integrating the new requirements for the size factor outlined in House Bill 00-

1159. Table D-1V outlines the changes in the average per pupil funding when adjusting for the changes in the size factor.
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TABLE D-1V

PERCENTAGE INCREASE IN AVERAGE
PER PUPIL SPENDING WHEN ADJUSTING
FOR PHASE-OUT OF "J" CURVE

Fiscal Years

Percent increase in Average Per
Pupil Spending

FY 2000-01
to
FY 2001-02

.180%

FY 2001-02
to
FY 2002-03

227%

Therefore, the average per pupil funding increases a total of .408% over the next two years. These increases in the average per

pupil funding are incorporated into the model. Consequently, average per pupil funding increases are at a slightly greater rate

than inflation plus one percent for the first two years of the model to account for the structural change from a "J" curve to an

"L" curve.
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Table D-V summarizes historical as well as the first 5 year forecast data as it relates to funded pupil count, percent change in
the funded pupil count, average per pupil spending and total program costs. (Future Total Program costs include the inflation

plus 1% criteria while historical reflects actual costs.)

TABLE D-V
HISTORICAL AND FORECAST FIGURES OF FUNDED PUPIL COUNT,
AVERAGE PER PUPIL SPENDING AND TOTAL PROGRAM
Percent Average
Funded Pupil Change in Per Pupil Total Program
Year Count FPC Spending (in billions)

1994-95 612,489 $4,332 $2.7
1995-96 627,797 2.5% $4,428 $2.8
1996-97 644,233 2.6% $4,573 $2.9
1997-98 657,495 2.1% $4,707 $3.1
1998-99 670,782 2.0% $4,867 $3.3
1999-00 681,743 1.6% $4,994 $3.4
2000-01 693,659 1.7% $5,168 $3.6
2001-02 705,767 1.7% $5,418 $3.8
2002-03 717,809 1.7% $5,655 $4.1
2003-04 729,316 1.6% $5,875 $4.3
2004-05 740,914 1.6% $6,104 $4.5
2005-06 752,383 1.5% $6,352 $4.8
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Consumer Price Index (CPI)

The Amendment dictates that base per pupil funding and total State funding for Categorical Programs increase by at least
inflation plus one percent for ten years and by at least the rate of inflation thereafter. Increases in inflation also affect the
levels of taxable income, local share (by affecting property values) and the rate of return (interest earned) on the State
Education Fund balance. Therefore, the forecasting of the inflation rate is another key component in the model. The Denver-
Boulder CPI is required by Amendment 23 as the CPI measure. For purposes of the model, we have defined the term
"inflation" as it was outlined in the legislation implementing TABOR. That is, the applicable inflation rate is the one of the
prior calendar year. Reviewing the historical change in inflation between the United States and Denver-Boulder provides a

foundation for forecasting the annual percent change in the CPL
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U.S. v. Denver-Boulder CPI
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The historical information shows that the Denver-Boulder inflation rate was relatively similar to the U.S. inflation rate until the
mid-1980s. After the mid-1980s, the Denver-Boulder CPI has been relatively stable with an annual increase between 2% and
4% per year. This trend appears to continue for the near-term per forecasts obtained from Legislative Council Staff and the
Office of State Planning and Budgeting (OSPB) through 2005. Both of these forecasts were issued in December 2000 and, as
shown in the following Table D-VI, vary only slightly.
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TABLE D-VI
DENVER-BOULDER CPI FORECASTS NATIONAL FORECASTS
Legislative Pacey Economics
Year | Council Staff OSPB Group DRI CBO Economy.com
2000 3.7% 3.6% 3.65% 3.2% 3.1% 2.9%
2001 3.1% 3.2% 3.15% 2.0% 2.7% 2.3%
2002 2.9% 2.9% 2.9% 1.3% 2.7% 2.5%
2003 3.0% 2.8% 2.9% 1.6% 2.7% 2.3%
2004 3.2% 2.9% 3.05% 2.1% 2.7% 2.2%
2005 3.3% 3.1% 3.2% 2.4% 2.7% 2.3%

The forecasts continue to expect the Denver-Boulder area to experience greater inflation rates than the national economy. The
national economy forecasts for the U.S. CPI were obtained from the Congressional Budget Office (CBO), Data Resources, Inc.
(DRI) and Economy.com. Table D-VI identifies the near-term forecasts but these agencies also provide longer term projections
of the national CPI. Differences among these forecasts over the long-term are greater with an approximate 2 percentage point
difference in the last 10 years of the 25 year forecast period. Based on these forecasts, the historical Denver-Boulder CPI, and
discussions with key personnel at Legislative Council Staff and Office of State Planning and Budgeting, we used a consensus
of this information as representation of the short-term forecast while the long term forecast is predicated upon the Denver-
Boulder CPI remaining above the national rate. Our inflation rate increases from its presently forecasted 3.2% in 2005 up to

3.6% by 2010 and continues at this rate (3.6%) for the remainder of the forecast period.
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Categorical Programs

Amendment 23 requires that State funding for Categorical Programs increase annually by at least the rate of inflation plus one
percent for the first ten years and by at least the rate of inflation thereafter. It should be noted that Amendment 23 requires an
overall percentage increase but no specific requirements are included for individual programs. As noted earlier in this report,
Categorical Programs include education of children with disabilities, public school transportation, gifted and talented
programs, English language proficiency program, etc. Information from the Joint Budget Committee Staff indicates that for the
FY 2000-01 the appropriation from State funds amounted to $142.1 million. In the models, the spending level is increased at
the level required by Amendment 23 but has the flexibility to be increased based on Legislative decisions to add new programs

or additional monies.

Additional Education Spending

The models also include a category referred to as "additional education spending" which identifies spending decisions beyond
Amendment 23 requirements and which are not specifically tied to a program impacted by increases in funded pupil count.
For example, spending an additional amount of money per year, whether it is a non-recurring expense or a recurring expense
with a cost of living increase could include decisions to fund settlement monies for Senate Bill 00-181, technology expenses,
student safety programs, public school capital construction, performance incentives for teachers, etc. Other potential spending
on new programs, which require integrating increases of student population, are accommodated elsewhere within the model

rather than under this category.

PACEY EcoNOMICS GROUP 55




STATE EDUCATION FUND

Taxable Income

Amendment 23 requires that 1/3 of 1% of taxable income (defined as individual, estate, trust, and corporate income) be
deposited into the newly created State Education Fund. This fund can be utilized to pay for the increases in per pupil funding
beyond the minimum requirement from the General Fund and contributions from local share. Legislative Council Staff and the
Office of State Planning and Budgeting (OSPB) derived a 5 year forecast for deposits into the State Education Fund by
utilizing their respective forecasts for personal and corporate tax receipts to determine projections of taxable income for FY
2000-01 through FY 2005-06. Our analysis found a high correlation in the historical relationship of taxable income (using
personal income as a proxy for taxable income) to the Denver-Boulder inflation, national productivity, and total population
growth for the State of Colorado. (We recognize that employment growth would be the more appropriate measure of taxable
income changes than population growth. However, because employment and population growth are highly correlated and we
could obtain a long-term forecast of population, we used population increases as a reasonable proxy for employment growth.)
Consequently, the method for forecasting taxable income forwarded by Pacey Economics Group utilizes the consensus
information from Legislative Council's Staff and the Office of State Planning and Budgeting (OSPB) for the taxable income
base for FY 2000-01, and based on the historical relationship, incorporates 85% of the estimated taxable income as defined by
the sum of these three forecasted economic indicators (Denver-Boulder inflation, national productivity, and population

growth). These taxable income figures are then simply translated to State Education Fund deposits by taking 1/3 of 1%. As

PACEY EcoNOMICS GROUP 56




noted on Table D-VII, the near term forecasts derived from our model and translated arithmetically into fund deposits are

consistent with the 5 year forecasts forwarded by Legislative Council Staff and Office of State Planning and Budgeting

(OSPB).

TABLE D-VII

FORECAST OF EDUCATION FUND DEPOSITS

(in millions)

Fiscal Year

Legislative Council Staff OSPB

Pacey Economics Group

2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

$160.3
$346.6
$377.5
$407.3
$436.0
$465.3

$163.0
$345.4
$369.7
$395.1
$421.0
$447.9

$161.7
$348.5
$375.7
$402.6
$428.5
$456.2
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Rate of Return

The rate of return provides the level of interest earnings that any balances in the State Education Fund will likely generate.

The actual rate of return on the State Education Fund balance will depend on the timing of the relevant deposit of the monies
and the investment strategy followed by the Department of the Treasury. As set forth in the Investment Policy, "The
Treasury's primary objectives for managing its investment portfolios are legality, safety, liquidity, yield, and the provision of a
capital base for statewide economic development." A review of the Office of the State Auditor's 1999 Audit Report prepared
by Callan Associates found that the Department of the Treasury has typically outperformed the relevant market indexes and/or
the peer group active managers in similar funds. Obviously, the rate of return on the State Education Fund balance will depend
upon the amount of money allocated to various investment vehicles within the fund and also the duration (maturity) of those

investments.

Monies received from taxable income are placed in investment vehicles on a daily basis but procedures will need to be
established to identify and redistribute the monies to the various investments within the State Education Fund. As changing
market conditions will impact returns (yields) available for any investment strategy, the Department of the Treasury will not
necessarily be able to respond instantaneously to these opportunities. Consequently, the average yield for any asset allocation
decision for the State Education Fund balance is not likely to experience much variance, at least in the short-term. The
sensitivity analysis (that will be outlined in Section E) will demonstrate little volatility in the State Education Fund balances
with small changes in the overall average rate of return. Naturally, larger swings in the average rate of return could be critical

and, therefore, it is important to be vigilant in the selection and duration of fund assets.
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Pacey Economics Group reviewed various historical and forecast information provided by Legislative Council Staff, Office of
State Planning and Budgeting (OSPB), Congressional Budget Office (CBO), Data Resources, Inc. (DRI) and Economy.com,
in addition to more recent academic literature on this topic and determined that using an average fixed rate of return rather than
incorporating a varying rate of return was a reasonable approach. In our models, we have utilized a 6.75% annual rate of
return over the 25 year forecast period. However, to maintain this level of return (6.75 % per year) will require at least some
of the fund balances to be invested in longer-term assets. Typically, the longer the duration for an investment the greater the
rate of return and consequently, if the General Assembly provides lower levels of General Fund appropriations a lower rate of
return may result and/or a build-up of the State Education Fund balance would be necessary before additional spending
disbursements could be considered. Alternative rates of return and the potential impact on the State Education Fund balance

are identified in the sensitivity analysis of this report.
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SPECIAL PROCEDURES

Timing of Deposits to State Education Fund

e Per information from the Department of the Treasury, deposits into the State Education Fund occur on a year-round

basis.

o These deposits are placed, on a daily basis, initially into a more liquid investment vehicle with somewhat lower interest
earnings opportunity. However, once the monies to be allocated to the State Education Fund are identified, the funds
are assumed to be transferred into a combination of short, medium and/or long-term financial instruments and interest

earnings accrue on a monthly basis at a higher expected average rate of return.

e For purposes of the models, it is anticipated that money accruing into the State Education Fund will occur evenly over
the twelve months and will enter into the fund at the end of each month; however, the majority of tax payments are

typically collected within the first months of the calendar year.
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Timing of Withdrawals from the State Education Fund

e Per information from the Colorado Department of Education, it is understood that payments from the State to the

school districts occur on a pro-rata monthly basis throughout the year.
o For purposes of the models, the last monies to be spent each fiscal year will be from the State Education Fund.

e Allowing the monies to remain in the State Education Fund for as long as possible, maximizes the interest earnings on

the fund monies and provides the State Education Fund more solvency protection over the long-term.

e An exception to this procedure is incorporated when Legislative decisions to fund specific programs or projects out of
the State Education Fund (noted as "Additional Education Fund Spending" in the model) require these monies to be

withdrawn from this fund at the beginning of the fiscal year (July 1%).

e The model was developed with the flexibility to allow the monies to be withdrawn from the State Education Fund

evenly over the year recognizing this procedure will result in lower fund balances.
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If State Education Fund Is Depleted

e As has been demonstrated, under various spending decisions, the State Education Fund could be depleted before the

end of the 25 year period.

o If'the State Education Fund balance became insolvent, the State would be legally obligated to cover any shortfalls with

appropriations from the General Fund.

e The model identifies the additional monies and the percent increase needed in General Fund appropriations if spending

decisions result in a depletion of the State Education Fund.

e However, in circumstances where the State Education Fund balance is depleted, the model identifies the year to year
accumulative losses without payment of the negative balance (to demonstrate the relative impact of funding and

spending decisions).

PACEY EcoNOMICS GROUP 62




E. SENSITIVITY ANALYSIS OF ECONOMIC COMPONENTS

In this section, we review the relative sensitivity of the funding, timing, and economic assumptions. Our goal is to provide the
General Assembly with information on which assumptions most significantly impact estimates on the State Education Fund
balances. We discuss the sensitivity of the model to changes in specific economic components (when all other components are
held constant). We consider the impact of a 10% change in each component of our model and use the 5.6% Funding Model
(with no increases in General Fund appropriations for Categorical Programs) for comparative purposes. For example, if
General Fund appropriations for Total Program increase by 5.6% per year and inflation increases by 10% (e.g., from 3.65% to
4.02% in FY 2001-02, 3.15% to 3.47% in FY 2002-03, etc.) what would be the impact on the State Education Fund? Changes
to each economic component are discussed independently of changes to any other component, although, interactions between

several of the components will be discussed later in this section.
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We first consider the sensitivity of factors within the General Assembly’s control by evaluating a 10% decrease in General

Fund appropriations for Total Program in the 5.6% Funding Model (Referred to on Chart E-I as 5.04% Funding Model) and:

An additional $100 million per year spending;

e Increase in General Fund appropriations for Categorical Programs to provide inflation plus 1% for the first 10

years and inflation thereafter (Referred to on Chart E-I as Categoricals —All);

e Increase in General Fund appropriations for Categorical Programs to provide inflation (Referred to on Chart E-I

as Categoricals-Inflation); and

e Decision to withdraw State Education Fund funds on a monthly (pro-rata) rather than (fiscal) year end basis to

pay for shortfalls.
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Overall, as shown on Chart E-I of these factors within General Assembly’s control:

The level of the commitment of General Fund appropriations for Total Program plays the most significant role

in the determination of the State Education Fund balance;

e Using General Fund appropriations for Categorical Programs, either by fully providing for Amendment 23
requirements (Categoricals - All) or at least inflation (Categoricals — Inflation) will prove to have a very

beneficial impact on the State Education Fund balance, especially over the long term;

e Not surprisingly, substantial ($100 million) ongoing commitments (even if they are not tied to pupil count) will
also have a significant impact on the State Education Fund balance and minimum funding requirements for

Categorical Programs are also determining factors; and

o Finally, using the State Education Fund over the course of the year (rather than to supplement at year end) will
negatively impact the State Education Fund balance as less interest can be accrued on the balance, especially

over the long-term.
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CHART E-I

State Education Fund Balance
Comparison of Legislative Decisions
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We next consider the key economic indicators which are integrated into our models to evaluate their sensitivity to market
conditions. Again using the 5.6% Funding Model as our base, this sensitivity analysis determines the impact on the State

Education Fund balance with a 10% change to reflect an economic downturn as noted on Chart E-II.

Inflation (CPI 10% higher);

e Decreased contributions from Local Share (LS 10% slower);

o Rate of Return on Investment (ROR 10% slower);

e Productivity (Productivity 10% slower);

o Taxable Income which measures tax receipts allowable by Amendment 23 (Taxable Income 10% slower);

o Funded Pupil Count to evaluate the impact of student population growth at rates 10% higher than anticipated
(FPC 10% faster);

o State population growth at 10% per year lower than the forecasted (Colorado Population 10% slower)
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Overall, we find from Chart E-II:

Changes in the CPI will have the most dramatic impact on the State Education Fund balance while changes in
contributions from Local Share and the level of funded pupils (FPC) will also prove to be important factors

estimating the fund balance;

Slowdowns in productivity and population growth are generally of less concern but a decrease in tax receipts
(as measured via taxable income) will have a negative, but not substantial, impact on the State Education Fund
balance. However, caution should be taken in any interpretation of these components given the highly
dependent relationship among productivity and tax receipts, and Colorado population growth and funded pupil

counts; and

Finally, a 10% change in the rate of return will have little impact on the balance in the short-term and even the
long-term; however, although, not shown on Chart E-II, our analysis indicates that if spending was deferred to
allow for accrual of monies in the State Education Fund balance, the rate of return will become a relatively

more significant factor.
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Consumer Price Index (CPI)

The economic component that could have the largest impact in the State Education Fund balance is the consumer price index.

The consumer price index directly impacts several components in the model including:

e Spending for Total Program and Categorical Programs;
e Appropriations of State Funds for Categorical Programs;
e Local Share Funding of Total Program; and

e Taxable Income.

To measure the impact of changes in the CPI, we developed two alternative levels of inflation, both of which we would
consider to be dramatic changes in the long-term level of inflation. We obtained national forecasts of CPI from Congressional
Budget Office (CBO), Data Resources, Inc, (DRI), and Economy.com and found more variances in these forecasts in the out
years. Thus, for higher long-term level for CPI increases, we used either 10% higher than our baseline economic indicators or
the forecast provided by DRI, whichever was higher. (The 10% increase in our forecast was used for the first 16 years while
DRTI’s forecast was utilized thereafter.) Finally, Economy.com’s forecast of inflation was substantially lower than any other

forecast and thus, we utilized their estimate of CPI as the probable floor for the long-term, average inflation.
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Chart E-III identifies the effects these alternative levels of inflation have on the State Education Fund balance as described

below.

o Ifinflation is as low as Economy.com estimates (e.g., nationally near 2.25%), the State Education Fund will
maintain a strong balance and provide many additional spending opportunities. However, it should be noted
that this low level of inflation would represent an approximate 35% decrease in the long-term rate of inflation

and we would consider this scenario to be highly unlikely.

e Under the increased inflation scenario (e.g., a national level of just above 4.0% per year), the State Education

Fund would not have a positive balance after FY 2018-19.

o However, these two alternatives would identify the two extremes that could potentially be encountered. With
an annual review of the fund and its expenditures, the Legislature should be able to maintain the ability to adjust

to extreme, long-term changes in not only CPI but all the economic variables discussed in this section.

Chart E-III further demonstrates that in the short-term differences in the CPI will have a smaller effect on the State Education
Fund balance; however, due to the compounding nature of this component, the effect of changes in the CPI becomes more

pronounced in the later years of the forecast period.
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CHART E-111
State Education Fund Balance
Sensitivity to CPI Changes
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Local Share

As previously stated, the increase in local share funding is tied to the increase in property taxes collected by school districts
allowed under TABOR. TABOR limits local property tax increases to a maximum of inflation plus student population growth.
Therefore, because we have forecasts of inflation and increases in funded pupil count, we can estimate the maximum increase
in local share funding that would be allowed under TABOR. Given the historical relationship information from key personnel
and professionals, we have anticipated that local share funding will increase by 95% of the maximum allowed under TABOR
in the years when property values are reassessed and by 55% of the TABOR maximum in the years when assessed value

increases are due to new construction only.

To determine these levels, we examined the six years of historical increases in local share funding since the passage of the
Public School Finance Act of 1994. Since the State of Colorado has experienced substantial economic growth over the past
decade, it is not surprising that local share funding has increased as fast as allowed under TABOR in the reassessment years.
However, what is not clear is how much local share funding will increase once property values stabilize and new construction
across the State slows. Conceivably, with flat property values and no new construction, local share funding would not

Increase.
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Chart E-IV identifies the State Education Fund balance if local share funding increases 10% slower or faster than in the 5.6%
Funding Model. (When estimating local share increases at 10% faster than the 5.6% Funding Model, the TABOR maximum

would apply in the reassessment years.)

o Iflocal share funding increases 10% faster (or at the TABOR maximum in assessment years) than the rate
utilized in the 5.6% Funding Model, at the end of 25 years the State Education Fund balance will be
approximately $3.9 billion higher.

o Iflocal share funding increases 10% slower than projected in the 5.6% Funding Model, the State Education

Fund balance will be depleted by FY 2024-25.

e A decrease in the growth rate of local share funding has a more dramatic effect than an increase due to the
maximum growth rate imposed by TABOR. Therefore, the Legislature needs to monitor changes in local share

funding to ensure that the balance in the State Education Fund will remain positive.
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CHART E-IV
State Education Fund Balance
Sensitivity to Local Share Changes
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Funded Pupil Count

Increases in funded pupil count (FPC) were estimated utilizing data from Legislative Council Staff and the demography section
of the Colorado Department of Local Affairs. Population increases are very stable over the long-term and our view is that it is
not likely that Colorado would experience population growth significantly different than anticipated by the demography

section. However, for comparison purposes, Chart E-V identifies the balance in the State Education Fund with a 10% increase

or decrease in the growth rate of funded pupil count and finds:

e 10% increase or decrease in the growth rate of funded pupil count would decrease the balance in the State
Education Fund by approximately $5.2 billion or increase the balance by approximately $5.1 billion,

respectively, at the end of the 25 year forecast period.

e While we do not consider such an increase or decrease to be likely over the entire period of the forecast, it is
likely that Colorado will experience periods of growth that could cause the rate of increase in funded pupil

count to reach these levels, affecting the balance in the State Education Fund, in the short-term.

e Changes in funded pupil count will be related to the change in overall Colorado population, which directly
impacts taxable income and thus deposits into the State Education Fund. Although not specifically addressed in
the model, the indirect relationship between funded pupil count and taxable income would lessen the impact of

the change in funded pupil count on the balance of the State Education Fund.

e Again, a periodic review of the fund as well as the economic components that affect the fund balance will allow

the Legislature to respond to significant changes in the underlying components.
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CHART E-V
State Education Fund Balance
Sensitivity to Funded Pupil Count Changes
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Taxable Income

As stated earlier in this report, 1/3 of 1% of taxable income is deposited into the State Education Fund. In the model, taxable
income is based upon inflation, productivity and population, all three of which affect the amount of taxable income in the State
Education Fund. Chart E-VI identifies the implications for the State Education Fund due to changes in the growth rate of

taxable income and thus, deposits.

e 10% increase or decrease in the growth of taxable income will increase the State Education Fund balance by
approximately $3.8 billion or decrease the balance by approximately $3.4 billion, respectively, over the 25 year

forecast period.
o Identifies the likely range of the effect on the fund due to changes in taxable income.

e Given the more recent growth (1990s) in tax receipts, we anticipate that our estimate of taxable income growth
utilized in the baseline economic indicators is somewhat conservative as these rates are just over those that the

Colorado economy experienced during the mid-1980s.

e Again, a regular evaluation of the fund’s deposits will allow the Legislature the opportunity to determine if

deposits are in line with the estimates provided by our model.
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CHART E-VI
State Education Fund Balance
Sensitivity to Taxable Income Changes
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Rate of Return

The 6.75% rate of return used in the models was based on an asset allocation similar to that utilized across the various (short,
medium, and long term) funds already managed by the Department of Treasury. While changes in the rate of return on the
State Education Fund have a limited effect on the long-term balance of the fund, it is the one economic component that the
Legislature can control to a degree by allowing some monies in the fund to be dedicated to longer-term investments. That is, if
the allowed asset allocation provides for investment vehicles of longer durations, it is likely the fund will be able to realize a

greater rate of return. Chart E-VII identifies the effect of different rates of return on the State Education Fund.

e A 10% decrease on the rate of return utilized in the 5.6% Funding Model (from 6.75% to 6.08%) will decrease
the balance in the State Education Fund by approximately $127.9 million over the 10 year forecast period and
$897.3 million over 25 years.

o Ifhigher rates of return can be realized by the Department of the Treasury with a commitment to longer term
and/or change in market conditions such that the rate of return increases 10% (from 6.75% to 7.42%) then

additional monies will be available in the State Education Fund balance.
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APPENDICES
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APPENDIX A

AMENDMENT 23—FUNDING FOR PUBLIC SCHOOLS

Article IX of the Constitution of the State of Colorado is amended BY THE ADDITION OF A NEW SECTION to read:

Section 17. Education - Funding. (1) Purpose. INSTATE FISCAL YEAR 2001-2002 THROUGH STATEFISCAL YEAR 2010-201 1, THESTATEWIDE
BASE PER PUPIL FUNDING, AS DEFINED BY THE PUBLIC SCHOOL FINANCE ACT OF 1994, ARTICLE 54 OF TITLE 22, COLORADO REVISED
STATUTES ON THE EFFECTIVE DATE OF THIS SECTION, FOR PUBLIC EDUCATION FROM PRESCHOOL THROUGH THE TWELFTH GRADE AND
TOTAL STATE FUNDING FOR ALL CATEGORICAL PROGRAMS SHALL GROW ANNUALLY AT LEAST BY THE RATE OF INFLATION PLUS AN
ADDITIONAL ONE PERCENTAGE POINT. INSTATEFISCAL YEAR 2011-2012, ANDEACHFISCAL YEAR THEREAFTER, THE STATEWIDEBASEPER
PUPIL FUNDING FOR PUBLIC EDUCATION FROM PRESCHOOL THROUGH THE TWELFTH GRADE AND TOTAL STATE FUNDING FOR ALL

CATEGORICAL PROGRAMS SHALL GROW ANNUALLY AT ARATE SET BY THE GENERAL ASSEMBLY THAT IS AT LEAST EQUAL TO THERATE

OF INFLATION. :

(2)  Definitions. FOR PURPOSES OF THIS SECTION:

(a) “CATEGORICAL PROGRAMS” INCLUDE TRANSPORTATION PROGRAMS, ENGLISH LANGUAGE PROFICIENCY PROGRAMS, EXPELLED
AND AT-RISK STUDENT PROGRAMS, SPECIAL EDUCATION PROGRAMS (INCLUDING GIFTED AND TALENTED PROGRAMS), SUSPENDED
STUDENT PROGRAMS, VOCATIONAL EDUCATION PROGRAMS, SMALL ATTENDANCE CENTERS, COMPREHENSIVE HEALTH EDUCATION
PROGRAMS, AND OTHER CURRENT AND FUTURE ACCOUNTABLE PROGRAMS SPECIFICALLY IDENTIFIED IN STATUTE AS A CATEGORICAL

PROGRAM.

(b) ~INFLATION” HAS THE SAME MEANING AS DEFINED IN ARTICLE X, SECTION 20, SUBSECTION (2), PARAGRAPH (f) OF THE COLORADO
CONSTITUTION.

(3) Implementation. INSTATE FISCAL YEAR 2001-2002 AND EACHFISCAL YEAR THEREAFTER, THE GENERAL ASSEMBLY MAY ANNUALLY
APPROPRIATE, AND SCHOOL DISTRICTS MAY ANNUALLY EXPEND, MONIES FROM THE STATE EDUCATION FUND CREATED IN SUBSECTION
(4) OF THIS SECTION. SUCH APPROPRIATIONS AND EXPENDITURES SHALL NOT BE SUBJECT TO THE STATUTORY LIMITATION ON GENERAL
FUND APPROPRIATIONS GROWTH, THE LIMITATION ON FISCAL YEAR SPENDING SET FORTH IN ARTICLE X, SECTION 20 OF THE COLORADO
CONSTITUTION, OR ANY OTHER SPENDING LIMITATION EXISTING IN LAW.

4) State Education Fund Created. (a) THERE IS HEREBY CREATED IN THE DEPARTMENT OF THE TREASURY THE STATE EDUCATION
FUND. BEGINNING ON THE EFFECTIVE DATE OF THIS MEASURE, ALL STATE REVENUES COLLECTED FROM A TAX OF ONE THIRD OF ONE
PERCENTON FEDERAL TAXABLE INCOME, AS MODIFIED BY LAW, OF EVERY INDIVIDUAL, ESTATE, TRUST AND CORPORATION, ASDEFINED
IN LAW, SHALL BE DEPOSITED IN THE STATE EDUCATION FUND. REVENUES GENERATED FROM A TAX OF ONE THIRD OF ONE PERCENT
ON FEDERAL TAXABLE INCOME, AS MODIFIED BY LAW, OF EVERY INDIVIDUAL, ESTATE, TRUST AND CORPORATION, AS DEFINED IN LAW,
SHALL NOT BE SUBJECT TO THE LIMITATION ON FISCAL YEAR SPENDING SET FORTH IN ARTICLE X, SECTION 20 OF THE COLORADO
CONSTITUTION. ALL INTEREST EARNED ON MONIES IN THE STATE EDUCATION FUND SHALL BE DEPOSITED IN THE STATE EDUCATION
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AMENDMENT 23—FUNDING FOR PUBLIC SCHOOLS

FUND AND SHALL BE USED BEFORE ANY PRINCIPAL IS DEPLETED. MONIES REMAINING IN THE STATE EDUCATION FUND AT THE END OF
ANY FISCAL YEAR SHALL REMAIN IN THE FUND AND NOT REVERT TO THE GENERAL FUND.

b) IN STATE FISCAL YEAR 200 1-2002, AND EACHFISCAL YEAR THEREAFTER, THE GENERAL ASSEMBLY MAY ANNUALLY APPROPRIATE
MONIES FROM THE STATE EDUCATION FUND. MONIES IN THE STATE EDUCATIONFUND MAY ONLY BE USED TO COMPLY WITH SUBSECTION
(1) OF THIS SECTION AND FOR ACCOUNTABLE EDUCATION REFORM, FOR ACCOUNTABLE PROGRAMS TO MEET STATE ACADEMIC
STANDARDS, FOR CLASS SIZE REDUCTION, FOR EXPANDING TECHNOLOGY EDUCATION, FOR IMPROVING STUDENT SAFETY, FOR .
EXPANDING THE AVAILABILITY OF PRESCHOOL AND KINDERGARTEN PROGRAMS, FOR PERFORMANCE INCENTIVES FOR TEACHERS, FOR
ACCOUNTABILITY REPORTING, OR FOR PUBLIC SCHOOL BUILDING CAPITAL CONSTRUCTION.

(3) Maintenance of Effort. MONIES APPROPRIATED FROM THE STATE EDUCATION FUND SHALL NOT BE USED TO SUPPLANT THE LEVEL :
OF GENERAL FUND APPROPRIATIONS EXISTING ON THE EFFECTIVE DATE OF THIS SECTION FOR TOTAL PROGRAM EDUCATION FUNDING
UNDER THE PUBLIC SCHOOL FINANCE ACT OF 1994, ARTICLE 54 OF TITLE 22, COLORADO REVISED STATUTES, AND FOR CATEGORICAL
PROGRAMS AS DEFINED IN SUBSECTION (2) OF THIS SECTION. IN STATE FISCAL YEAR 2001-2002 THROUGH STATE FISCAL YEAR 2010-2011,
THE GENERAL ASSEMBLY SHALL, AT A MINIMUM, ANNUALLY INCREASE THE GENERAL FUND APPROPRIATION FOR TOTAL PROGRAM
UNDER THE “PUBLIC SCHOOL FINANCE ACT OF 1994,” OR ANY SUCCESSOR ACT, BY AN AMOUNT NOT BELOW FIVE PERCENT OF THE PRIOR
YEAR GENERAL FUND APPROPRIATION FOR TOTAL PROGRAM UNDER THE, “PUBLIC SCHOOL FINANCE ACT OF 1994,” OR ANY SUCCESSOR
ACT. THIS GENERAL FUND GROWTH REQUIREMENT SHALL NOT APPLY IN ANY FISCAL YEAR IN WHICH COLORADO PERSONAL INCOME
GROWS,LESS THAN FOUR AND ONE HALF PERCENT BETWEEN THE TWO PREVIOUS CALENDAR YEARS.
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APPENDIX B

6% Funding Model

Traditional Sources of Funding
General Fund General Fund
Appropristion Appropristion Local Local Share
Fiscal Year  Year for Total Increase  fec icals Cash Funds Share Increase Total
2000-01 $1,982,638.862 $142,065,474 $73,400,663 $1,538,824 T10 $3,736,929,709
Forecast

2000-01

2001-02 1 $2.101,597,194 6.00% $142,065.474 $66,832,000 $1,617,701,340 513% $3,928,196,008
200203 2 2,227,693,025 6.00% 142,065,474 57,320,000 1,660,909,563 26M 4,087,988,062
2003-04 3 2,361,354,607 6.00% 142,065,474 57,320,000 1,731,962,177 428% 4,292,702,258
2004-05 4 2,503,035,883 6.00% 142,065,474 57,320,000 1,774,735074 24M% 4,477,156,732
2005-06 5 2,653,218,036 6.00% 142,065,474 57,320,000 1,852,255,285 4.3M% 4,704,858,795
2006-07 [ 2,812,411,118 6.00% 142,065,474 57,320,000 1,898,058,395 24M% 4,909,854,987
2007-08 7 2,981,155,786 6.00% 142,065,474 57,320,000 1,979,267,085 428% 5,159,808,345
2008-09 8 3,160,025,133 6.00% 142,065,474 57,320,000 2,027,811,936 245% 5,387,222 543
2009-10 9 3,349,626,641 6.00% 142,065 474 57,320,000 2,114,5%0,863 428% 5,663,602.978
2010-1t 10 3,550,604,239 6.00% 142,065,474 57,320,000 2,167,482,853 2.50% 5.917,472,566
2011-12 1 3,763,640,493 6.00% 142,065,474 57,320,000 2,263,743,666 4.44% 6,226,769,633
2012-13 12 3,989,458,923 6.00% 142,065,474 57,320,000 2,324,429,369 2.68% 6,513,273,766
2013-14 13 4,228,826,458 5.00% 142,065,474 57,320,000 2,435,380,517 4.71% 6,863,592,449
2014-15 14 4,482,556,046 6.00% 142,065,474 7,320,000 2,503,673,911 2.80% 7,185,615,431
2015-16 15 4,751,509,409 6.00% 142,065,474 57,320,000 2,625,410,287 4.86% 7,576,305,170
201617 16 5,036,599,973 6.00% 142,065,474 57,320,000 2,698,699, 830 27% 7.934,685,278
2017-18 17 5,338,795,972 6.00% 142,065,474 57,320,000 2,827,030,893 4.76% 8,365212,338
201%-19 18 5,659,123,730 6.00% 142,065,474 57,320,000 2,905,821,037 2.79% 8,764,330,241
2019-20 19 5,998.671,154 6.00% 142,065,474 $7,320,000 3,049,946,027 4.96% 9,248,002,655
2020-21 20 6,358,591,423 6.00% 142,065,474 57,320,000 3,138,606,867 291% 9,696,583,764
2021-22 Zi 6,740,106,908 6.00% 142,065,474 57,320,000 3,295,597,194 5.00% 10,235,089,576
2022.23 22 7,144,513,323 6.00% 142,065,474 57,320,000 3,390,716,975 289% 10,734,615,772
2023-24 23 7,573,184,122 6.00% 142,065,474 57,320,000 1,558.491,076 495% 11,331,060,673
2024.25 24 $,027,575,169 6.00% 142,065,474 57,320,000 3,659,575 882 2.84% 11,886,536,525
2025-26 2l 8,509,229,680 6.00% 142,065,474 57,320,000 3,837,350,027 4.86% 12,545,965,181



6% Funding Model

Education Spending
Average  Avg
Per Pupil PPF Pupil Increase Categaorical Increase Totak Growth Percent of Additional Education Total Needed from
Fiscal Year  Year CPl Funding Increase Count Total Program in TP P inCP Education Spending Rate Shortfall Total Spending Fund Spending Education Fund
2000-01 $5.168 693 6585 33,584,774 850 $142,065474 $3,726, 840,324
Forecast

200001
200102 1 3165% $5418 483% 705,766.6 $3,823,512,349 6.66% $148,671,519 4.65% $3,972,183,868 6.6% $43,987 360 Lil% 50 343,937,860
200203 2 3.15% 5,655 438% 717.809.1 4,058,963,594 6.16% 154,841,387 4.153% 4,213,804,981 6.1% 125,816,918 299% - 125,816,918
2003-04 3 290% 5,875 3.90% 729.316.2 4,284.869,631 5.57% 160,880,201 I9% 4,445,749,831 5.5% 153,047,573 3.44% - 153,047 573
2004-05 4 7.90% 6,104 390% 7409142 4,522,777.19% 5.55% 167,154,528 390% 4,689,931,724 55% 212,774,993 4.54% - 212,774,993
2005-06 5 3.05% 6,352 4.05% 7523825 4,778,791,338 5.66% 173,924,287 4.05% 4,952,715,625 5.6% 247,856,830 5.00% - 247,856,830
2006-07 & 3 20% 6,618 4.20% 762,133.3 $.044,037,549 5.55% 181,229,107 4.20% 5,225,266,655 5.5% 315,411,668 6.04% - 315,411,668
200708 7 3.40% 6910 4.40% 776,545.5 5,324,095,703 5.55% 189.203,188 4.40% 5,513,298,891 5.5% 353,490,546 641% . 353,490,546
2008-0% 8 3 50% 7.220 4.50% 77179381 5.517,057,753 5.50% 197,717,331 4.50% 5,814,775,085 5.5% 421,552,542 735% - 427,552,542
200910 9 3.60% 7,553 4.60% 784,975 8 5,928,595,784 5.55% 206,812,328 4.60% 6,135,408,112 5.5% 471,805,135 T69% - 471,805,135
2010-11 10 3 60% 7,500 4.60% 792,415 8 6.260,086 900 559% 216,325,695 4.60% 6,476,412,595 5.6% 558,940,029 8.63% - 558,940,029
2011-12 1y 3.60% 8,134 j60% £00,933.3 6,555,160,680 4% 24,113,420 3.60% 6,779,274,100 4% 552,504,467 8.15% - 552,504,467
2012-13 12 3.60% 8,479 3.60% 811,1382 6877673998 492% 232,181,504 3.60% 7.109,855,502 49% 596,581,736 8.39% - 596,581,736
2013-14 13 360% 8,734  3.60% 827,692 7 7,226,768 905 508% 240,540,033 3.60% 7,467,308,943 50% 603,716,493 8.08% - 603,716,493
2014-15 14 3.60% 9,101 3.60% £35021.4 7,599,130.211 515% 249,199,479 3.60% 7.848,329,690 51% 662,714,258 8.44% - 662,714,258
2015-16 15 360% 9428 3.60% 8476989 7.992,223,833 517% 258,170,660 3.60% 2,250,394 493 51% 674,089,324 8.17% - 674,089,324
201617 16 3 6% 9,763 3.60% 860,207.0 8,402,117.667 5.13% 267,464,804 3% 8,669,582,471 51% 734,897,193 8.45% . - 734,897,193
2017-13 17 360% 10119 3.60% 872,2979 8.826,943.126 $06% 277,003,537 3.60% 9,104,036,663 0% 738,824,325 8.12% - 738,824,325
2018-19 18 360% 10,483 3.60% 8850973 9,278,895,629 5.12% 287,068,904 3ol $,565,964,534 51% 801,634,292 8.35% - 801,634,292
2019-20 19 360% 10,861 1.60% 8994440 9,768,753,621 5.18% 297,403,385 3.60% 10,066,157,006 32% 818,154,351 8.13% - 818,154,351
2020-21 20 360% 11,252 31.60% 914,603.1 10,290,997,393 5.35% 308,100,907 3.60% 10,399,107,299 33% 902,523,535 8.52% - 902,523,535
2021-22 1) 3.60% 11657 3 60% 92983528 16,839,004,913 533% 319,201,863 3.60% 11,158,206,779 53% 923,117,202 8.2 - 923,117,202
2022.23 2 36 12,077 3.60% 45,1542 11,414,239,59%6 5.31% 330,693,130 3.60% 11,744,932, 726 3% 1,010,316,954 8.60% - 1,000,316,954
2023-24 23 3.60% 12511 1.60% 960,356.7 12,015,355,690 5.21% 342,598,083 3.60% 12,357953, 714 5.2% 1,026,893,101 831% - 1,026,893,101
2024-25 24 3600 12,962 3.60% 975,384 8 12,642,698,993 5.22% 354931614 3.60% 12,997,630,607 i 1,111,094,082 8.55% - 1,111,054,082
2025.26 5 360% 13428 ls0% 990,146 8 13,296,068,7202 51% 367,309,152 360 13,663,774,854 5.1% 1,117,809,674 3.18% - 1,117,809,674

B-2




6% Funding Model

State Education Fund

Toul GF Percent Increase
Taxable Taxable Income Beginning Ending Shonfall Funded Appropriation in GF
Fiscal Year  Year Income Increase Bal Deposits Withdrawals Interest Bal from General Fund WO Shonfall Appropriati
2000-01
Forecast . e

2000-01 $96,9%0,000,000 30 $161,650,000 30 $2,221,885 $163,871.885

200102 1 104,563,726,473 781% 163,871,885 348,545,755 43,987,850 21,471.230 489,907,010 $2,243,662,668
2002-03 2 112,721,864,739 7.80% 439,907,010 375,739,349 125,816,518 43,869,348 783,698,78% 2,369,758,499
2003-04 3 120,776,351.114 T15% 783,698,789 402,587,337 153,047,573 64,372,494 1,097,611,547 2,503,420,081
2004-05 4 128,547.090,011 543% 1.097,611,347 428,490,300 212,774,993 86,027,512 1,399,334,366 2,645,101,357
2005-06 5 136,852,434,030 6.46% 1,399.354,366 456,174,730 247 856 830 107,050,059 1,714,722,376 2,795,283,510
2006-07 & 145,584,764,941| 6.38% 1,714,722,376 485.282,550 315,411,668 128,858,579 2,013,451,836 2,954,476,592
200708 7 155,278,313.602 6.66% 2,013,451,836 517,594,379 353,490,546 149 802 836 2,327,358,506 3,123,221,260
2008-09 8 165,851,921,303 681% 2,327,358,506 352,839,738 427,552,542 171,664,841 2,624,310,542 3,302,090,607
2009-10 g 177,167,644,049 682% 2,624,310,542 590,558,813 471,805,135 192,620,739 2,935,684,960 3,491,692,115
2010-11 1 189,319,283,774 6.86% 2.935,684,960 631,054,279 538,940,029 214,295,696 3,222,104,906 3,692,669,713
200i-12 [ 201,957,392,383 6.68% 3,222,104,906 673,191,308 552,504,467 *235,057,686 3,577,849,432 3,905,705,967
2012-13 12 215,635,451,942 6T 3,572,849.432 718,784,840 596,581,736 260,201,311 3,960,253,847 4,131,524,397
2013-14 13 230,343,886,956 6.82% 3,960,253,847 767,812,957 603,716,493 287,496,052 4,411,846,363 4,370,891,932
2054.15 4 245817,937,357 6.72% 4,411,846 363 £19,393,125 662,714,258 319,185,300 4,887,711,029 4,624,621,520
2013-16 15 262,302,923,803 6.71% 4,887,711,02% £74,343.079 674,089 324 352,972,217 5,440,937,002 4,893,574,883
2016-17 16 279.961,904,972 6.73% 5,440,937,002 933,206,350 734,397,193 391,714,453 6,030,960,612 5,178,665,447
2017-18 17 298,782,572,962 6.72% 6,030,960,612 995,941,910 738,824,325 433,505,831 6,721,584,028 5.480,861,446
2018-1% 1% 319,109,264, 836 6.80% 6,721,584,028 1,063,697,549 01,634 292 481,827,022 7,465,474,307 5,801,189.204
2019-20 19 340,752,541, 4238 6.78% 7.465,474,307 1,135,841,805 £18,154,351 £34,179,623 8,317.341,384 6,140,736 628
2020-21 2 364,176,868 485 687% 8,317,341,384 1,213,922, 895 902,523 535 593,501,576 9,222,242,320 6,500,656,897
2021-22 21 388,755,579,987 6.75% 9222242320 1,295,851,933 923,117,202 657,080,497 10,252,057,548 6,882 172,182
2022-23 n 415,209,512,089 6.80% 10,252 057 548 1,384,031,707 1,010,316,954 728,639,700 11,354,412, 001 7,286,578,797
2023-24 23 441,323,536,565 6T 11,354.412,001 1,477,745,122 1,026,893,101 805,996,486 12,611,260,508 7,715,249,5%¢6
2024-25 24 473,339,833,767 6.7T% 12,611,260,508 1,577,799,446 1,111,094,082 893,219,675 13,971,245,547 B,169,640,643
2025-26 25 $05,557,261992 681% 13,971,245,547 1.685,190,873 1,117,809,674 988,478,634 15,527,105,430 8,651,295,154




6% Funding Model

Slowdown
Sources of Funding
General Fund General Fund
Appropriation Appropristion Local Local Share
Fiscal Year _ Year for Total Program __Increase _for Categoricals Cash Funds Share Increase Total
2000-2001 $1,982,638,862 $142,065474 $73,400,663 $1,538,824,710 $3,736,929,709
Forecast

200001

2001-02 1 2,101,597,194 6.00% $142,065,474 66,832,000 1,614,615,964 493% 1,925,110,632
2002-03 2 2,227,693,025 6.00% 142,065,474 57,320,000 1,655,946 736 2.56% 4,083,025 286
2003-04 3 2,361,354,607 6.00% 142,065,474 57,320,000 1.723,808 986 4.10% 4,284,549,066
2004-08 4 2,503,035,883 6.00% 142,065,474 57,320,000 1,764,558,172 237% 4,467,019,529
2005-06 5 2.653,218,036 6.00% 142,065,474 57,320,000 1,838 569211 4.19% 4,691,172,721
2006-07 6 2812411118 6.00% 142,065,474 57,320,000 1,884,033,888 247% 4,895,830,480
2007-08 7 2,981,155,786 6.00% 142,065,474 57,320,000 1,964,642,538 4.28% 5,145,183,798
2008-09 8 3,160,025,133 6.00% 142,065,474 57,320,000 2,012,828,697 245% 5,372,239,304
2009-10 9 3,349,626,641 6.00% 142,065,474 57,320,000 2,098,966,426 4.28% 5,647,978,540
2010-11 10 3,550,604,239 6.00% 142,065,474 57,320,000 2,151,467,604 2.50% 5,901,457,317
2001-12 ] 3,763 640,493 6.00% 142,065,474 57,320,000 2,247,017,158 4.44% 6,210,043,125
2012-13 12 3,989 458 923 6.00% 142,065,474 57,320,000 2,307,254,462 2.68% 6,496,098,859
2013-14 13 4,228,826, 458 6.00% 142,065,474 57,320,000 2,417,385 807 477% 6,845,597.739
2014-5% 14 4,482,556,046 6.00% 142,065,474 57,320,000 2,485,174,590 280% 7,167,116,110
2015-16 15 4,751,509,409 6.00% 142,065,474 57,320,000 2,606,011,472 4.86% 7,556,906,354
2016-17 16 5,036,599,973 £.00% 142,065,474 57,320,000 2,678,759,488 2.79% 7,914,744,935
2017-18 17 5,338,795,972 6.00% 142,065,474 57,320,000 2,806,142,329 476% 8,344,323, T
2018-19 18 5,659,123, 730 6.00% 142,065,474 57,320,000 2,884,350,303 2.79% 8,742,859,507
2019-20 19 5,998.671,154 6.00% 142,065,474 57,320,000 3,027,410,372 4.96% 9,225,467,000
2020-21 20 6,358,591,423 6.00% 142,065,474 §7,320,000 3,115,416,109 291% 9,673,393,005
2021-22 21 6,740,106,908 6.00% 142,065,474 57,320,000 3,271,246,455 5.00% 10,210,738,837
2022-23 22 7,144,513,323 6.00% 142,065,474 57,320,000 3,365,663,408 239 10,709,562,20%
2023-24 23 7,573,184,122 6.00% 142,065,474 57,320,000 3,532,197,848 495% 11,304,767,444
2024-25 24 8,027,575,169 6.00% 142,065,474 57,320,000 3,632,535,751 2.84% 11,859,496,395
2025-26 25 8,509,229.680 6.00% 142,065 474 57,320,000 3,808.996,346 486% 12,517,611,500




6% Funding Model

Slowdown
Education Speading
Average Avg.
Per Pupil PPF Pupil I Categorical I Towl Growth Percent of Additional Education  Total Needed from
Fiscal Year Year CP1 Funding  Increase Count Total Program inTP Programs inCP. _ Education Spending _ Rate Shortfali Total Spending  Fund Spending ___ _ Education Fund
2000-2001 $3.168 693,658.5 $3,584,774 850 $142,065,474 $3,726,840,324
Forecast

2000-01

2001-02 1 4.02% 5,436 5.20% 705,766.6 $3,836,825.161 1.03% $149,190,058 5.02% $3,986,015,213 695% 360,904,586 1.53% 50 §50,904,586
2002-03 2 34T% T 5691 4.69% T7.809.1 4,085,388,429 5.48% 155,851,394 44T% 4,241,239,822 6.40% 158,214,536 373% - 158,214,536
2003-04 3 319% 5,930 4.19% 1293162 4,324,802,722 586% 162,381,567 4.19% 4,487,184,239 5.30% 202,635,223 4.52% - 202,635,223
2004-05 4 3.19% 6,178 4.19% T40.914.2 4,577,668 857 585% 169,185,355 419% 4,746,854,211 5.79% 279,334,682 5.90% - 279,834,682
2005-06 5 3.36% 6,447 4.36% 7523825 4,850,968,171 59M% 176,553377 4.36% 5,027,521,5438 5.91% 336,348 826 6.69% - 336,348,826
2006-07 6 320% 6,8 4.20% 762,133 8 5,120,220,548 555% 183,968,619 4.20% 5.304,139,166 5.50% 408 358 686 1.70% - 408,358,686
200708 7 3.40% 1014 4.40% 770,545.5 5,404,508,581 555% 192,063,238 4.40% 5.596,571.819 551% 451,388,022 80T% - 451,388,022
2008-09 8 3.50% 7329 4.50%% 777.938.1 5,701,895 406 5.50% 200,706,084 4.50% 5.,902,601,490 54T% 530,362,186 E99% - 530,362,136
2009-10 9 3.60% 7.667 4.60% 784,975 8 6,018,138,775 5.55% 209,938,563 4.60% 6,228,077,338 551% 580,098,798 931% - 330,098 M3
2010-11 10 3.60% 8,019 4.60% 92,4158 6,354,635,592 5.59% 219,595,737 4.60% 6,574,232.329 $.56% 672,775,012 10.23% - 672,775,012
2041-12 11 1.60% 8,308 3860% 200,933 3 6,654,167,040 471% 227,501,184  3.60% 6,881,668224  468% 671,625,099 9.76% - 671,625,099
2012-13 12 360% 8,607 3.60% 8111382 6,981 551 463 492% 235,691,227 3.60% 7,217,242,689 488% 721,143,830 9.99% - 721,143,830
201314 i3 EX. 807 3.60% 8226927 7.335,918951 S08% 244,176,111 3.60% 7,580,095,061 5.03% 734,497,322 969% - 734,497,322
2014-15 14 31600 9,238 3.60% $35021.4 7,713,904 243 515% 252,966,451 3600 7.966,870,694 5.10% 799,754,584 10.04% - 799,754,584
2015-16 15 3160% 9,571 3.60% 47,6989 8,112,934,985 51M 262,073,243 3.60%% 8,375,008,227 512% 818,101,873 97 - 818,101,873
2016-17 16 360% 9,915 3.60% 860,207.0 $,529,019,680 5.13% 271,507,880 3.60% 8,800,527,560 5.08% 885,782,625 10.0™ - 885,782,625
2017-18 17 3.60% 10,272 3.60% 8722979 £,960,261,523 5.06% 281,282,163 3.60% 9,241,543,686 301% 897.219.912 97% - 897,219912
2018-19 18 360% 10,642 3.60% 8850073 9.419,040,125 S.12% 251,408,321 3600 9,710,448,446 5.0™% 967,588,939 9.96% - 967,588,939
201920 19 3.60% 11,025 360% 8994440 9.916,296,723 528% 301,899,021 160% 10.218,195 744 521% 992,728,743 9.72% - 992,728,743
2020-21 20 3.60% 1,422 3.60% 914,603.1 10,436,428,243 $35% 312,761385 160% 10,759,195,628  5.20% 1,085,802,623 10.09% - 1,085,802,623
2021-22 21 3.60% 11,833 360% 9298328 11,002,712,638 531% 324,027,011 3.60% 11,326,739,650 327% 1,116,000,813 9.85% - 1,116,000, 813
2022-23 2 360% 12,259 3.60% 945,154.2 11,586,635419 53i% 335,691,984 3.60% 11,922,327 402 526% 1,2£2,765,197 10.17% - 1,212,765,197
2023-24 ] 3.60% 12,700 3.60% 960,356.7 12,196,830,515 521% 347,776,395 3.60% 12,544,607 410 5.22% 1,239,839,966 9.38% - 1,239,839,966
2024-25 24 3600 13,158 3.60% 975,334.8 12,833,648,945 522% 360,296,863 3.60% 13,193,545 808 5.1%% 1,334,44%.413 1011% - 1,334,449.413
2025-26 25 3.60% 13,631 3.60% 990,146.8 13,496,883 827 517T% 373,267,550 l60% 13,870,151,.377 5.13% 1,352,539.877 9.715% - 1,352,539.877




5.6% Funding Model

Traditional Sources of Funding

General Fund General Fund
Appropriation Appropriation Local Local Share
Fiscal Year  Year for Total Program Increase  for Categoricals Cash Funds Share Increase Total
2000-01 $1,982,638,862 $142,065,474 $73,400,663 $1,538,824,710 $3,736,920,709
Forecast

2000-01

200102 1 $2.093 666,638 5.60% $142,065,474 $66,832,000 $1,617,701,340 5.13% $3,920,265,453
200203 2 2,210,911,970 5.60% 142,065,474 57,320,000 1,660,909,563 26T% 4,071,207,007
2003-04 3 2,334,723,040 5.60% 142,065,474 57,320,000 1,731,962,177 4.28% 4,266,070,652
2004-05 4 2,465 467,531 5.60% 142,065,474 57,320,000 1,774,735,374 247% 4,439,588 379
20605-06 H 2,603,533,712 560% 142,065,474 57,320,000 1,852,255,285 437% 4,655,174,47)
2006-07 6 2,749,331,600 5.60% 142,065,474 57,320,000 1,898 058,395 247% 4,846,775, 469
200708 7 2,903.294,170 5.60% 142,065,474 57,320,000 1,979,267,085 4.28% 5,081,946,729
2008-09 8 3,065,878,643 5.60% 142,065,474 57,320,000 2,027,811,936 245% 5,293,076,053
2009-10 9 3,237 567847 5.60% 142,065,474 57,320,000 2,114,590,863 428% 5,551,544,184
2010-11 10 3.418,871.647 5.60% 142,065,474 57,320,000 2,167,482 853 2,50% 5,185,739.974
2011-12 11 3,610,328,459 5.60% 142,065 474 57,320,000 2,263,743,666 4.44% 6,073,457,599
2012-13 12 3,312,506,853 5.60% 142,065,474 57,320,000 2,324,429,369 268% 6,336,321,696
2013-14 13 4,026,007,236 5.60% 142,065,474 57,320,000 2,435,380,517 477% 6,660,773,228
2014-15 14 4,231,463,642 5.60% 142,065,474 57,320,000 2,503,673,911 2.80% | 6,954,523,027
2015-16 15 4,489,545,606 5.60% 142,065,474 57,320,000 2,625,410,287 4.36% 7,314,341,367
2016-17 16 4,740,960,160 5.60% 142,065,474 57,320,000 2,698,699 830 2719% 7,639,045,464
201718 17 5,006,453 929 5.60% 142,065,474 57,320,000 2,827,030,893 4.76% 8,032.870,295
2018-i9 18 5,286,815,348 5.60% 142,065,474 57,320,000 2,905,821,037 2.7% £,392,021,860
2019-20 19 4,583 877,008 5.60% 142,065,474 57,320,000 3,049,946,027 4.96% 8,832,208,509
2020-21 20 5,895,518,120 5.60% 142,065,474 57,320,000 3,138,606,867 2.91% 9,233,510,461
2021-22 2 6,225,667,135 5.60% 142,065,474 57,320,000 3,295,597,194 5.00% 9,720,649,803
2022-23 2 6,574,304,495 5.60% 142,065,474 57,320,000 3,390,716,975 239% 10,164,406,944
202324 n 6,942,465,546 5.60% 142,065 474 57,320,000 3,558,491,076 4.95% 10,700,342,007
2024.25 24 7,331,243.617 5.60% 142,065,474 57,320,000 3,659,575,882 2.84% 11,190,204,973
2025-26 25 7.741,793,260 5.60% 142,065,474 57,320 000 3,837,350,027 4.36% 11,778,528,761
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5.6% Funding Model

Edwcation Spending
Average  Avg
Per Pupil  PPF Pupil I Caegorical Ll Towl Growth Percent of Additional Education  Total Needed from
Fiscal Year  Year cPl Funding _Increase Count Total nTP Programs in C.P. Education Spending Rate Shortfall Total Spending Fund Spending Education Fund
2000-01 $5,168 6936585 $3,584 774 330 $142,065,474 $3,726,840,224
Forecast

2000-01 }
2001-02 1 365% S5413 4.83% 705,766.6 $3.823,512,34% 6.66% $148,671,519 4.65% $3,972,183.868 6.6% 351,918,415 L31% 50 $51,018,415
200203 2 3.§5%  5.65% 41% N1809.1 4,058,963,594 6 16% 154,841,387 4.15% 4,213,804,981 6.1% 142,597,974 33%% - 142,597,974
2003-94 3 290% 5875 390% 729.316.2 4,284,869,631 5.5T% 160,880,201 3.90% 4,445,749.831 55% 179,679,140 4.04% - 179,679,140
2004-05 4 290% 6,104  3.90% 740,914.2 4,522,777,196 5.55% 167,154,528 3.90% 4,689,931,724 55% 250,343,345 534% - 250,343,345
2005-06 5 3.05% 6352  405% 752,382 5 4.778,791,138 566% 173,924,287 405% 4,952,715,625 56% 207,541,154 6.01% - 297,541,154
2006-07 [} 1200 6618 420% 762,133 8 5,044,037,549 5.55% 121,229,107 4.20% 5,225,266,655 5.5% 378,491,186 724% - 178,491,186
200708 ? 340% 5910 4.40% 170,545.5 5,324,095,703 5.55% 189,203,188 4.40% 5,513,298,891 5.5% 431,352,161 182% - 431,352,161
2008-09 8 350% 1220 450% 7776180 5,617,057,753 550% 197,717,331 4.50% 5,814,775,085 5.5% 521,699,031 59™% - 521,699,031
2009-10 9 3600 7553 460% 7849758 5,928,595,734 5.55% 206,812,328 4.60% 6,135,408,112 5.5% 583,863,928 9.52% - 583,863,928
2010-11 10 360%  TH00  460% 7924158 6,260,086,500 55% 216,325,695 4.60% 6,476,412,595 5.6% 690,672,621 10.66% - 690,672,621
2011-12 i 360% B84 350% 800,933.3 6,555,160,680 4.71% 224,113,420 360% 6,779,274,100 4% 705,816,302 10.41% - 705,816,502
2012-13 12 3160% 3479 150% 811,1382 6,877,673,998 4.92% 232,181,504 160% 7.,109,855,502 49% 773,533,806 10.88% - 773,533,806
201314 13 360% BT84 360% 8226927 7,226,768,905 5.08% 240,540,038 360% 1,467,308,943 50% 806,535,715 10.80% - 806,535,115
2014-15 14 360% 9,101 3.60% 8350214 7.599,130,211 5.15% 249,199,479 3.60% T,848,329,690 51% 893,806,663 11.39% - 893,806,663
2015-16 15 360% 9428 1.60% 847,698 9 7,992,223,833 51 258,170,660 3.60% £,250,394,493 51% 936,053,127 11.35% - 936,053,127
2016-17 16 160% 9768 3.60% 860,207.0 8.402,117.667 513% 267,464,804 160% 3,669,582.41 5.1% 1,030,537 007 11.89% - 1,030,537,007
2017-18 17 360% 10119 360% 8722979 8,826,941,126 5.06% 277,093,537 3.60% 9,104,036,663 5.0% 1,071,166,368 1L7% - 1,071,266,368
2018-19 18 je% 10433 360% 8350973 9,278,895,629 51% 287,068,904 3.60% 9,565,964,534 5.1% 1,173,942,674 122™% - 1,173,942,674
2019-20 19 360% 10,861 3.60% £99,444.0 9,768,753,621 5.28% 297,403,385 3.60% 10,066,157,006 5.2% 1,233,048,496 12.26% - 1,233,948,496
2026-21 20 360% 1252 360% 914,603.| 10,290,997,393 533% 308,109,907 3.60% 10,599,107,299 5.3% 1,365,596,838 12.58% - 1,365,596,838
2021-22 21 360% 11657 3.60% 929,8328 10,839,004,915 5.33% 319,201,863 3.60% 11,158,206,779 53% 1,437,556,976 12.88% - 1,437,556,976
2022-23 22 360% 12,077 160% 945,154 2 11,414,239,596 531% 330,693,130 3.60% 11,744,932,726 5.3% 1,580,525,782 13.46% - 1,580,525,782
202324 23 360% 12511 3.60% 960,356.7 12,015,355,690 52™ 342,598,083 3.60% §2,357,953,774 5.2% 1,657,611,677 13.41% - 1,657,611,677
2024-25 24 360% 12562 360% 975,384 8 12,642,698,993 sn% 354,931,614 360% 12,997,630,607 32% 1807425634 1391% - 1,807,425,634
2025-26 25 360% 13428 3.60% 990,146.8 13,296,065,702 517% 367,709,152 3.60% 13,663,774,854 5.1% 1,885,246,094 13.80% - 1,885,246,094




5.6% Funding Model

State Education Fead

Total GF Percent Increase
Taxable Taxable Encome Beginning Ending Shortfall Funded Appropriation in GF
Fiscal Year  Year Income Incresse Balance Deposits Withdrawals Interest Balance from Genersl Fund W/ Shortfall Appropristi

2000-01

2000-01 $96,990,000,000 $0 $161,650,000 0 $2,271,885 $163,871,885

2001-02 i 104,563,726,473 181% 163,871,885 348,545,755 51,918,415 21,433,944 481,933,169 $2,235,732,112

2002-03 2 112,721,804,739 7.80% 481,933,169 375,739,349 142,597,974 43,239,520 758,314,065 2,352,977,444

2003-04 3 120,776,351,114 7.15% 758,314,065 402,587,837 179,679,140 62,513,666 1,043,736,429 2,476,788,514

2004.05 4 128,547,090,011 643% 1,043.736,429 428,490,300 250,343,345 82,185,889 1,304,069,272 2,607,533,005

2005-06 5 136,852,434,030 6.46% 1,304,069,272 456,174,780 297,541,154 100,347,132 1,563,050,030 2,745,599,186

2006-07 [ 145,584,764,941 638% 1,563,050,030 485,282,550 378,491,186 118,276,399 1,788,117,793 2,891,397,074

2007-08 7 i 155,278,313,602 6.66% 1,788,117,793 517,594,379 431,352,161 134,167,809 2,008,527,820 3,043,359,644

2008-09 8 165,851,921,303 6.81% 2,008,527,820 552,839,738 521,699,031 149,426,114 2,169,004,640 3,207,944,117

2009-10 9 177,167,644,049 6.82% 2,189,094,640 590,558,813 583,863,928 162,233,721 2,358,023,247 3,379,633,321

2010-11 10 189,319,283, 714 6.36% 2,358,023,247 631,064,279 690,672,621 173,861,579 2,472,276,483 3,560,937,121

w2 | on 201,9%7,392,383 6.68% 2,472,276,483 673,191,308 705,816,502 182,834,343 2,622,485,638 3,752,393,933

2012-13 12 215,635,451,942 6.7M% 2,622,485,638 718,784,840 773,533,806 193,777,328 2,761,5£4,000 3,954,572,327

2013-14 t3 230,343,886,956 6.82% 2,761,514,000 767,312,957 806,535,715 204,462,895 2,927,254,136 4,168,672,710

2014-15 14 245,817,937,357 6.72% 2.927,254,136 819,393,125 £93,806,663 216,446,275 3,069,286,873 4,393,529,116

2015-16 15 262,302,923,803 6.71% 3,069,286,373 £74,343,079 936,083,127 227,434,894 3,235,011,720 4,631,611,080

2016-17 16 279,961,904,972 6.73% 3,235,011,720 933,206,350 1,030,537,007 239,578,408 3,377259,471 4,883,025,634

2017-18 17 298,782,572,962 6.72% 3,377,259,471 995,941,910 1,071,166,368 250,852,081 3,552,887,094 5,148,519,403

2013-19 18 319,109,264,836 5.80% 3,552,887,004 1,063,697,549 1,173,942,674 263,864,672 3,706,506,642 5,428,880,822

2019-20 19 340,752,541,428 6.78% 3,706,506,642 1,135,841,80% 1,233 948,496 276,011,558 3,884,411,508 5,724,542 482

2020-2 20 364,176,368,485 687% 3,384,411,508 1,213,922,895 1,365,596,838 289,209,985 4,021,947,550 6,037,583,594

202122 21 388,755,579,987 6.75% 4,021,947,550 1,295,851,933 1,437,556,976 300,466,468 4,180,708,976 6,367,732,609

2022-23 22 415,209,512,089% £.80% 4,180,708,976 1,384,031,707 1,580,525, 782 312,582,136 4,296,797,036 6,716,369,969

2023-24 23 443,323,536,565 67T% 4,296,797,036 1,477,745,122 1,657,611,677 322,719,712 4,439,650,194 . 7,084,531,020

2024.25 24 473,339,833, 767 677% 4,439,650,194 1,577,799,446 1,807,425,634 334,073,897 £,544,097,902 7,473,309,091

2025-26 25 505,557,261,992 6.81% 4,544,097,902 1,685,190,873 1,885,246,094 343,860,177 4,687,902,859 7.883,858,734




6% Funding Model

Slowdown
Education Fund
Total GF Percent Increase
Taxable Taxsble Income Beginning Ending Shortfall Funded Appropriation in GF
Fiscal Year  Year Income Increase Balance Beposits Withdrawals Interest Balance from General Fund ‘W/O Shortfall Appropristions
2000-2001
Forecast : . . A

2000-01 $96,990,000,000 30 $161,650,000 30 32,221,885 $163,871,885

200102 1 102,783,930,049 597% 163,871,885 342,613,100 60,904,586 21,203,519 456,783,919 2,243,662,668
2002-03 2 108,851,583,196 5.90% 466,783,919 362,838,611 158,214,536 41,737,299 713,145,292 2,369,758,499
2003-04 3 114,744,189,027 5.41% 713,145,292 382,480,630 202,635,223 58,724,746 951,715,446 2,503,420,081
2004-05 4 120,390,863,114 492% 951,715,446 401,302,877 279,834,682 74982313 1,148,165,953 2.645,101,357
2005-06 5 126,367.286,165 4.96% 1,148,165,953 421,224,287 336,348,826 88,543,311 1,321,584,725 2,795,283,510
2006-07 6 134,430,576,869 6.38% 1,321,584,725 448,101,923 408,358,686 100,677,760 1,462,008,722 2,954.476,592
200708 7 143,381,440,230 6.66% 1,462,005,722 477,938,134 451,388,022 110,333,490 1,599 389,324 3,123,221,260
2008-09 2 £53,144,935,630 6531% 1,599.389,324 510,483,119 530,362,186 120,459,650 1,699,969,907 3,302,090,607
2009-10 9 163,593.687,854 6582% 1,699,969,907 545,312,293 580,093,798 127,918,089 1.793,101,491 3,491,692,115
2010-11 10 174.814,312,064 6.86% 1,793.101,491 582,714,374 572,775,012 134,491 819 1,837.532,671 3,692,669,713
2011-12 1t 186.484,133,639 6.68% 1,837.532,67 621,613,779 671,625,099 138,833,367 1,926,354.719 3,905,705,967
2012-13 12 199,114,228 812 . 6.7T1% 1,926,354,7i% 563,714,096 721,143,830 145,727 407 2.014,652,392 4,131,524,397
2013-14 13 212,695,755,729 6.82% 2,014,652,392 708,985,852 734,497322 153,091,351 2,142,232 273 4,370,891,932
2614-15 14 226,984,239.299 5.72% 2,142,232.273 756,614,131 799,754,584 162,621,690 2,261,713 51t 4,624,621,520
2055-16 15 242,206,204,582 6.71% 2,261,713.511 307,354,015 818,101,873 172,223,748 2,423,189,401 4,893,574,883
2016-17 16 258,512,217.278 6573% 2,423,189.401 351,707,391 885,782,625 184,238 362 2,583.353,029 5,178,665 47
2017-18 17 275,890.912473 6.72% 2,5%3,333,029 919,636,375 897,219,912 196,897,445 2,802,666,938 5,480,861,446
2013-19 18 294,660,245 346 6.30% 2,802,666,938 982,200,818 967,588 939 213,058,075 3,030,336,892 5,801,189.204
2019-20 19 314,645,290,388 6.18% 3.030,336,892 1,048,817,636 992,728,743 230,419,475 3,316,845 260 6,140,736,628
2020-21 20 336,274.929,129 63T 3,315,845,260 1,120,916,430 1,085,802,623 251,191,664 3,603,150,731 6,500,656,897
2021-22 21 358.970,506,975 6.75% 3,603,150,731 1,196,568,357 1,116,000,813 272,159,165 3,956,477.441 6,882,172,382
2022-23 22 383,397,632,674 6£.30% 3,956.477.441 1,277.992,109 1,212,765,197 298,311,249 4,320,015,601 7,286,578,797
2023.24 23 409,357,660,358 6.71% 4,320,015,601 1,364,525,535 1,239,839,966 325,483,855 4,770,185,024 7,715,249.596
2024-25 24 437.074,215,384 6T% 4,770,185,024 1,456,914,051 1,334,449.413 357,956,213 5,250,605,875 $,169,640,643
2025-26 25 466,823,258 584 6.81% 5,250,605,875 1,556,077,529 1,352,539.877 393,527,539 5,847,671,065 £,651,295,154




5.6% Funding Model
Slowdown

Sources of Funding
Genesal Fund General Fund
Appropriation Appropriation Local Local Share
Fiscal Year  Year for Total Program  [ncrease  for Categoricals Cash Funds Share Increase Total
2000-2001 £1,982,638,862 5142065474 $73,400,663 $1,538,824,710 $3,736,929,709
Farecas

2000-01

2001-02 1 2,093,666,638 5.60% $142,065,474 66,832,000 1,614,615,964 493% 3,917,180,077
2002-03 2 2,210,911,970 5.60% 142,065,474 $7,320,000 1,655,946, 786 2.56% 4,066,244,230
2003-04 3 2,334,723,040 5.60% 142,065,474 57,320,000 1,723,808,986 4.10% 4,257,911,500
2004-05 4 2,465 467,531 5.60% 142,063 474 7,320,000 1,764,598 172 23M% 4,429.451,176
2005-06 5 2,603,533,712 5.60% 142,065,474 7,320,000 1,838,565.211 419% 4,641,488,397
2006-07 6 2,749,331,600 560% 142,065,474 §7,320,000 1,884,033,888 24M% 4,832,750,962
2007-08 7 2,903,294,170 560% 142,065,474 £7,320,000 1,964,642,538 4.28% 5,067,322,182
2008-09 g 3,065,878,643 560% 142,065 474 57,320,000 2,012,828 697 245% 5,278,092,814
2009-10 9 3,237,567,847 5.60% 142,065 474 57,320,000 2,098 966,426 4.28% 5,535,919,747
2010-1t 10 3,418,871,647 5.60% 142,065,474 57,320,000 2,151,467,604 2.50% 5,769,724,725
201112 t 3,610,328,459 5.60% 142,065,474 57,320,000 2,247,017,158 4.44% 6,056,731,091
201213 12 3,812,506,853 5.60% 142,065,474 57,320,000 2,307,254,462 2.68% 6,319,146,789
2013-14 13 4,026,007,236 5.60% 142,065,474 57,320,000 2,417,385,807 4.7% 6,642,778,517
2014-15 14 4,251,463,642 5.60% 142,065,474 57,320,000 2.485,174,590 2.80% 6,936,023,706
201516 15 4,489,545,606 5.60% 142,065,474 57,320,000 2,606,011,472 4.86% 7,294,942,551
2016-17 16 4,740,960,160 5.60% 142,065,474 57,320,000 2,678,759,488 2.7% 7,619,108,121
261718 17 5,006,453,929 5.60% 142,065,474 57,320,000 2,806,142,329 4.76% 8,011,981,731
2018-19 18 5,286,815,348 5.60% 142,065,474 §7,320,000 2,884,350,303 2.79% 8,370,551,126
2019-20 19 5,582,877,008 5.60% 142,065,474 57,320,000 3,027,410,372 4.96% 8,809,672,854
2020-21 20 5,895,518,120 5.60% 142,065,474 57,320,000 3,115,416,109 291% 9,210,319,703
2021-22 21 6,225,667,135 5.60% 142,065,474 57,320,000 3,271,246,455 5.00% 9,696,299,064
2022-23 22 6,574,304,495 5.60% 142,065,474 57,320,000 3,365,663,408 289% 10,139,353,377
2023-24 pi] 6,942,465,546 5.60% 142,065,474 57,320,000 3,532,197,848 495% 10,674,048,869
2024-25 24 7.331,243,617 560% 142,065,474 57,320,000 3,612,535,751 2.84% 11,163,164,842
202526 25 7,741,793,260 5.60% 142,065,474 57,320,000 3,808,996,346 486% 11,750,475,080
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3.6% Funding Model

Slowdown
Education Speadiag
Average Avg.
Per Pupil PPF Pupil ! C ical b Totsd
Fiscal Year  Year CPL Funding Increase Count Total Program in T.P. Progr in C.P.  Education Spendi
2000-2001 55,168 693,6585 $3,584,774,850 $142,065,474 $3.726,840,324
Forecast

2000-01

2001-02 1 4.02% 5,436 5.20% 705,766.6 $3,836,825,161 7.03% $149, 190,058 5.02% $3985015218
2002-03 2 34T | 5,691 4.69% 717.809.1 4,085,388,429 6.48% 155,851,394 447 4,241,239,822
2003-04 3 31%% 5,930 4.19% 729.316.2 4324802722 5.86% 162,381,567 4.19% 4,487,184,289
2004-0% 4 319% 5,178 4.19% 740,914 2 4,577.668,857 5.85% 169,185,355 4.19% 4,746 854 211
2005-06 5 3.36% 6,447 436% 7523825 4,850,968,171 597% 176,553,377 4.36% $,027,521,548
2006-07 [ 31.20% 6,718 4.20°% 762,133 8 5,120,220,548 5.55% 183,968,619 4.20% 5,304,189,166
200708 7 3.40% 7014 4.40% 770,545.5 5,404,508,531 555% 192,063,238 4.40% 5,596,571,819
2008-09 3 3130% 1329 4.50% 177,938.1 5,701,895,406 550% 200,706,084 4.50% 5,902,601,490
2009-10 9 3 60% 7.667 4.60% 184975 8 6,018,138,775 555% 209,938,563 4.60% 6,228,07T7,338
2010-11 10 3.60% 8,019 4.60% 7924158 6,354,636 592 559% 219,595,737 4.60% 6,574,232,329
201012 11 3 60% 8308 360% 800933 3 6.654,167,040 4.T1% 227,501,184 3.60% 6,881,668,224
201213 12 360% §.607 3.60% 8111382 6,981,551,463 4.92% 235,691,227 3.60% 1,217,242,689
2013-14 13 3.60% 8917 360% 8226927 7,335918.951 5.08% 244,176,111 3.60% 7,580,095,061
2014-15 4 3.60% 9238 3.60% 833,021 4 7,713,504,243 5.15% 252,966,451 3.60% 7.966,870,694
2015-16 13 3.60% 9,571 3600 847,698 9 8,112,934,985 517% 262,073,243 3.60% 8,375,008,227
2016-17 16 360% 9,915 3.60% 860,207.0 £,529,019,630 5.13% 271,507,880 3.60% 8,800,527,560
2017-18 17 3.60% 10272 3.60% £72,2979 8,960,261,523 5.06% 281,282,163 160% 9,241,543,686
2018-1% 18 3.60% 10,642 3.60% 85,0973 9,419,040,125 512% 291,408,321 1.60% 9,710,448 446
2019-20 1% 360% 11,025 3.60% §99.4440 9.916,296,723 528% 301,899,021 3.60% 10,218,195,744
2020-21 20 3.60% 15,422 3.60°%% 914.603.1 10,446,428,243 5.35% 312,767,385 3.60% 10,759,195,628
2021-22 21 3.60% 11,833 3.60% 9298328 11,002,712,638 5.33% 3402701 3.60% 11,326,739,650
2022-23 2 3607 12,259 3.60% 945,154 2 11,586,635,419 5.31% 335,691,984 3.60% 11,922,327,402
2023-24 23 3.60% 12,700 160% 960,356.7 12,196,830,515 52T% 347,776,895 3.60% 12,544,607,410
2024-25 24 3.60% 13,158 3.60% 975,384.8 12,833,648,945 522% 360,296,863 3.60% 13,193,945 808
2025-26 25 360% 13,631 3.60% 990,146.8 13,496,883,827 517% 373,267,550 3.60% 13,870,151,377

B-11

Additional Education
Fund § i

Total Needed from
Education Fund

Growth Percent of
Rate Shortfail Total in
6.95% 368,835,141 1.73%
5.40% 174,995,592 4.13%
5.80% 229,266,789 5.11%
5.79% 317,403,035 6.69%
591% 386,033,150 7.68%
5.50% 471,438,204 289%
551% 529,249,637 9.46%
54T% 624,508,675 10.58%
551% 692,157,591 1.11%
5.56% 804,507,604 12.24%
4.68% 824,937,133 11.99%
488% 898,095,900 12.44%
5.03% 937,316,544 1237%
5.10% 1,030,846,988 12.94%
512% 1,080,065,676 12.90%
5.08% 1,181,422,438 13.42%
5.01% 1,229,561,955 13.30%
5.07% 1,339,897,320 13 80%
5.23% 1,408,522,889 13.78%
5.29% 1,548,875,925 14.40%
5.27% 1,630,440,586 14.30%
526% 1,782,974,023 14.95%
52% 1,870,558 542 14.91%
518% 2,030,780,966 15.39%
5.13% 2,119,976,257 15.28%

568,835,141
174,995,592
229,266,789
317,403,035
386,033,150

471,438,204
29,249,637
624 508,675
692,157,591
804,507,604

$24,937,133
§98,005,900
937,316,544
1,030,846,988
1,080,065,676

1,181,422,433
1,229,561,955
1,339,897,320
408,522 889
1,548,875,925

1,630,440,586
1,782,974,025
1,870,558,542
2,030,780,966
2,119.976,297




Fiscal Year  Year

2006-2001

Forecast
2000-01
200102
200203
200304
2004-05
2005-06

2006-07
2007-08
2008-0%
2009-10
2010-11

2011-12
2012-13
2013-14
01415
2015-16

2016-17
2017-1%8
2018-19
201%-20
2020-21

2021-22
2022-23
2023-24
2024-25
2025.26

ok N —

U-I N - 3

=)

21

23
P2 ]
25

5.6% Funding Model
Slowdown

Education Fund
Total GF Percent Increase
Taxable Taxable Income Beginning Ending Shortfall Funded Appropriation in GF
Income increase Balance Deposits Withdrawals Interest Bai from Ceneral Fund W/O Shortfall Appropriations

$96,990,000,000 5¢ 316,650,000 30 $2,221.885 $163,871,885

102,783,930,049 597% 163,871,885 342,613,100 68,835,141 21,160,233 458,810,077 2,235,732,112

108,851,583,196 5.90% 458,810,077 362,838,611 174,995,592 41,1074 687,760,568 2,352,977 444

114,744,189,027 5.41% 647,760,568 382,480,630 229,266,789 56,865,919 897,840,327 2,476,788.514

120,390,863,114 4.92% 897,840,327 401,302,877 317,403,035 71,140,690 1,052,880,85% 2,607,533,005

126,367,286,165 4.96% 1,052,880,85% 421,224,287 386,033,150 £1,840,384 1,169,912,.380 2,745,599, 186

134,430,576,869 538% 1,169,912,380 448,101,923 471,438,204 89,934,112 1,236,510,211 2,891,397.074

143,381,440,230 6.66% 1,236,510.211 477,938,134 $29,249,637 94,842,545 1,280,041,253 3,045,359,644

153,144,935,630 681% 1,280,041,253 510,483,119 624 508,675 97,873,123 1,263,888,.819 3,207.944,117

163,593,687.854 682% 1,263,888,819 545,312,293 692,157,591 97,256,014 1,214,299,535 3,379,633,321

174,814,312,064 6.86% 1,214,299.535 582,714,374 804,507,604 93,980,735 1,086,487,639 3,560,937,121

186,484,133,639 6.68% 1,086,487,639 621,613,779 824,937,131 86,459,626 969,623,310 3,752,393,933

199,114,228 312 61% 969,623,310 663,714,096 898,095,500 79,211,110 814,452,616 3,954,572,327

212,695,755, 729 632% 814,452,616 708,985,852 937,316,544 69,857,797 655,979,721 4,168072,710

226,984,239,299 6.72% 655,979,721 756,614,131 1,030,846,938 59,770,093 441,516,958 4,393,529,116

242,206,204,582 6.71% 441,516,958 807,354,015 1,080,065,676 46,493,012 215,298,308 4,631,611,080

258,512,217,278 6.73% 215,298,108 861,707,391 1,181,422,438 32,753,216 {71,663,523) 71,663,523 4,883,025,634 1.5%
275,890,912,473 6.72% (71,663,523) 919,636,375 1,229,561,955 16,870,254 (364,718,849) 293,055,326 5,148,519,403 3%
294,660,245,346 65.80% (364,718,849} 982,200,218 1,339,897.320 5,720,567 (716,694,785) 351,975,935 5,428,880,822 6.5%
314,645,790,888 6.78% (716,694,785) 1,048,817,636 1,408,522 889 381,624 (1.076,018,414) 359,323,629 5,724,942 482 6.3%
336,274,929,129 687 {1,076,018,414) 1,120,916,430 1,548,875,925 0 (1,503,977,908) 427,955,495 6,037,583,594 Ti%
358,970,506,975 6.75% (1,503,977,908) 1,196,568,357 1,630,440,586 0 {1,937,850,137) 433,872,229 6,367,732,609 6.3%
383,397,632,674 680%  {1,937.850,137) 1,277,962,109 1,782.974,025 0 (2,442 832,054) 504,981,916 6,716,369,969 7.5%
409,357,660,358 67T%  (2.442832,054) 1,364,525,535 1,870,558,542 0 (2,948,865,061) 506,033,007 7,084,531,020 1.1%
437,074,215,384 6.TT%  (2.948.865,061) 1,456,914,051 2,030,780,966 o (3,522, 731,976) $73,866,915 7,473,309,091 1.7%
466 823,258 534 631% (3.522,731,976) 1,556,077,52% 2,119,976,297 0 {4,085,630,744) 563,898,769 7.883,858,734 1.2%
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5% Funding Model

Traditional Sources of Funding

General Fund General Fund
Appropriation Appropriation Local Local Share
Fiscal Year Year for Total Program Increase  for Categoricals Cash Funds _Share Increase Total
2000-01 $1,982,638,862 $142,065,474 $73,400,663 $1,538,824, 710 $3,736,929,709
Forecast

2000-01

2001-02 1 $2,081,770,805 5.00% $142,065.474 $66,832,000 $1,617,701,340 5.13% $3,908,369,619
2002-03 2 2,185,859,345 5.00% 142,065,474 57,320,000 1,660,909,563 26T% 4,046,154,382
2003-04 3 2,295,152,313 5.00% 142,065,474 57,320,000 1,731,962,177 4.28% 4,226,499,964
2004-05 4 2,409,909,928 5.00% 142,065,474 57,320,000 1,774,735,374 247% 4,384,030,777
2005-06 5 2,530,405,425 5.00% 142,065,474 57,320,000 1,852,255,285 43™% 4,582,046,183
2006-07 6 2,656,925,696 5.00% 142,065,474 57,320,000 1,39% 058 395 247% 4,754,369,565
200708 ? 2.789,771,9%1 5.00% 142,065,474 57,320,000 1,979,267,085 428% 4,968,424,540
200809 8 2.929.260,580 5.00% 142,065,474 57,320,000 2,027,811,936 2.45% 5,156,457,990
2009-10 9 3,075,723,609 500% 142,065,474 57,320,000 2,114,590,863 4.28% 5,389,699,946
2010-11 10 3,229,509,789 5.00% 142,065,474 57,320,000 2,167,482,853 2.50% 5,596,378,116
2011-12 n 3,390,985,279 5.00% 142,065,474 §7,320,000 2,263,743,666 444% 5,854,114.418
2012-13 12 3,560,534,543 5.00% 142,065,474 57,320,000 2,324,429,369 2.68% 6,084,349,385
2013-14 13 3,738,561,270 5.00% 142,065,474 57,320,000 2,435,380,517 4.77% 6,373,327,261
2014-15 14 3,925,489,333 5.00% 142,065,474 57,320,000 2,503,673911 2.80% 6,628,548,719
2015-16 15 4,121,763,800 5.00% 142,065,474 57,320,000 2,625,410,287 4.86% 6,946,559,561
2016-17 16 4,327,851,990 5.00% 142,065,474 57,320,000 2,698,699,830 2.7%% 7,225,937,294
2017-18 17 4,544,244,589 5.00% 142,065,474 57,320,000 2,827,030,893 4.76% 1,570,660,956
2018-19 18 4,771,456 819 5.00% 142,065,474 57,320,000 2,905,821,037 27% 7,876,663,330
201920 19 5.010,029,660 5.00% 142,065,474 57,320,000 3,049,946,027 496% 8,259,361,161
2020-21 20 5,260,531,143 5.00% 142,065,474 57,320,000 3,138,606,867 291% 8,508,523 484
202122 21 5,523,557,700 5.00% 142,065,474 $7,320,000 3,295,597,194 5.00% 9,018,540,368
2022-23 2 5,799,735,585 5.00% 142,065,474 57,320,000 3,390,716,975 2.89% 9,389,838,034
2023-24 23 6,089,722,364 5.00% 142,065,474 57,320,000 3,558.491,076 495% 9,847,598.914
2024-25 24 6,394,208,482 5.00% 142,065,474 57,320,000 3,659,575,882 2.84% 10,253,169,838
2025-26 25 6,713,918,906 5.00% 142,065,474 57,320,000 3,837,350,027 4.86% 10,750,654,407
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5% Funding Model

Education Speading
Average  Avg.
PerPupil  PPF Pupil [ncrease Categorical Increase Towl Growth Percent of Additional Education  Total Needed from
Fiscal Year  Year CPI Funding Increase Count Total Program inTP Programs inCP. Education Spending Rate Shortfall Jotal Spending Fund Spending Education Fund
2000-01 $5,168 653 658 5 33,584, 774,850 $142,065 474 $3,724,840,324
Forecast

2000-01 }
2001-02 I 365% 5418 483% 705,766.6 $3,823,512,349 5.66% $148,671,519 4.65% $3,972,183,868 6.6% §63,814,248 1.61% 30 $63,814,248
2002-03 2 3.15% 5655  438% 717,809.1 4,058,963,594 6.16% 154,841,387 4.15% 4,213,804,981 6.1% 167,650,598 3198% - 167,650,598
2003-04 3 2.90% 5875 3.90% 7293162 4,284.869.631 55™% 160,880,201 390% 4.445,749,831 5.5% 219,249,867 493% - 219,249,867
2004-05 4 290% 6104 390% 7409142 4,522.777.19% 5.55% 167,154,528 190% 4,689,931,724 5.5% 305,900,948 6.52% - 305,900,948
2005-06 s 305% 6352 405% 7523825 4,778,791 338 5.66% 173,924,287 4.05% 4.952.715,625 56% 370,669,441 T48% - 370,669,441
200507 [ 320% 6618 420% 7621338 5,044,037,549 555% 181,229,107 4.20% 5,225,266,635 5.5% 470,897,091 9.01% - 470,857,091
200708 7 340% 5910 440% 770,545.5 5,324,095,703 5.55% 189,203,188 4.40% 5,513,298,891 5.5% 544,874,350 9.38% - 544,874,350
2008-09 8 350% 1220 450% T71.938.4 5,617,057,753 5.50% 197,717,331 4.50% 5,814,775,085 55% 658,317,095 11.32% - 658,317,095
2009-10 ¢ 360%  1.553 4.60% 7849758 5,923,595,784 555% 206,812,328 460% 6,135,408,112 55% 745,708,167 12.15% - 745,708,167
2010-11 10 360% 1900  460% 7924158 6,260,086,900 55%% 216,325,695 4.60% 6,476,412,595 5.8% 880,034,479 13.59% - 880,034,479
20k1-12 1y 360% 8184  360% 800,933.3 6,555,160,680 471% 224,113,420 160% 6,779,274,100 4.7% 925,159,682 13.65% - 925,159,682
2012-13 12 Jeit B4TY 3160% 8111382 6,877,673,998 4192% 232,181,504 360% 7,109,855,502 49% 1,025,506,116 14.42% - 1,025,506,116
2013-14 13 160% 4784 360% 8226927 7.226,768,90% 508% 240,540,038 3.60% 7,467,308,943 50% 1,093,981,682 14.65% - 1,093,581 682
2014-15 14 360% 9,101 3.60% 835,0214 7.599,130.211 515% 249,199,479 3.60% 7,848,129,690 5.1% 1,219,780,971 15.54% - 1,219,780,971
2015-16 15 360% 9423 360% 8476989 7.992,223,833 51 258,170,660 3.60% 8,250,394 493 51% 1,303,834,933 15.80% - 1,303,834.933
2016-17 16 6% 9768 360% 860,207.0 8,402,117.667 5.13% 267,464.804 160% 8,669,582,471 51% 1,443,645,176 16.55% - 1,443,645,176
2017-18 17 I60% 10,119 3.60% 872,2979 8,826,943,126 5.06% 277,091,537 3o0% ,104,036,663 50% 1,533,375,707 16.34% - 1,533,375, 707
2018-19 13 166% 10,483 3 .60% 8850973 9,278,895,629 5.12% 287,068,904 3.60% 9,565,964,534 51% 1,689,301,203 17.66% - 1,689,301 203
2019-20 19 160% 10,861 3.60% 8994440 9,768,753,621 528% 297,403,385 3.60% 10,066,157,006 5.2% 1,806,795,845 17.95% - 1,806,795,845
2020-21 20 360% 11252 360% 914,603.1 10,290,997,393 535% 308,109,907 3.60% 10,599,107,299 5.3% 2,000,583,816 18.88% - 2,000,583,816
2021-22 2] 3600 L1657 3.60% 92983328 10,839,004,915 5% 319,201,863 3.60% £1,158,206,77% 53% 2,139,666,411 19.13% - 2,139,666,411
2022-23 22 1600 12077 1.60% 945,154.2 11,414,239.596 531% 330,693,130 3.60% 11,744,932, 726 5.3% 2,355,094,692 20.05% - 2,355,004,692
2023-24 23 360% 12511 160% 960,356.7 12,015,355,690 52™% 342,598,083 3.60% 12,357,953,174 5% 2.510,354,859 2031% - 2,510,354, 859
2024-23 4 160% 12962 360% 9753848 12,642,698,993 322% 354,931,614 3.60% 12,997,630,607 5% 2,744,460,769 21.312% - 2,744,460, 769
2025.26 25 360 13428 360% 990,145 8 13,296,065,702 517% 367,709,152 360% 11,663,774,854 5.1% 2,913,120,447 2.32% - 2,913,120,447
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3% Funding Model

State Education Fund

Total GF Percemt Increase
Taxable Taxable Income Beginning Ending Shortfail Funded iation in GF
Fiscal Year  Year Income Increase Balance Deposits Withdrawals Interest Balance from General Fund W/O Shortfall Appropriaticns
2000-01
Foresast S T R T NN T
2000-01 $96,990,000,000 $0 $161,650,000 50 $2,221 885 $163,871. 885
2001-02 1 104,563,726,473 781% 163,871,885 348 545,755 63,814,248 21,369,015 469,972,407 $2,223,836,279
2002-03 2 112,721,804,739 780% 469,972,407 375,739,349 167,650,598 42,293,428 720,356,586 2,327924 819
2003-04 3 120,776,351,114 7.15% 720,356,586 402,587,837 219,249,867 59,735,554 963,436,110 2,437,217,787
2004-05 4 128,547.090,011 643% 963,430,110 428 490,300 308,900,548 76,461,972 1,162,481,434 2,551,975 402
2005-06 5 136,852,434,030 6.46% 1,162,481,434 456,174,780 370,669,441 90,390,809 1,338,377,582 2,672.470,899
200607 6 145,584 764.94| 6.38% 1.338,377,582 435,282,550 470,397,091 102,412,053 1,455,175,095 2,798,991,170
2007-08 7 155,278,313.602 6.66% 1,455,175,005 517,594,379 544,874,350 110,605,710 1,538,500,833 2,931,837.455
2008-09 ] 165.851,921.303 681% 1,538,500,833 £52 839,738 658 317,095 116,203 864 1,549,227 340 3,071,326,054
200%-10 9 177,167,644,049 6.82% 1,549,227.340 590,558,813 745,708,167 117,271,123 1,511,349, 110 3,217,785,083
2010-11 10 189,319,283, 774 £6.836% 1,511,349,110 631,064,279 830,034,479 114,638,310 1,377,017,219 3,371,575,263
W12 1 201,957,392.383 6.68% L3TT017219 673,191,308 925,159,682 106,503,406 1,231,552,251 3,513,050,753
2012-13 2 215,635,451,942 6T 1,231,552,25) 718,784,840 1,025,506,k16 97,131,222 1.021,962,198 3,702,600,017
2013-14 13 230,343, 886,956 6.82% 1,021962,198 167,812,957 1,091,981,682 £3,896,750 179,690,222 3,880,626,744
2014-15 14 245,817,937,357 6.72% 779,690,222 819,393,125 1,219,780,971 67917151 447,219,954 4,067,554,807
2015-16 1% 262,302,923,803 6.71% 447219.954 874,343,079 1,303,834,933 46,466,973 54,195,024 4,263,829,274
2016-17 16 279,961 904,972 6.73% 64,195,024 933,206,350 1,443,645.176 13,756,830 (422,486,972) 422486572 4,469,017 464 9.5%
2017-18 i7 298,782,572,962 6.72% (422,486,972) 995,541,910 1,533,375,707 4,301,913 (955,618,856) 533,131,884 4,686,310,063 11.4%
2018-19 18 319,109,264,836 6.80% (955,618,856) 1,063,697,549 1,689,301,203 0 (1,581,222,510} 625,603,654 4,913,522.293 12.7%
2019-20 3] 340,752,541,428 6.78% (1,581,222,510) 1,135,841 805 1,806,795,845 0 (2,252,176,550) © 670,954,040 5,152,095,134 13.0%
2020-21 20 364,176,868,485 63T (2,252,176,550) 1,213,922,395 2,000,583,316 [} (3,038,837.471) 786,660,921 5,402,596,617 14.6%
2021-22 21 388,755,579,9387 6.75% {3,038,837.471) 1,295,851,933 2,139,666,451 0 (3,882,651,948) $43814,478 5,065,623,174 14.9%
202223 22 415,209,512,089 6.80% (3.882.651,948) 1,384,031,707 2,355,094,692 0 (4,853,714,933) 971,062,985 5,941,801,059 16.3%
2023-24 23 443,323,536,565 5.7 {4,853,714,933) 1.477.745,122 2,510,354,859 0 (5.886,324.670) 1,032,609,737 6,23),787,838 16.6%
2024-25 24 473,339,833,767 6.7 {5.886,324,670) 1,577,799,.446 2,744,460,769 0 (7,052,985,994) 1,166,661,323 6,536,273,956 17.8%
2025-26 25 505,557,261,992 6.81% (7,052,985,994) 1,685,190,873 2,913,120,447 0 (8,280,913,568) 1,227,929 574 6,855,984,380 17.9%
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