LEGISLATIVE EDUCATION STUDY COMMITTEE
BILL ANALYSIS

Bill Number: HIM 18 50th Legislature, 1st Session, 2011

Tracking Number: .184198.1

Short Title: LESC Emergency Fund Distribution Work Group

Sponsor(s): Representative Dennis J. Roch and Others

Analyst: Craig J. Johnson Date: February 10, 2011

FOR THE LEGISLATIVE EDUCATION STUDY COMMITTEE

Bill Summary:

HJM 18 requests that the Legislative Education Study Committee (LESC) create a work group to
study the process of funding and distributing emergency supplemental funds for school districts.

HJM 18 identifies the membership of the work group as follows:

two House members and two Senate members from the LESC;

a superintendent from a district that frequently receives emergency supplemental funds;

a superintendent from a district that occasionally receives emergency supplemental funds;
a superintendent from a district that typically does not receive emergency supplemental
funds;

a school business manager from a small district;

a school business manager from a medium sized district;

a school business manager from a large district; and

a staff member from the Public Education Department’s (PED) School Budget and
Finance Analysis Bureau.

The purpose of the work group is to study the process of funding, awarding, and distributing
emergency supplemental funds and report to the LESC by November 2011. The study will
review:

the criteria used to qualify for funds;

the minimum information that needs to be included in the application for funds;
whether and under what circumstances charter schools should receive funds;

the financial status of districts receiving funds and the status of those districts’ financial
audits;

any cost-saving measures districts have implemented before receiving funds;

how funds assist districts dealing with economies of scale issues;

the extent to which emergency supplemental funds should be restricted to certain uses;
whether requiring local school boards to approve applications for funds would improve
the process;

¢ the extent to which cash balances should be limited for recipients of funds;



e whether there should be different qualifying criteria for emergency funds, as opposed to
supplemental funds; and

e whether approval by the State Board of Finance should be required.
The final report issued by the work group will recommend any changes needed to laws or rules

to improve the process and to ensure that the process is transparent and well-supported with a
documented demonstration of need.

Fiscal Impact:
HJM 18 does not contain an appropriation.

Substantive Issues:

Emergency supplemental funds are provided to help school districts address unforeseen financial
challenges. From FY 01 (actuals) through FY 11 (budgeted), the Legislature has appropriated
and PED has distributed nearly $62.0 million in emergency supplemental funds to school
districts and charter schools (see the Attachment).

HJM 18 addresses several issues with these funds that have come to the attention of the LESC:

e The financial status and budgeting practices of districts receiving emergency
supplemental funding have varied.

e Some districts require additional funds to address true emergencies, while other districts
use additional funds to sustain existing services.

e The rationale and criteria used by PED to award the funds have sometimes been unclear
or inconsistent.

PED’s analysis of HIM 18 indicates that the department “will be working internally to improve

transparency, efficiency, effectiveness and accountability in the funding and distribution of
emergency supplemental funds.”

Background:

According to the PED analysis, every year approximately 24 districts apply for emergency
supplemental funding. Most of them are small, rural districts; and some of them have applied for
and received emergency supplemental funds each year for the past 10 years.

Related Bills:

HB 375 Approval Before PED Emergency Supp. Distr.
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