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SENATE, No. 838

STATE OF NEW JERSEY
209th LEGISLATURE

INTRODUCED JANUARY 31, 2000
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Senator ROBERT J. MARTIN
District 26 (Essex, Morris and Passaic)
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Establishes aminimum period of school district eligibility for early childhood
and demonstrably effective program aids and provides budget cap exclusion for
demonstrably effective program aid.
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AN AcCT concerning State aid for districts with concentrations of low-
income pupils and amending P.L.1996, c.138.

BE IT ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. Section5of P.L. 1996, c.138 (C.18A:7F-5) is amended to read
asfollows:

5. a Biennialy, within 30 days following the approval of the
Report on the Cost of Providing a Thorough and Efficient Education,
the commissioner shall notify each district of the T& E amount, the
T&E flexible amount, the T&E range, early childhood program
amount, demonstrably effective program amount, instructional
supplement amount, and categorical amounts per pupil for the
subsequent two fiscal years.

Annually, within two days following the transmittal of the State
budget message to the L egislature by the Governor pursuant to section
11 of P.L.1944, c.112 (C.52:27B-20), the commissioner shall notify
each district of the maximum amount of aid payable to the district in
the succeeding school year pursuant to the provisions of this act, and
shall notify each district of the district's T& E budget, maximum T& E
budget, and minimum permissible T&E budget for the succeeding
school year.

Beginning in the 1998-99 school year, unless otherwise specified
within this act, aid amounts payable for the budget year shall be based
on budget year pupil counts, which shall be projected by the
commissioner using datafrom prior years. Adjustments for the actual
pupil counts of the budget year shall be made to State aid amounts
payable during the school year succeeding the budget year. Additional
amounts payable shall be reflected as revenue and an account
receivable for the budget year.

Notwithstanding any other provision of this act to the contrary,
each district's State aid payable for the 1997-98 school year, with the
exception of transportation and facilities aids pursuant to sections 25,
26, and 27 of this act, shall be based on simulations employing the
various formulas and State aid amounts contained in this act using
projections based on the October 1995 pupil counts, December 1995
specia education census data and October 1995 equalized valuations.
Transportation aid shall be calculated based on the provisions of this
act using pupil data used for the 1996-97 school year and adjusted to
reflect the total amount of State aid disbursed in the 1996-97 school
year. The commissioner shall prepare a report dated December 19,
1996 reflecting the State aid amounts payable by category for each

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not
enacted and isintended to be omitted in the law.

Matter underlined thusis new matter.
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district and shall submit the report to the Legislature prior to the
adoption of this act. The amounts contained in the commissioner's
report shall be the final amounts payable and shall not be subsequently
adjusted because of changes in pupil counts or equalized valuations.
The projected pupil counts and equalized valuations used for the
calculation of State aid shall also be used for the calculation of
maximum T& E budget, minimum T& E budget, local share, required
local share, and spending growth limitation. State aid notification of
debt service aid pursuant to section 27 of this act shall include a
statement that debt service aid shall be determined in the budget.

Any school district which enrolls students who reside on federal
property which were not included in the cal culation of core curriculum
standards aid for 1997-98 shall have its core curriculum standards aid
recalculated for these additional enrollments through the 1997-98
school year using the property value multiplier, income value
multiplier, equalized valuation, and district income which were used
inthe original Statewide calculation of core curriculum standards aid.
The additional aid resulting from the recalculations shall be divided by
20 and the product shall be added to each of the remaining core
curriculum standards aid payments for the 1997-98 school year.
Additionally, the core curriculum standards aid calculation and
payment schedule for 1998-99 shall be adjusted for such enrollments
arriving after the last school day prior to October 16, 1997.

b. Each district shall have a required local share. For Abbott
districts, the required local share for the purpose of determining its
estimated minimum equalized tax rate and supplemental core
curriculum standards aid shall equal thedistrict'slocal share calculated
at the middle of the T& E range (T& E amount x WENR, where WENR
isthe district's weighted enrollment pursuant to section 13 of this act).

Notwithstanding the above provision, no Abbott district shall raise
ageneral fund tax levy which is less than the prior year general fund
tax levy unless the sum of the levy and the other components of the
T&E program budget equals or exceeds its maximum T&E budget
calculated pursuant to section 13 of this act.

For district factor group A districts, the required local share shall
equal the district's local share calculated at its minimum T& E budget
pursuant to section 13 of this act.

For all other districts, the required local share shall equal the lesser
of the local share calculated at the district's minimum T&E budget
pursuant to section 13 of this act, or the district's budgeted local share
for the prebudget year.

In order to meet this requirement, each district shall raise a general
fund tax levy which, when added to the general fund balance
designated for the budget year, miscellaneous local general fund
revenues estimated consistent with GAAP to be realized during the
budget year, supplemental core curriculum standards aid calculated
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pursuant to section 17 of this act and stabilization aid and
supplemental school tax reduction aid calculated pursuant to section
10 of this act, equals its required local share or, for Abbott districts,
the amount required when the calculation of required local share
would result in a general fund tax levy which is less than the general
fund tax levy of the prebudget year. For 1997-98, the budgeted local
share for the prebudget year shall be the district's general fund tax
levy.

For the 1997-98 school year, any tax increase which would be
required of an Abbott district or district factor group A district to
meet its required local share, after consideration of supplemental core
curriculum standards aid, stabilization aid, and supplemental school tax
reduction aid shall be fully funded by the State and recorded as
supplemental core curriculum standards aid. The commissioner, in
consultation with the Commissioner of the Department of Community
Affairsand the Director of the Division of Local Government Services
in the Department of Community Affairs, shall examine the fiscal
ability of the Abbott districts and the district factor group A districts
eligible for supplemental core curriculum standards aid to absorb any
reduction in such aid and shall make recommendations to the
Legislature and the Governor regarding the continuation of
supplemental core curriculum standards aid to those districts. In
making those recommendations, the commissioner shall consider the
ratable base of the municipality or municipalities in which the district
is located, the tax burden placed upon the local community due to
other required municipal services, and the fiscal ability of the school
district to raise its required local share. The commissioner shall not
implement any of those recommendations until the recommendations
are enacted into law.

No municipal governing body or bodies or board of school
estimate, as appropriate, shall certify a general fund tax levy which
does not meet the required local share provisions of this section.

c. Annually, on or before March 4, each district board of education
shall adopt, and submit to the commissioner for approval, together
with such supporting documentation as the commissioner may
prescribe, abudget that provides no less than the minimum permissible
T&E budget, plus categorical amounts required for a thorough and
efficient education as established pursuant to the report, specia
revenue funds and debt service funds.

d. (1) A district proposing a budget which includes spending
which exceeds the maximum T&E budget established pursuant to
section 13 of this act shall submit, as appropriate, to the board of
school estimate or to the voters of the district at the annual school
budget election conducted pursuant to the provisions of P.L.1995,
€.278 (C.19:60-1 et seq.), ageneral fund tax levy which when added
to the other components of its net budget does not exceed the
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prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil
in excess of $40,000. The adjustment for special education costs shall
equal any increase in the sum of per pupil amounts in excess of
$40,000 for the budget year less the sum of per pupil amounts in
excess of $40,000 for the prebudget year indexed by the CPI or three
percent, whichever is greater. The adjustment for enrollments shall
equal the increase in unweighted resident enrollments between the
prebudget year and budget year multiplied by the per pupil general
fund tax levy amount for the prebudget year indexed by the CPI or
three percent, whichever is greater. The adjustment for capital outlay
shall equal any increase between the capital outlay portion of the
general fund budget for the budget year less any withdrawals from the
capital reserve account and the capital outlay portion of the general
fund budget for the prebudget year indexed by the CPI or three
percent, whichever is greater. Any district with a capital outlay
adjustment to its spending growth limitation shall be restricted from
transferring any funds from capital outlay accounts to current expense
accounts. The adjustment for capital outlay shall not become part of
the prebudget year net budget for purposes of calculating the spending
growth limitation of the subsequent year. The adjustment for pupil
transportation costs provided pursuant to N.J.S.18A:39-1.1 shall equal
the cost of providing such pupil transportation services for the budget
year.

(2) A district proposing a budget set at or below the minimum
T& E budget established pursuant to section 13 of this act shall submit,
as appropriate, to the board of school estimate or to the voters of the
district at the annual school budget election conducted pursuant to the
provisions of P.L.1995, ¢.278 (C.19:60-1 et seq.), ageneral fund tax
levy which when added to the other components of the net T&E
budget shall not exceed the prebudget year net T& E budget or in
1997-98 the prebudget year net budget by more than the spending
growth limitation cal cul ated as follows: the sum of three percent or the
CPI, whichever isgreater, multiplied by the prebudget year net budget,
and adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000. The enrollment adjustment shall equal theincrease
in weighted resident enrollment between the prebudget year and the
budget year multiplied by the T&E amount less the T&E flexible
amount. The adjustments for special education costs, pupil
transportation services, and capital outlay expenditures shall be
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calculated pursuant to the provisions of paragraph (1) of this
subsection.

Notwithstanding the provisions of this paragraph, no district shall
raise anet budget which is less than the local share required under the
required local share provisions of this act plus the other components
of its net budget.

(3) A district proposing a budget set at or below the maximum
T&E budget, but including amounts in excess of the minimum T& E
budget established pursuant to section 13 of this act, shall submit, as
appropriate, to the board of school estimate or to the voters at the
annual school budget election conducted pursuant to the provisions of
P.L.1995, c.278 (C.19:60-1 et seq.), a general fund tax levy which
when added to the other components of its net T& E budget does not
exceed the prebudget year net T&E budget or in 1997-98 the
prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000 per pupil. The enrollment adjustment shall equal
the increase in the unweighted resident enrollment between the
prebudget year and the budget year multiplied by the prebudget year
T&E program budget per pupil indexed by the CPI or three percent,
whichever is greater. For the 1997-98 school year, the T& E program
budget for the prebudget year shall equal the sum of the general fund
tax levy, foundation aid, and transition aid. The adjustment for special
education costs, pupil transportation services, and capital outlay
expenditures shall be made pursuant to the provisionsof paragraph (1)
of this subsection.

(4) Any debt service payment made by a school district during the
budget year shall not be included in the calculation of the district's
spending growth limitation.

(5) For the 1997-98 school year, a district's spending growth
limitation shall be increased by the excess of county special services
school district tuition over prebudget year county special services
school district tuition indexed by the CPI or three percent, whichever
IS greater.

(6) For the purpose of determining a district's spending growth
limitation for the 1997-98 school year, a district may apply to the
commissioner to add all or a part of the district's original designated
general fund balance for 1996-97 to the spending growth limitation if
it can demonstrate through current accounting records and historical
trend data that the fund balance will actually be spent in the budget
year.

(7) If the use of early childhood program aid for the provision of
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full-day kindergarten and preschool classes and other early childhood
programs and services or the use of demonstrably effective program
aid for the provision of instructional, school governance, and health
and social service programs will cause the district to exceed its
spending growth limitation, the district may apply to the commissioner
for an adjustment to that limitation.

(8) If an increase in tuition for the budget year charged to a
sending district by the receiving district pursuant to the provisions of
N.J.S.18A:38-19 would reduce the sending district's per pupil net
budget amount below the prior year's per pupil net budget amount in
order to comply with the district's spending growth limitation, the
district may apply to the commissioner for an adjustment to that
l[imitation.

(9) Any district may submit at the annual school budget election a
separate proposal or proposals for additional funds, including
interpretive statements, specifically identifying the program purposes
for which the proposed funds shall be used, to the voters, who may, by
voter approval, authorize the raising of an additional general fund tax
levy for such purposes. In the case of adistrict with aboard of school
estimate, one proposal for the additional spending shall be submitted
to the board of school estimate. Any proposal or proposals rejected by
the voters shall be submitted to the municipal governing body or
bodies for a determination as to the amount, if any, that should be
expended notwithstanding voter rejection. The decision of the
municipal governing body or bodies or board of school estimate, as
appropriate, shall be final and no appeals shall be made to the
commissioner.

(10) Notwithstanding any provision of law to the contrary, if a
district proposes a budget which exceeds the maximum T& E budget,
the following statement shall be published in the legal notice of public
hearing on the budget pursuant to N.J.S.18A:22-28, posted at the
public hearing held on the budget pursuant to N.J.S.18A:22-29, and
printed on the sample ballot required pursuant to section 10 of
P.L.1995, ¢.278 (C.19:60-10):

"Your school district has proposed programs and services in
addition to the core curriculum content standards adopted by the State
Board of Education. Information on this budget and the programs and
services it providesis available from your local school district."

e. (1) Any general fund tax levy rejected by the voters for a
proposed budget in excess of the maximum T&E budget shall be
submitted to the governing body of each of the municipalitiesincluded
within the district for determination of the amount that should be
expended notwithstanding voter rejection. In the case of a district
having a board of school estimate, the general fund tax levy shall be
submitted to the board for determination of the amount that should be
expended. If the governing body or bodies or board of school
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estimate, as appropriate, reduce the district's proposed net budget, the
district may appeal any of the reductions to the commissioner on the
grounds that the reductions will negatively impact on the stability of
the district given the need for long term planning and budgeting. In
considering the appeal, the commissioner shall consider enrollment
increases or decreases within the district; the history of voter approval
or rejection of district budgets; the impact on the local levy; and
whether the reductions will impact on the ability of the district to fulfill
its contractual obligations. A district may not appeal any reductions
on the grounds that the amount is necessary for a thorough and
efficient education.

(2) Any general fund tax levy rejected by the voters for a proposed
budget at or below the maximum T& E budget shall be submitted to
the governing body of each of the municipalities included within the
district for determination of the amount that should be expended
notwithstanding voter rejection. In the case of a district having a
board of school estimate, the general fund tax levy shall be submitted
to the board for determination. Any reductions may be appeal ed to the
commissioner on the grounds that the amount is necessary for a
thorough and efficient education or that the reductions will negatively
impact on the stability of the district given the need for long term
planning and budgeting. In considering the appeal, the commissioner
shall also consider the factors outlined in paragraph (1) of this
subsection.

In the case of a school district in which the proposed budget is
below, or after a reduction made by the municipal governing body or
board of school estimate is below, the minimum T&E budget
calculated pursuant to section 13 of this act, any reductions made by
the municipal governing body or board of school estimate shall be
automatically reviewed by the commissioner. Inreviewing the budget,
the commissioner shall also consider the factors outlined in paragraph
(1) of this subsection. In addition, the municipal governing body or
board of school estimate shall be required to demonstrate clearly to the
commissioner that the proposed budget reductions shall not adversely
affect the ability of the school district to provide a thorough and
efficient education or the stability of the district given the need for
long term planning and budgeting.

(3) Inlieu of any budget reduction appeal provided for pursuant to
paragraphs (1) and (2) of this subsection, the State board may
establish pursuant to the "Administrative Procedure Act," P.L.1968,
€.410 (C.52:14B-1 et seq.), an expedited budget review process based
on adistrict's application to the commissioner for an order to restore
a budget reduction.

(4) When the voters, municipal governing body or bodies, or the
board of school estimate authorize the general fund tax levy, the
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district shall submit the resulting budget to the commissioner within
15 days of the action of the voters or municipal governing body or
bodies, whichever is later, or of the board of school estimate as the
case may be.

f. Any district which is not an Abbott district but which was
classified as a specia needs district under the "Quality Education Act
of 1990," P.L.1990, c.52 (C.18A:7D-1 et a.), may appeal any budget
reduction made by the municipal governing body or board of school
estimate, as appropriate, to the commissioner.

g. The commissioner shall annually review the budget of any
district which was classified as a special needs district under the
"Quality Education Act of 1990," P.L.1990, c.52 (C.18A:7D-1 et al.),
to determine if any educationally meritorious program or service
established through State resources provided as a result of that
funding law is proposed to be reduced or eliminated. If the
commissioner determines that the program or service is in jeopardy
and that a reallocation of resources is possible without jeopardizing
other educationally meritorious programs or services, he may require
the school board to fund the program or service through areallocation
of resources.

(cf: P.L.1996, c.138, s.5)

2. Section 16 of P.L.1996, c.138 (C.18A:7F-16) is amended to
read as follows:

16. a Early childhood program aid shall be distributed to all
school districts with high concentrations of low-income pupils, for the
purpose of providing full-day kindergarten and preschool classes and
other early childhood programs and services.

For districts in which the concentration of low income pupils is
equal to or greater than 20% and less than 40%, aid shall be
distributed according to the following formula:

Aid = Al X Modified District Enrollment.

For districts in which the concentration of low income pupils is
equal to or greater than 40%, aid shall be distributed according to the
following formulafor the purpose of expanding instructional services
previously specified to three year olds, or of providing, in addition to
the instructional services previously specified, transition and social
services to primary grade students:

Aid = A2 X Modified District Enrollment where
Al = $465; and
A2 = $750.

For the 1998-1999 school year, the per pupil funding amounts shall
be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
Providing a Thorough and Efficient Education and shall be derived
from cost analyses of appropriate programmatic applications of these
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funds as identified in the report. The amounts shall be adjusted for
inflation by the CPI in the second year of the period to which the
report applies.

County vocational school districts and limited purpose regional high
school districts meeting the eligibility criteria of this section shall
receive aid payable under this section as demonstrably effective
program aid in addition to amounts received pursuant to section 18 of
this act.

Each district which receives early childhood program aid shall
submit to the commissioner for approval an operational plan that shall
be a subset of the district's comprehensive strategic plan, to establish
preschool and full-day kindergarten for all four and five year olds by
the 2001-2002 school year and to maintain them thereafter. Districts
shall appropriate the aid in a special revenue fund for expenditure, but
may place all or aportion of the aid in a capital reserve account during
the first four years to establish facilities for these purposes. During
the first four school years following enactment of this act, districts
may use early childhood program aid for educationally meritorious
programs or for the purpose of constructing new school facilities or
enlarging existing school facilities for use by pupils other than those
enrolled in early childhood programs, provided the new or enlarged
facilities are used for and are adequate to house the planned early
childhood programs. Districts which maintain progress consistent with
the implementation plan may also use the funds for demonstrably
effective programs pursuant to section 18 prior to establishing the
programs required pursuant to this section. The commissioner shall
establish guidelines to track the specific purposes of expenditures
under this section.

b. A district which qualifies for early childhood program aid
pursuant to subsection a. of this section shall be eligible to receive the
aid for a minimum of four school years from the time of initia
determination of eligibility even if the district's concentration of low-
income pupilsfalls below the 20 % or 40% concentration required for
receipt of the early childhood program per pupil aid amounts under
subsection a. If adistrict's concentration of low-income pupilsfalls
below the 20% or 40% thresholds, the amount of the early childhood
program aid received by the district in the prebudget year shall be
reduced in the budget year by the percentage decline in the ratio of the
number of low-income pupils to modified district enrollment used in
the calculation of aid in the prebudget and budget years; except that
if a district is eligible for a greater amount of aid pursuant to
subsection a. of this section, it shall receive that amount. If at the end
of the four-year period the district's concentration of low-income
pupils is below the thresholds required for receipt of the early
childhood program per pupil aid amounts, then the district shall lose
itseligibility for receipt of aid pursuant to the provisions of subsection
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a. of this section. If at any time during the four-year period the
concentration of low-income pupils increases to the 20% or 40%
thresholds, then the district's aid shall be calculated pursuant to
subsection a. of this section and the minimum four-year period of
eligibility shall be determined from that school year.

A district which receives early childhood program aid pursuant to
this subsection shall not be eligible to receive instructional supplement
aid pursuant to subsection c. of section 18 of P.L.1996, c.138
(C.18A:7F-18c).

(cf: P.L.1996, c.138, s.16)

3. Section 18 of P.L.1996, ¢.138 (C.18A:7F-18) is amended to
read as follows:

18. a. Demonstrably effective program aid shall be generated by
individual schools and distributed to districts for the purpose of
providing instructional, school governance, and health and social
service programs to students enrolled in the generating school
according to the following formulas:

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsis equal to or greater than 20%
and less than 40% as follows:

Aid = Bl X SENR1
where

SENR1 is the sum of school enrollments for all schools in the
district enrolling low-income pupils at rates equal to or greater than
20% but less than 40%.

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsis equal to or greater than 40% as
follows:

Aid = B2X SENR2
where

SENR?2 is the sum of the school enrollments for all schoolsin the
district enrolling low-income pupils at rates equal to or greater than
40%;

where
Bl = $300; and
B2 = $425.

For the 1998-1999 school year, the per pupil funding amounts shall
be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
Providing a Thorough and Efficient Education and be derived from
cost analyses of appropriate programmatic applicationsasidentifiedin
the report. The amounts shall be adjusted for inflation by the CPI in
the second year of the period to which the report applies.

b. The State Board of Education, upon the recommendation of the
commissioner, shall adopt regulations governing the use of
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demonstrably effective program aid and an accounting mechanism to
ensure that use. The rules shall provide for:

(1) Programs. A definition as recommended by the commissioner
shall be established of the demonstrably effective programs and
services which shall qualify for aid. The definition shall include for
1997-98, but not be limited to: alternative schools, community
schools; class size reduction programs; parent education programs; job
training programs; training institutes to improve homework response;
telephone tutorial programs; teleconference and video tutoring
programs, and HSPT/Early Warning test before school/after school
preparation programs. The commissioner shall establish the per-pupil
cost of providing these effective programs and services in the Report
on the Cost of Providing a Thorough and Efficient Education.

(2) Accountability. A recipient district shall be required to obtain
the approval of the Department of Education for the planned uses of
demonstrably effective program funds. A periodic public process shall
be established by which specific programmatic uses for the funds shall
be identified and approved. A district failing to use the fundsin the
prescribed manner shall be subject to rescission of aid and additional
monetary penalties as established by the commissioner.

(3) Monitoring. To facilitate State monitoring of the uses of the
funds, districts shall be required to maintain separate program and
service accounts in the special revenue section of district budgets and
financial records in accordance with GAAP and specifications
prescribed by the commissioner.

c. Instructional supplement aid shall be generated by school
districts and county vocational school districts and distributed to
districts for the purposes of providing supplemental services for
students from low-income families. Aid shall be distributed to districts
in which the concentration of low-income pupilsis equal to or greater
than 5% and less than 20%. Districts will receive $339 for each pupil
from low-income families. For the 1998-99 school year, the per pupil
funding amount shall be this amount multiplied by the CPI. For
subsequent years, the amount shall be established biennially in the
Report on the Cost of Providing a Thorough and Efficient Education
and be derived from cost analyses of appropriate programmatic
applications as identified in the report. The amount shall be adjusted
for inflation by the CPI in the second year of the period to which the
report applies. Instructional supplement aid shall be accounted for in
a special revenue fund.

d. The Department of Education shall develop, in collaboration
with the Departments of Human Services and Health and Senior
Services, aswell as other appropriate State departments and agencies,
mechanisms necessary to coordinate the provision of programs and
services at the local level.

e. _An individual school within a district which qualifies for
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demonstrably effective program aid pursuant to subsection a. of this
section shall be eligible to generate the aid for a minimum of four
school years from the time of initial determination of eligibility even
if the school's concentration of low-income pupilsfalls below the 20%
or _40% concentration required for receipt of the demonstrably
effective program per pupil aid amounts under subsection a. If a
school's concentration of low-income pupils falls below the 20% or
40% thresholds, the amount of demonstrably effective program aid
generated by the school in the prebudget year shall be reduced in the
budget year by the percentage decline in the ratio of the number of
low-income pupils enrolled in the school to total school enrollment
used in the calculation of aid in the prebudget and budget years; except
that if a school generates a greater amount of aid pursuant to
subsection a. of this section, it shall generate that amount. If at the end
of the four-year period the school's concentration of low-income
pupilsis below the thresholds required for receipt of the demonstrably
effective program per pupil aid amounts, then the school shall lose its
eligibility for receipt of aid pursuant to the provisions of subsection a.
of this section. If at any time during the four-year period the
concentration of low-income pupils increases to the 20% or 40%
thresholds, then the aid generated by the school shall be calculated
pursuant to subsection a. of this section and the minimum four-year
period of eligibility shall be determined from that school year.

(cf: P.L.1996, c.138, s.18)

4. Thisact shall take effect immediately and shall first apply to the
calculation of aid for the 1998-99 school year.

STATEMENT

This bill amends the "Comprehensive Educational Improvement and
Financing Act of 1996" (CEIFA), P.L.1996, ¢.138, to provide to a
school district aminimum four-year period of eligibility for receipt of
early childhood program aid and demonstrably effective program aid
even if the district ceases to have the concentration of low-income
pupils required for receipt of such aid. The intent of the bill isto
address difficulties that have arisen for particular school districts as
those districts worked to establish the programs that the State requires
to be implemented with early childhood and demonstrably effective
aid, when the funding source for these programs is eliminated or
substantially reduced due to a decline in the concentration of low-
income students within the district.

Under the bill's provisions, a district that qualifies for early
childhood program aid under CEIFA's original provisions would
receive such aid for a minimum period of four years even if the
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district's concentration of low-income pupils falls below the 20% or
40% concentration levels required for receipt of the per pupil aid
amounts. If the district's concentration of low-income pupils falls
below the 20% or 40% thresholds, the amount of early childhood
program aid received by the district in the prebudget year would be
reduced in the budget year by the percentage decline in theratio of the
number of low-income pupilsto total modified district enrollment used
in the calculation of aid in the prebudget and budget years. If,
however, adistrict would receive more early childhood program aid
under CEIFA's original provisions, then the district would receive that
greater amount. If at the end of the four-year period, the district's
concentration of low-income pupils is below the thresholds required
for receipt of the early childhood program per pupil aid amounts, the
district would lose its eligibility for receipt of the aid in accordance
with the provisions of existing law. However, if at any time during the
four-year period, the concentration of low-income pupils increases to
the 20% or 40% thresholds, the district's aid would be calculated
under CEIFA's original provisions, and the minimum four-year period
of eligibility would be determined from that school year.

The bill includes asimilar provision for the demonstrably effective
program aid category, except that it is based on the concentration of
low-income pupilsin individual schools within the district since that
is the basis on which the aid is generated.

In addition, the bill amends CEIFA to allow a school district to
apply to the Commissioner of Education for an adjustment to its
budget cap if the use of demonstrably effective program aid will cause
the district to exceed its cap. This provision will ensure that the
establishment of demonstrably effective programsin schoolswith high
concentrations of low-income students that generated the aid will not
cause reductions in programs and services in other schools in the
district due to the spending limitation.



SENATE EDUCATION COMMITTEE

STATEMENT TO

SENATE, No. 838

with committee amendments

STATE OF NEW JERSEY

DATED: FEBRUARY 10, 2000

The Senate Education Committee reports favorably and with
committee amendments Senate Bill No. 838.

As amended by committee, this bill amends the "Comprehensive
Educational Improvement and Financing Act of 1996" (CEIFA),
P.L.1996, c.138, to provide to a school district a minimum four-year
period of eligibility for receipt of early childhood program aid and
demonstrably effective program aid even if the district ceases to have
the concentration of low-income pupils required for receipt of such
aid. Theintent of the bill isto address difficulties that have arisen for
particular school districts as those districts worked to establish the
programs that the State requires to be implemented with early
childhood and demonstrably effective aid, when the funding source for
these programs is eliminated or substantially reduced due to a decline
in the concentration of low-income students within the district.

Under the bill's provisions, a district that qualifies for early
childhood program aid under CEIFA's original provisions would
receive such aid for a minimum period of four years even if the
district's concentration of low-income pupils falls below the 20% or
40% concentration levels required for receipt of the per pupil aid
amounts. If the district's concentration of low-income pupils falls
below the 20% or 40% thresholds, the amount of early childhood
program aid received by the district in the prebudget year would be
reduced in the budget year by the percentage decline between the
ratios of the number of low-income pupils to total modified district
enrollment used in the calculation of aid in the last year in which the
district met the required low-income concentration level (eligibility
year) and the budget years. If, however, adistrict would receive more
early childhood program aid under CEIFA's original provisions, then
the district would receive that greater amount. If at the end of the
four-year period, the district's concentration of low-income pupilsis
below the thresholds required for receipt of the early childhood
program per pupil aid amounts, the district would lose its eligibility
for receipt of the aid in accordance with the provisions of existing law.
However, if at any time during the four-year period, the concentration
of low-income pupils again increases to the 20% or 40% threshol ds,
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the district's aid would be calculated under CEIFA's origina
provisions, and the minimum four-year period of eligibility would be
determined from that school year.

Thebill includesasimilar provision for the demonstrably effective
program aid category, except that it is based on the concentration of
low-income pupilsin individual schools within the district since that
is the basis on which the aid is generated.

In addition, the bill amends CEIFA to allow a school district to
apply to the Commissioner of Education for an adjustment to its
budget cap if the use of demonstrably effective program aid will cause
the district to exceed its cap. This provision will ensure that the
establishment of demonstrably effective programsin schoolswith high
concentrations of low-income students that generated the aid will not
cause reductions in programs and services in other schools in the
district due to the spending limitation.

The committee amended the bill to clarify the manner in which a
district's aid under the bill would be cal cul ated.
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STATE OF NEW JERSEY
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Sponsored by:
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District 26 (Essex, Morris and Passaic)
Senator DIANE ALLEN

District 7 (Burlington and Camden)

Co-Sponsored by:
Senator Matheussen, Assemblywoman Buono, Assemblymen Barnes,
Zecker, Assemblywoman Gill, Assemblymen Conaway and Conners

SYNOPSIS

Establishes aminimum period of school district eligibility for early childhood
and demonstrably effective program aids and provides budget cap exclusion for
demonstrably effective program aid.

CURRENT VERSION OF TEXT

Asreported by the Senate Education Committee on February 10, 2000, with
amendments.

(Sponsor ship Updated As Of: 6/30/2000)
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AN AcT concerning State aid for districts with concentrations of low-
income pupils and amending P.L.1996, c.138.

BE IT ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. Section5of P.L.1996, c.138 (C.18A:7F-5) is amended to read
asfollows:

5. a Biennialy, within 30 days following the approval of the
Report on the Cost of Providing a Thorough and Efficient Education,
the commissioner shall notify each district of the T& E amount, the
T&E flexible amount, the T&E range, early childhood program
amount, demonstrably effective program amount, instructional
supplement amount, and categorical amounts per pupil for the
subsequent two fiscal years.

Annually, within two days following the transmittal of the State
budget message to the L egislature by the Governor pursuant to section
11 of P.L.1944, c.112 (C.52:27B-20), the commissioner shall notify
each district of the maximum amount of aid payable to the district in
the succeeding school year pursuant to the provisions of this act, and
shall notify each district of the district's T& E budget, maximum T& E
budget, and minimum permissible T&E budget for the succeeding
school year.

Beginning in the 1998-99 school year, unless otherwise specified
within this act, aid amounts payable for the budget year shall be based
on budget year pupil counts, which shall be projected by the
commissioner using datafrom prior years. Adjustments for the actual
pupil counts of the budget year shall be made to State aid amounts
payable during the school year succeeding the budget year. Additional
amounts payable shall be reflected as revenue and an account
receivable for the budget year.

Notwithstanding any other provision of this act to the contrary,
each district's State aid payable for the 1997-98 school year, with the
exception of transportation and facilities aids pursuant to sections 25,
26, and 27 of this act, shall be based on simulations employing the
various formulas and State aid amounts contained in this act using
projections based on the October 1995 pupil counts, December 1995
specia education census data and October 1995 equalized valuations.
Transportation aid shall be calculated based on the provisions of this
act using pupil data used for the 1996-97 school year and adjusted to
reflect the total amount of State aid disbursed in the 1996-97 school
year. The commissioner shall prepare a report dated December 19,

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not
enacted and isintended to be omitted in the law.

Matter underlined thusis new matter.
Matter enclosed in superscript numerals has been adopted as follows:
1 Senate SED committee amendments adopted February 10, 2000.
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1996 reflecting the State aid amounts payable by category for each
district and shall submit the report to the Legislature prior to the
adoption of this act. The amounts contained in the commissioner's
report shall be the final amounts payable and shall not be subsequently
adjusted because of changes in pupil counts or equalized valuations.
The projected pupil counts and equalized valuations used for the
calculation of State aid shall also be used for the calculation of
maximum T& E budget, minimum T& E budget, local share, required
local share, and spending growth limitation. State aid notification of
debt service aid pursuant to section 27 of this act shall include a
statement that debt service aid shall be determined in the budget.

Any school district which enrolls students who reside on federal
property which were not included in the cal culation of core curriculum
standards aid for 1997-98 shall have its core curriculum standards aid
recalculated for these additional enrollments through the 1997-98
school year using the property value multiplier, income value
multiplier, equalized valuation, and district income which were used
inthe original Statewide calculation of core curriculum standards aid.
The additional aid resulting from the recalculations shall be divided by
20 and the product shall be added to each of the remaining core
curriculum standards aid payments for the 1997-98 school year.
Additionally, the core curriculum standards aid calculation and
payment schedule for 1998-99 shall be adjusted for such enrollments
arriving after the last school day prior to October 16, 1997.

b. Each district shall have a required local share. For Abbott
districts, the required local share for the purpose of determining its
estimated minimum equalized tax rate and supplemental core
curriculum standards aid shall equal thedistrict'slocal share calculated
at the middle of the T& E range (T& E amount x WENR, where WENR
isthe district's weighted enrollment pursuant to section 13 of this act).

Notwithstanding the above provision, no Abbott district shall raise
ageneral fund tax levy which is less than the prior year general fund
tax levy unless the sum of the levy and the other components of the
T&E program budget equals or exceeds its maximum T&E budget
calculated pursuant to section 13 of this act.

For district factor group A districts, the required local share shall
equal the district's local share calculated at its minimum T& E budget
pursuant to section 13 of this act.

For all other districts, the required local share shall equal the lesser
of the local share calculated at the district's minimum T&E budget
pursuant to section 13 of this act, or the district's budgeted local share
for the prebudget year.

In order to meet this requirement, each district shall raise a general
fund tax levy which, when added to the general fund balance
designated for the budget year, miscellaneous local general fund
revenues estimated consistent with GAAP to be realized during the
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budget year, supplemental core curriculum standards aid calculated
pursuant to section 17 of this act and stabilization aid and
supplemental school tax reduction aid calculated pursuant to section
10 of this act, equals its required local share or, for Abbott districts,
the amount required when the calculation of required local share
would result in a general fund tax levy which is less than the general
fund tax levy of the prebudget year. For 1997-98, the budgeted local
share for the prebudget year shall be the district's general fund tax
levy.

For the 1997-98 school year, any tax increase which would be
required of an Abbott district or district factor group A district to
meet its required local share, after consideration of supplemental core
curriculum standards aid, stabilization aid, and supplemental school tax
reduction aid shall be fully funded by the State and recorded as
supplemental core curriculum standards aid. The commissioner, in
consultation with the Commissioner of the Department of Community
Affairsand the Director of the Division of Local Government Services
in the Department of Community Affairs, shall examine the fiscal
ability of the Abbott districts and the district factor group A districts
eligible for supplemental core curriculum standards aid to absorb any
reduction in such aid and shall make recommendations to the
Legislature and the Governor regarding the continuation of
supplemental core curriculum standards aid to those districts. In
making those recommendations, the commissioner shall consider the
ratable base of the municipality or municipalities in which the district
is located, the tax burden placed upon the local community due to
other required municipal services, and the fiscal ability of the school
district to raise its required local share. The commissioner shall not
implement any of those recommendations until the recommendations
are enacted into law.

No municipal governing body or bodies or board of school
estimate, as appropriate, shall certify a general fund tax levy which
does not meet the required local share provisions of this section.

c. Annually, on or before March 4, each district board of education
shall adopt, and submit to the commissioner for approval, together
with such supporting documentation as the commissioner may
prescribe, abudget that provides no less than the minimum permissible
T&E budget, plus categorical amounts required for a thorough and
efficient education as established pursuant to the report, specia
revenue funds and debt service funds.

d. (1) A district proposing a budget which includes spending
which exceeds the maximum T&E budget established pursuant to
section 13 of this act shall submit, as appropriate, to the board of
school estimate or to the voters of the district at the annual school
budget election conducted pursuant to the provisions of P.L.1995,
€.278 (C.19:60-1 et seq.), ageneral fund tax levy which when added
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to the other components of its net budget does not exceed the
prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil
in excess of $40,000. The adjustment for special education costs shall
equal any increase in the sum of per pupil amounts in excess of
$40,000 for the budget year less the sum of per pupil amounts in
excess of $40,000 for the prebudget year indexed by the CPI or three
percent, whichever is greater. The adjustment for enrollments shall
equal the increase in unweighted resident enrollments between the
prebudget year and budget year multiplied by the per pupil general
fund tax levy amount for the prebudget year indexed by the CPI or
three percent, whichever is greater. The adjustment for capital outlay
shall equal any increase between the capital outlay portion of the
general fund budget for the budget year less any withdrawals from the
capital reserve account and the capital outlay portion of the general
fund budget for the prebudget year indexed by the CPI or three
percent, whichever is greater. Any district with a capital outlay
adjustment to its spending growth limitation shall be restricted from
transferring any funds from capital outlay accounts to current expense
accounts. The adjustment for capital outlay shall not become part of
the prebudget year net budget for purposes of cal culating the spending
growth limitation of the subsequent year. The adjustment for pupil
transportation costs provided pursuant to N.J.S.18A:39-1.1 shall equal
the cost of providing such pupil transportation services for the budget
year.

(2) A district proposing a budget set at or below the minimum
T& E budget established pursuant to section 13 of this act shall submit,
as appropriate, to the board of school estimate or to the voters of the
district at the annual school budget el ection conducted pursuant to the
provisions of P.L.1995, ¢.278 (C.19:60-1 et seq.), ageneral fund tax
levy which when added to the other components of the net T&E
budget shall not exceed the prebudget year net T& E budget or in
1997-98 the prebudget year net budget by more than the spending
growth limitation cal cul ated as follows: the sum of three percent or the
CPI, whichever isgreater, multiplied by the prebudget year net budget,
and adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000. The enrollment adjustment shall equal the increase
in weighted resident enrollment between the prebudget year and the
budget year multiplied by the T&E amount less the T&E flexible
amount. The adjustments for special education costs, pupil
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transportation services, and capital outlay expenditures shall be
calculated pursuant to the provisions of paragraph (1) of this
subsection.

Notwithstanding the provisions of this paragraph, no district shall
raise anet budget which is less than the local share required under the
required local share provisions of this act plus the other components
of its net budget.

(3) A district proposing a budget set at or below the maximum
T& E budget, but including amounts in excess of the minimum T&E
budget established pursuant to section 13 of this act, shall submit, as
appropriate, to the board of school estimate or to the voters at the
annual school budget election conducted pursuant to the provisions of
P.L.1995, ¢.278 (C.19:60-1 et seq.), a general fund tax levy which
when added to the other components of its net T& E budget does not
exceed the prebudget year net T&E budget or in 1997-98 the
prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000 per pupil. The enrollment adjustment shall equal
the increase in the unweighted resident enrollment between the
prebudget year and the budget year multiplied by the prebudget year
T&E program budget per pupil indexed by the CPI or three percent,
whichever is greater. For the 1997-98 school year, the T& E program
budget for the prebudget year shall equal the sum of the general fund
tax levy, foundation aid, and transition aid. The adjustment for special
education costs, pupil transportation services, and capital outlay
expenditures shall be made pursuant to the provisionsof paragraph (1)
of this subsection.

(4) Any debt service payment made by a school district during the
budget year shall not be included in the calculation of the district's
spending growth limitation.

(5) For the 1997-98 school year, a district's spending growth
limitation shall be increased by the excess of county special services
school district tuition over prebudget year county special services
school district tuition indexed by the CPI or three percent, whichever
is greater.

(6) For the purpose of determining a district's spending growth
limitation for the 1997-98 school year, a district may apply to the
commissioner to add all or a part of the district's original designated
general fund balance for 1996-97 to the spending growth limitation if
it can demonstrate through current accounting records and historical
trend data that the fund balance will actually be spent in the budget
year.
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(7) If the use of early childhood program aid for the provision of
full-day kindergarten and preschool classes and other early childhood
programs and services or the use of demonstrably effective program
aid for the provision of instructional, school governance, and health
and social service programs will cause the district to exceed its
spending growth limitation, the district may apply to the commissioner
for an adjustment to that limitation.

(8) If an increase in tuition for the budget year charged to a
sending district by the receiving district pursuant to the provisions of
N.J.S.18A:38-19 would reduce the sending district's per pupil net
budget amount below the prior year's per pupil net budget amount in
order to comply with the district's spending growth limitation, the
district may apply to the commissioner for an adjustment to that
l[imitation.

(9) Any district may submit at the annual school budget election a
separate proposal or proposals for additional funds, including
interpretive statements, specifically identifying the program purposes
for which the proposed funds shall be used, to the voters, who may, by
voter approval, authorize the raising of an additional general fund tax
levy for such purposes. In the case of adistrict with aboard of school
estimate, one proposal for the additional spending shall be submitted
to the board of school estimate. Any proposal or proposals rejected by
the voters shall be submitted to the municipal governing body or
bodies for a determination as to the amount, if any, that should be
expended notwithstanding voter rejection. The decision of the
municipal governing body or bodies or board of school estimate, as
appropriate, shall be final and no appeals shall be made to the
commissioner.

(10) Notwithstanding any provision of law to the contrary, if a
district proposes a budget which exceeds the maximum T& E budget,
the following statement shall be published in the legal notice of public
hearing on the budget pursuant to N.J.S.18A:22-28, posted at the
public hearing held on the budget pursuant to N.J.S.18A:22-29, and
printed on the sample ballot required pursuant to section 10 of
P.L.1995, ¢.278 (C.19:60-10):

"Your school district has proposed programs and services in
addition to the core curriculum content standards adopted by the State
Board of Education. Information on this budget and the programs and
services it providesis available from your local school district.”

e. (1) Any general fund tax levy rejected by the voters for a
proposed budget in excess of the maximum T&E budget shall be
submitted to the governing body of each of the municipalitiesincluded
within the district for determination of the amount that should be
expended notwithstanding voter rejection. In the case of a district
having a board of school estimate, the general fund tax levy shall be
submitted to the board for determination of the amount that should be
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expended. If the governing body or bodies or board of school
estimate, as appropriate, reduce the district's proposed net budget, the
district may appeal any of the reductions to the commissioner on the
grounds that the reductions will negatively impact on the stability of
the district given the need for long term planning and budgeting. In
considering the appeal, the commissioner shall consider enrollment
increases or decreases within the district; the history of voter approval
or rejection of district budgets; the impact on the local levy; and
whether the reductions will impact on the ability of the district to fulfill
its contractual obligations. A district may not appeal any reductions
on the grounds that the amount is necessary for a thorough and
efficient education.

(2) Any general fund tax levy rejected by the voters for a proposed
budget at or below the maximum T& E budget shall be submitted to
the governing body of each of the municipalities included within the
district for determination of the amount that should be expended
notwithstanding voter rejection. In the case of a district having a
board of school estimate, the general fund tax levy shall be submitted
to the board for determination. Any reductions may be appeal ed to the
commissioner on the grounds that the amount is necessary for a
thorough and efficient education or that the reductions will negatively
impact on the stability of the district given the need for long term
planning and budgeting. In considering the appeal, the commissioner
shall also consider the factors outlined in paragraph (1) of this
subsection.

In the case of a school district in which the proposed budget is
below, or after a reduction made by the municipal governing body or
board of school estimate is below, the minimum T&E budget
calculated pursuant to section 13 of this act, any reductions made by
the municipal governing body or board of school estimate shall be
automatically reviewed by the commissioner. Inreviewing the budget,
the commissioner shall also consider the factors outlined in paragraph
(1) of this subsection. In addition, the municipal governing body or
board of school estimate shall be required to demonstrate clearly to the
commissioner that the proposed budget reductions shall not adversely
affect the ability of the school district to provide a thorough and
efficient education or the stability of the district given the need for
long term planning and budgeting.

(3) Inlieu of any budget reduction appeal provided for pursuant to
paragraphs (1) and (2) of this subsection, the State board may
establish pursuant to the "Administrative Procedure Act," P.L.1968,
€.410 (C.52:14B-1 et seq.), an expedited budget review process based
on adistrict's application to the commissioner for an order to restore
a budget reduction.

(4) When the voters, municipal governing body or bodies, or the
board of school estimate authorize the general fund tax levy, the
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district shall submit the resulting budget to the commissioner within
15 days of the action of the voters or municipal governing body or
bodies, whichever is later, or of the board of school estimate as the
case may be.

f. Any district which is not an Abbott district but which was
classified as a specia needs district under the "Quality Education Act
of 1990," P.L.1990, c.52 (C.18A:7D-1 et a.), may appeal any budget
reduction made by the municipal governing body or board of school
estimate, as appropriate, to the commissioner.

g. The commissioner shall annually review the budget of any
district which was classified as a special needs district under the
"Quality Education Act of 1990," P.L.1990, c.52 (C.18A:7D-1 et al.),
to determine if any educationally meritorious program or service
established through State resources provided as a result of that
funding law is proposed to be reduced or eliminated. If the
commissioner determines that the program or service is in jeopardy
and that a reallocation of resources is possible without jeopardizing
other educationally meritorious programs or services, he may require
the school board to fund the program or service through areallocation
of resources.

(cf: P.L.1996, c.138, s.5)

2. Section 16 of P.L.1996, c.138 (C.18A:7F-16) is amended to
read as follows:

16. a Early childhood program aid shall be distributed to all
school districts with high concentrations of low-income pupils, for the
purpose of providing full-day kindergarten and preschool classes and
other early childhood programs and services.

For districts in which the concentration of low income pupils is
equal to or greater than 20% and less than 40%, aid shall be
distributed according to the following formula:

Aid = Al X Modified District Enrollment.

For districts in which the concentration of low income pupils is
equal to or greater than 40%, aid shall be distributed according to the
following formulafor the purpose of expanding instructional services
previously specified to three year olds, or of providing, in addition to
the instructional services previously specified, transition and social
services to primary grade students:

Aid = A2 X Modified District Enrollment where
Al = $465; and
A2 = $750.

For the 1998-1999 school year, the per pupil funding amounts shall
be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
Providing a Thorough and Efficient Education and shall be derived
from cost analyses of appropriate programmatic applications of these
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funds as identified in the report. The amounts shall be adjusted for
inflation by the CPI in the second year of the period to which the
report applies.

County vocational school districts and limited purpose regional high
school districts meeting the eligibility criteria of this section shall
receive aid payable under this section as demonstrably effective
program aid in addition to amounts received pursuant to section 18 of
this act.

Each district which receives early childhood program aid shall
submit to the commissioner for approval an operational plan that shall
be a subset of the district's comprehensive strategic plan, to establish
preschool and full-day kindergarten for all four and five year olds by
the 2001-2002 school year and to maintain them thereafter. Districts
shall appropriate the aid in a special revenue fund for expenditure, but
may place all or aportion of the aid in a capital reserve account during
the first four years to establish facilities for these purposes. During
the first four school years following enactment of this act, districts
may use early childhood program aid for educationally meritorious
programs or for the purpose of constructing new school facilities or
enlarging existing school facilities for use by pupils other than those
enrolled in early childhood programs, provided the new or enlarged
facilities are used for and are adequate to house the planned early
childhood programs. Districts which maintain progress consistent with
the implementation plan may also use the funds for demonstrably
effective programs pursuant to section 18 prior to establishing the
programs required pursuant to this section. The commissioner shall
establish guidelines to track the specific purposes of expenditures
under this section.

b. A district which qualifies for early childhood program aid
pursuant to subsection a. of this section shall be eligible to receive the
aid for a minimum of four school years from the time of initial
determination of eligibility even if the district's concentration of low-
income pupilsfalls below the 20 % or 40% concentration required for
receipt of the early childhood program per pupil aid amounts under
subsection a. If adistrict's concentration of low-income pupilsfalls
below the 20% or 40% thresholds, the amount of the early childhood
program aid received by the district in the prebudget year
! hereinafter referred to asthe eligibility year," shall be reducedin the
'subsequent™ _budget year by the percentage decline *[ in the ratio]
between the ratios™ of the number of low-income pupils to modified
district enrollment used in the calculation of aid in the *[prebudget]
eligiblity® and budget years *[; except that] . In the second and third
budget years following the eligibility year, the amount of early
childhood program aid received by the district in the eligibility year
shall be reduced in the budget year by the percentage decline between
the ratios of the number of low-income pupils to modified district
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enrollment used in the calculation of aid in the eligibility and budget
years. Notwithstanding the provisions of this subsection,” if adistrict
is eligible for a greater amount of aid pursuant to subsection a. of this
section, it shall receive that amount. If at the end of the four-year
period the district's concentration of low-income pupils is below the
thresholds required for receipt of the early childhood program per
pupil aid amounts, then the district shall lose its eligibility for receipt
of aid pursuant to the provisions of subsection a. of this section. If
at any time during the four-year period the concentration of |ow-
income pupils increases to the 20% or 40% thresholds, then the
district's aid shall be calculated pursuant to subsection a. of this
section and the minimum four-year period of eligibility shall be
determined from that school year.

A district which receives early childhood program aid pursuant to
this subsection shall not be eligible to receive instructional supplement
aid pursuant to subsection c. of section 18 of P.L.1996, c.138
(C.18A:7F-18c).

(cf: P.L.1996, c.138, s.16)

3. Section 18 of P.L.1996, ¢.138 (C.18A:7F-18) is amended to
read as follows:

18. a. Demonstrably effective program aid shall be generated by
individual schools and distributed to districts for the purpose of
providing instructional, school governance, and health and social
service programs to students enrolled in the generating school
according to the following formulas:

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsis equal to or greater than 20%
and less than 40% as follows:

Aid = Bl X SENR1
where

SENR1 is the sum of school enrollments for all schools in the
district enrolling low-income pupils at rates equal to or greater than
20% but less than 40%.

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsis equal to or greater than 40% as
follows:

Aid = B2X SENR2
where

SENR?2 is the sum of the school enrollments for all schoolsin the
district enrolling low-income pupils at rates equal to or greater than
40%;

where
Bl = $300; and
B2 = $425.

For the 1998-1999 school year, the per pupil funding amounts shall
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be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
Providing a Thorough and Efficient Education and be derived from
cost analyses of appropriate programmatic applications asidentified in
the report. The amounts shall be adjusted for inflation by the CPI in
the second year of the period to which the report applies.

b. The State Board of Education, upon the recommendation of the
commissioner, shall adopt regulations governing the use of
demonstrably effective program aid and an accounting mechanism to
ensure that use. The rules shall provide for:

(1) Programs. A definition as recommended by the commissioner
shall be established of the demonstrably effective programs and
services which shall qualify for aid. The definition shall include for
1997-98, but not be limited to: alternative schools, community
schools; class size reduction programs; parent education programs; job
training programs; training institutes to improve homework response;
telephone tutorial programs; teleconference and video tutoring
programs, and HSPT/Early Warning test before school/after school
preparation programs. The commissioner shall establish the per-pupil
cost of providing these effective programs and services in the Report
on the Cost of Providing a Thorough and Efficient Education.

(2) Accountability. A recipient district shall be required to obtain
the approval of the Department of Education for the planned uses of
demonstrably effective program funds. A periodic public process shall
be established by which specific programmatic uses for the funds shall
be identified and approved. A district failing to use the fundsin the
prescribed manner shall be subject to rescission of aid and additional
monetary penalties as established by the commissioner.

(3) Monitoring. To facilitate State monitoring of the uses of the
funds, districts shall be required to maintain separate program and
service accounts in the special revenue section of district budgets and
financial records in accordance with GAAP and specifications
prescribed by the commissioner.

c. Instructional supplement aid shall be generated by school
districts and county vocational school districts and distributed to
districts for the purposes of providing supplemental services for
students from low-income families. Aid shall be distributed to districts
in which the concentration of low-income pupilsis equal to or greater
than 5% and less than 20%. Districts will receive $339 for each pupil
from low-income families. For the 1998-99 school year, the per pupil
funding amount shall be this amount multiplied by the CPI. For
subsequent years, the amount shall be established biennially in the
Report on the Cost of Providing a Thorough and Efficient Education
and be derived from cost analyses of appropriate programmatic
applications as identified in the report. The amount shall be adjusted
for inflation by the CPI in the second year of the period to which the
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report applies. Instructional supplement aid shall be accounted for in
a special revenue fund.

d. The Department of Education shall develop, in collaboration
with the Departments of Human Services and Health and Senior
Services, as well as other appropriate State departments and agencies,
mechanisms necessary to coordinate the provision of programs and
services at the local level.

e. An individual school within a district which qualifies for
demonstrably effective program aid pursuant to subsection a. of this
section shall be eligible to generate the aid for a minimum of four
school years from the time of initial determination of eligibility even
if the school's concentration of low-income pupilsfalls below the 20%
or _40% concentration required for receipt of the demonstrably
effective program per pupil aid amounts under subsection a. If a
school's concentration of low-income pupils falls below the 20% or
40% thresholds, the amount of demonstrably effective program aid
generated by the school in the prebudget year * hereinafter referred
to asthe eligibility year," shall be reduced in the *subsequent® budget
year by the percentage decline '[in the ratio] between the ratios* of
the number of low-income pupils enrolled in the school to total
school enrollment used in the calculation of aid in the *[prebudget]
eligibility* and budget years *[; except that]_. In the second and third
budget yearsfollowing the eligibility year, the amount of demonstrably
effective program aid received by the district in the eligibility year shall
be reduced in the budget year by the percentage decline between the
ratios of the number of low-income pupils enrolled in the schoal to
total school enrollment used in the calculation of aid in the eligibility
and budget years. Notwithstanding the provisions of this subsection,*
if aschool generates a greater amount of aid pursuant to subsection a.
of this section, it shall generate that amount. If at the end of the four-
year period the school's concentration of low-income pupils is below
the thresholds required for receipt of the demonstrably effective
program per pupil aid amounts, then the school shall loseits eligibility
for receipt of aid pursuant to the provisions of subsection a. of this
section. If at any time during the four-year period the concentration
of low-income pupilsincreasesto the 20% or 40% thresholds, then the
aid generated by the school shall be calculated pursuant to subsection
a. of this section and the minimum four-year period of eligibility shall
be determined from that school year.

(cf: P.L.1996, c.138, s.18)

4. Thisact shall take effect immediately and shall first apply to the
calculation of aid for the *[1998-99] 2000-2001" school year.
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DATED: MAY 25, 2000

The Senate Budget and Appropriations Committee reports
favorably Senate Bill No. 838 (1R).

This bill amends the "Comprehensive Educational Improvement
and Financing Act of 1996" (CEIFA), P.L.1996, c.138, to provide to
a school district that qualifies for early childhood program aid and
demonstrably effective program aid a minimum four-year period of aid
eligibility, evenif the district ceases to have the concentration of low-
income pupils otherwise required for receipt of such aid.

Under CEIFA, early childhood program aid and demonstrably
effective program aid are distributed to school districtsin which low-
income pupils comprise at least 20% of (a) the district-wide student
enrollment (in determining eligibility for early childhood program aid),
or (b) student enrollment at one or more schools within the district (in
determining eligibility for demonstrably effective program aid). Early
childhood program aid is distributed to districts for district-wide use
to provide full-day kindergarten and preschool classes and other early
childhood programs and services; in the case of districts in which the
low-income pupil concentration exceeds 40%, the aid may also be
used to provide transition and social services to primary grade
students. Demonstrably effective program aid is distributed for the
purpose of providing instructional, school governance, and health and
social service programs. Both types of aid are computed on the basis
of a per-pupil dollar figure (higher for "early childhood" aid than for
"demonstrably effective" aid) that isannually adjusted for inflation; for
both types of aid, if the concentration of low-income students in the
relevant enrollment population is 40% or more, the dollar figure used
inthe aid calculation is higher than the figure used if the concentration
is at least 20% but less than 40%.

Under the bill, a district that qualifies in a particular budget year
for early childhood program aid under CEIFA's original provisions
would continue to receive such aid in the three subsequent budget
years even if the district's concentration of low-income pupils falls
below the 20% or 40% concentration levels during that three-year
period. The amount of early childhood program aid to the district in



any of those years of non-qualification would be equal to the amount
of aid received in the year of qualification (the "eligibility year"),
reduced by the proportional decline, in the percentage of low-income
pupils, from the eligibility year to the particular budget year for which
the aid is being computed. (A district that would receive more early
childhood program aid under CEIFA's original provisions than under
the bill would receive that greater amount.) If, at the end of the four-
year period, the district's concentration of low-income pupils remains
below the threshold required for receipt of the full amount of early
childhood program aid, the district would lose its eligibility for such
aid in accordance with the provisions of existing law. However, if in
any year during the four-year period, the concentration of low-income
pupils increases sufficiently to exceed once more the 20% or 40%
thresholds, the district's aid would again be calculated under CEIFA's
original provisions, and a new four-year period of eligibility would
begin.

Thebill includesasimilar provision for the demonstrably effective
program aid category, except that it is based on the concentration of
low-income pupilsinindividual schools within the district, since (as
noted above) that is the basis on which the aid is generated.

In addition, the bill amends CEIFA to allow a school district to
apply to the Commissioner of Education for an adjustment to its
budget cap if the use of demonstrably effective program aid will cause
the district to exceed its cap. This provision will ensure that the
establishment of demonstrably effective programsin schoolswith high
concentrations of low-income students that generated the aid will not
cause reductions in programs and services in other schools in the
district due to the spending limitation.

FISCAL IMPACT:

The Office of Legislative Services (OLS) has estimated, on the
basis of currently available information, that the additional cost to the
State of this legislation in the first year (FY2001) will be $6.966
million, but believesthat the actual figurewill be somewhat lower due
to the expected impact that additional categorical aid will have on the
Department of Education's calculation of a district's T & E budget
amount. Estimates for the succeeding years are not possible due to
two uncertainties: (1) for FY 2002 and beyond, additional districts or
schools within a district may have low-income percentages that drop
below the thresholds required for aid under the provisions of section
16 or 18, or both, of CEIFA, and these districts would therefore be
eligible for continued aid under the provisions of this bill; and (2) the
districts that are eligible for continued aid under the legislation will
have the aid amount recalculated based on the percentage of low-
income pupils projected for each subsequent year of eligibility.




FISCAL NOTE
[First Reprint]
SENATE, No. 838
STATE OF NEW JERSEY

209th LEGISLATURE

DATED: JUNE 9, 2000

SUMMARY

Synopsis: Establishes a minimum period of school district eligibility for early
childhood and demonstrably effective program aids and provides
budget cap exclusion for demonstrably effective program aid.

Type of Impact: Expenditure increase from the Property Tax Relief Fund/General
Fund.

Agencies Affected:  Department of Education/local boards of education.

Executive Estimate

W

Fiscal Impact Year 1 Year 2 Y ear

State Cost $8,730,000 indeterminate indeterminate

Office of Legislative Services Estimate

W

Fiscal Impact Year 1 Year 2 Y ear

State Cost $6,966,234 indeterminate indeterminate

This bill provides that once a local district qualifies for early childhood program aid,
demonstrably effective program aid, or both, thelocal district will continueto receivetheaid
for which it has qualified for a period of four years including the year of qualification, even
if in the three years subsequent to the year of qualification, the percent that low-income
pupils make up of the local district pupils or school pupils, as appropriate to the type of aid
being considered, drops below the threshold percent required to qualify for the aid.

The Office of Legislative Services agrees with the Department of Education that the impact
of this bill will be to increase State costs, but disagrees as to the amount. The department
estimates the cost to be $8.73 million in the first year (FY2001). OLS estimates the cost to
be $6.966 million in the first year. The total amount for each successive year cannot be
determined as discussed below.

Office of Legidative Services Legidlative Budget and Finance Office
State House Annex "— oLS — Phone (609) 292-8030
P.O. Box 068 Fax (609) 777-2442

Trenton, New Jersey 08625 www.njleg.state.nj.us
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BILL DESCRIPTION

Under the provisions of Senate, No. 838 (1R), a district that qualifies for early childhood
program aid under the original prov isions of the "Comprehensive Educational Improvement and
Financing Act of 1996," (CEIFA) P.L., ¢.138, would receive that aid for a minimum period of
four years, including theyear it qualifies, evenif thedistrict's concentration of low-income pupils
falls below the 20 percent or 40 percent concentration levelsrequired for receipt of the per pupil
aid amounts. If the district's concentration of low-income pupils falls below the 20 percent or
40 percent thresholds, the amount of early childhood program aid received by the district in the
prebudget year would be reduced in the budget year by the percentage decline between the ratios
of the number of low-income pupilsto total modified district enrollment used in the calculation
of aid in the last year in which the district met the required low-income concentration level
(eligibility year) and the budget years. If, however, adistrict would receive more early childhood
program aid under CEIFA's original provisions, then the district would receive that greater
amount. If at the end of the four-year period, the district's concentration of low-income pupils
is below the thresholds required for receipt of the early childhood program per pupil aid
amounts, the district would lose its eligibility for receipt of the aid in accordance with the
provisions of existing law. However, if at any time during the four-year period, the
concentration of low-income pupils again increases to the 20 percent or 40 percent thresholds,
the district's aid would be calculated under the original provisions, and the minimum four-year
period of eligibility would be determined from that school year.

The bill includes a similar provision for the demonstrably effective program aid category,
except that it is based on the concentration of low-income pupilsin individual schools within
the district since that is the basis on which the aid is generated.

FISCAL ANALYSIS

EXECUTIVE BRANCH

The Department of Education estimates that the additional cost to the State in the first year,
FY 2001, will be $8.73 million.

OFFICE OF LEGISLATIVE SERVICES

The Office of Legislative Services (OLS) estimates that the additional cost to the Statein the
first year, FY 2001, will be $6.966 million. Estimates for the succeeding years are not possible
dueto two uncertainties: for FY 2002 and beyond, additional districts or schoolswithin adistrict
may have low-income percentages which drop below the thresholds required for aid under the
provisions of section 16 or 18, or both, of CEIFA and these districts would therefore be eligible
for continued aid under the provisions of this bill; and the districts which are eligible for
continued aid under the provisions of Senate, No. 838 (1R) will have the aid amount recal culated
based on the percentage of low-income pupils projected for each subsequent year the districts
are eligible.
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Section: Education

Analyst: Theodore C. Settle
Lead Research Analyst

Approved: Alan R. Kooney
Legislative Budget and Finance Officer

Thisfiscal note has been prepared pursuant to P.L.1980, c.67.



[ Second Reprint]
SENATE, No. 838

STATE OF NEW JERSEY
209th LEGISLATURE

INTRODUCED JANUARY 31, 2000

Sponsored by:

Senator ROBERT J. MARTIN
District 26 (Essex, Morris and Passaic)
Senator DIANE ALLEN

District 7 (Burlington and Camden)

Co-Sponsored by:

Senator Matheussen, Assemblywoman Buono, Assemblymen Barnes,
Zecker, Assemblywoman Gill, Assemblymen Conaway, Conners and
Gormley

SYNOPSIS

Establishes aminimum period of school district eligibility for early childhood
and demonstrably effective program aids and provides budget cap exclusion for
demonstrably effective program aid.

CURRENT VERSION OF TEXT

As amended on September 21, 2000 by the Senate pursuant to the
Governor's recommendations.

(Sponsor ship Updated As Of: 10/3/2000)
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AN AcT concerning State aid for districts with concentrations of low-
income pupils and amending P.L.1996, c.138.

BE IT ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. Section5of P.L.1996, c.138 (C.18A:7F-5) is amended to read
asfollows:

5. a Biennialy, within 30 days following the approval of the
Report on the Cost of Providing a Thorough and Efficient Education,
the commissioner shall notify each district of the T& E amount, the
T&E flexible amount, the T&E range, early childhood program
amount, demonstrably effective program amount, instructional
supplement amount, and categorical amounts per pupil for the
subsequent two fiscal years.

Annually, within two days following the transmittal of the State
budget message to the L egislature by the Governor pursuant to section
11 of P.L.1944, c.112 (C.52:27B-20), the commissioner shall notify
each district of the maximum amount of aid payable to the district in
the succeeding school year pursuant to the provisions of this act, and
shall notify each district of the district's T& E budget, maximum T& E
budget, and minimum permissible T&E budget for the succeeding
school year.

Beginning in the 1998-99 school year, unless otherwise specified
within this act, aid amounts payable for the budget year shall be based
on budget year pupil counts, which shall be projected by the
commissioner using datafrom prior years. Adjustments for the actual
pupil counts of the budget year shall be made to State aid amounts
payable during the school year succeeding the budget year. Additional
amounts payable shall be reflected as revenue and an account
receivable for the budget year.

Notwithstanding any other provision of this act to the contrary,
each district's State aid payable for the 1997-98 school year, with the
exception of transportation and facilities aids pursuant to sections 25,
26, and 27 of this act, shall be based on simulations employing the
various formulas and State aid amounts contained in this act using
projections based on the October 1995 pupil counts, December 1995
specia education census data and October 1995 equalized valuations.
Transportation aid shall be calculated based on the provisions of this
act using pupil data used for the 1996-97 school year and adjusted to

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not
enacted and isintended to be omitted in the law.

Matter underlined thusis new matter.

Matter enclosed in superscript numerals has been adopted as follows:

1 Senate SED committee amendments adopted February 10, 2000.

2 Senate amendments adopted in accor dance with Governor's
recommendations September 21, 2000.
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reflect the total amount of State aid disbursed in the 1996-97 school
year. The commissioner shall prepare a report dated December 19,
1996 reflecting the State aid amounts payable by category for each
district and shall submit the report to the Legislature prior to the
adoption of this act. The amounts contained in the commissioner's
report shall be the final amounts payable and shall not be subsequently
adjusted because of changes in pupil counts or equalized valuations.
The projected pupil counts and equalized valuations used for the
calculation of State aid shall also be used for the calculation of
maximum T& E budget, minimum T& E budget, local share, required
local share, and spending growth limitation. State aid notification of
debt service aid pursuant to section 27 of this act shall include a
statement that debt service aid shall be determined in the budget.

Any school district which enrolls students who reside on federal
property which were not included in the cal culation of core curriculum
standards aid for 1997-98 shall have its core curriculum standards aid
recalculated for these additional enrollments through the 1997-98
school year using the property value multiplier, income value
multiplier, equalized valuation, and district income which were used
inthe original Statewide calculation of core curriculum standards aid.
The additional aid resulting from the recalculations shall be divided by
20 and the product shall be added to each of the remaining core
curriculum standards aid payments for the 1997-98 school year.
Additionally, the core curriculum standards aid calculation and
payment schedule for 1998-99 shall be adjusted for such enrollments
arriving after the last school day prior to October 16, 1997.

b. Each district shall have a required local share. For Abbott
districts, the required local share for the purpose of determining its
estimated minimum equalized tax rate and supplemental core
curriculum standards aid shall equal the district'slocal share calculated
at the middle of the T& E range (T& E amount x WENR, where WENR
isthe district's weighted enrollment pursuant to section 13 of this act).

Notwithstanding the above provision, no Abbott district shall raise
ageneral fund tax levy which is less than the prior year general fund
tax levy unless the sum of the levy and the other components of the
T&E program budget equals or exceeds its maximum T&E budget
calculated pursuant to section 13 of this act.

For district factor group A districts, the required local share shall
equal the district's local share calculated at its minimum T& E budget
pursuant to section 13 of this act.

For all other districts, the required local share shall equal the lesser
of the local share calculated at the district's minimum T&E budget
pursuant to section 13 of this act, or the district's budgeted local share
for the prebudget year.

In order to meet this requirement, each district shall raise a general
fund tax levy which, when added to the general fund balance
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designated for the budget year, miscellaneous local general fund
revenues estimated consistent with GAAP to be realized during the
budget year, supplemental core curriculum standards aid calculated
pursuant to section 17 of this act and stabilization aid and
supplemental school tax reduction aid calculated pursuant to section
10 of this act, equals its required local share or, for Abbott districts,
the amount required when the calculation of required local share
would result in ageneral fund tax levy which is less than the general
fund tax levy of the prebudget year. For 1997-98, the budgeted local
share for the prebudget year shall be the district's general fund tax
levy.

For the 1997-98 school year, any tax increase which would be
required of an Abbott district or district factor group A district to
meet its required local share, after consideration of supplemental core
curriculum standards aid, stabilization aid, and supplemental school tax
reduction aid shall be fully funded by the State and recorded as
supplemental core curriculum standards aid. The commissioner, in
consultation with the Commissioner of the Department of Community
Affairsand the Director of the Division of Local Government Services
in the Department of Community Affairs, shall examine the fiscal
ability of the Abbott districts and the district factor group A districts
eligible for supplemental core curriculum standards aid to absorb any
reduction in such aid and shall make recommendations to the
Legislature and the Governor regarding the continuation of
supplemental core curriculum standards aid to those districts. In
making those recommendations, the commissioner shall consider the
ratable base of the municipality or municipalities in which the district
is located, the tax burden placed upon the local community due to
other required municipal services, and the fiscal ability of the school
district to raiseits required local share. The commissioner shall not
implement any of those recommendations until the recommendations
are enacted into law.

No municipal governing body or bodies or board of school
estimate, as appropriate, shall certify a general fund tax levy which
does not meet the required local share provisions of this section.

c. Annually, on or before March 4, each district board of education
shall adopt, and submit to the commissioner for approval, together
with such supporting documentation as the commissioner may
prescribe, abudget that provides no less than the minimum permissible
T&E budget, plus categorical amounts required for a thorough and
efficient education as established pursuant to the report, specia
revenue funds and debt service funds.

d. (1) A district proposing a budget which includes spending
which exceeds the maximum T&E budget established pursuant to
section 13 of this act shall submit, as appropriate, to the board of
school estimate or to the voters of the district at the annual school
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budget election conducted pursuant to the provisions of P.L.1995,
€.278 (C.19:60-1 et seq.), ageneral fund tax levy which when added
to the other components of its net budget does not exceed the
prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil
in excess of $40,000. The adjustment for special education costs shall
equal any increase in the sum of per pupil amounts in excess of
$40,000 for the budget year less the sum of per pupil amounts in
excess of $40,000 for the prebudget year indexed by the CPI or three
percent, whichever is greater. The adjustment for enrollments shall
equal the increase in unweighted resident enrollments between the
prebudget year and budget year multiplied by the per pupil general
fund tax levy amount for the prebudget year indexed by the CPI or
three percent, whichever is greater. The adjustment for capital outlay
shall equal any increase between the capital outlay portion of the
genera fund budget for the budget year less any withdrawals from the
capital reserve account and the capital outlay portion of the general
fund budget for the prebudget year indexed by the CPI or three
percent, whichever is greater. Any district with a capital outlay
adjustment to its spending growth limitation shall be restricted from
transferring any funds from capital outlay accounts to current expense
accounts. The adjustment for capital outlay shall not become part of
the prebudget year net budget for purposes of calculating the spending
growth limitation of the subsequent year. The adjustment for pupil
transportation costs provided pursuant to N.J.S.18A:39-1.1 shall equal
the cost of providing such pupil transportation services for the budget
year.

(2) A district proposing a budget set at or below the minimum
T& E budget established pursuant to section 13 of this act shall submit,
as appropriate, to the board of school estimate or to the voters of the
district at the annual school budget election conducted pursuant to the
provisions of P.L.1995, ¢.278 (C.19:60-1 et seq.), a general fund tax
levy which when added to the other components of the net T&E
budget shall not exceed the prebudget year net T&E budget or in
1997-98 the prebudget year net budget by more than the spending
growth limitation cal cul ated as follows: the sum of three percent or the
CPI, whichever isgreater, multiplied by the prebudget year net budget,
and adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000. The enrollment adjustment shall equal theincrease
in weighted resident enrollment between the prebudget year and the
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budget year multiplied by the T&E amount less the T&E flexible
amount. The adjustments for special education costs, pupil
transportation services, and capital outlay expenditures shall be
calculated pursuant to the provisions of paragraph (1) of this
subsection.

Notwithstanding the provisions of this paragraph, no district shall
raise anet budget which is less than the local share required under the
required local share provisions of this act plus the other components
of its net budget.

(3) A district proposing a budget set at or below the maximum
T&E budget, but including amounts in excess of the minimum T& E
budget established pursuant to section 13 of this act, shall submit, as
appropriate, to the board of school estimate or to the voters at the
annual school budget election conducted pursuant to the provisions of
P.L.1995, c.278 (C.19:60-1 et seq.), a general fund tax levy which
when added to the other components of its net T& E budget does not
exceed the prebudget year net T&E budget or in 1997-98 the
prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000 per pupil. The enrollment adjustment shall equal
the increase in the unweighted resident enrollment between the
prebudget year and the budget year multiplied by the prebudget year
T&E program budget per pupil indexed by the CPI or three percent,
whichever is greater. For the 1997-98 school year, the T& E program
budget for the prebudget year shall equal the sum of the general fund
tax levy, foundation aid, and transition aid. The adjustment for special
education costs, pupil transportation services, and capital outlay
expenditures shall be made pursuant to the provisionsof paragraph (1)
of this subsection.

(4) Any debt service payment made by a school district during the
budget year shall not be included in the calculation of the district's
spending growth limitation.

(5) For the 1997-98 school year, a district's spending growth
limitation shall be increased by the excess of county special services
school district tuition over prebudget year county special services
school district tuition indexed by the CPI or three percent, whichever
IS greater.

(6) For the purpose of determining a district's spending growth
limitation for the 1997-98 school year, a district may apply to the
commissioner to add all or a part of the district's original designated
general fund balance for 1996-97 to the spending growth limitation if
it can demonstrate through current accounting records and historical
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trend data that the fund balance will actually be spent in the budget
year.

(7) If the use of early childhood program aid for the provision of
full-day kindergarten and preschool classes and other early childhood
programs and services or the use of demonstrably effective program
aid for the provision of instructional, school governance, and health
and social service programs will cause the district to exceed its
spending growth limitation, the district may apply to the commissioner
for an adjustment to that limitation.

(8) If an increase in tuition for the budget year charged to a
sending district by the receiving district pursuant to the provisions of
N.J.S.18A:38-19 would reduce the sending district's per pupil net
budget amount below the prior year's per pupil net budget amount in
order to comply with the district's spending growth limitation, the
district may apply to the commissioner for an adjustment to that
[imitation.

(9) Any district may submit at the annual school budget election a
separate proposal or proposals for additional funds, including
interpretive statements, specifically identifying the program purposes
for which the proposed funds shall be used, to the voters, who may, by
voter approval, authorize the raising of an additional general fund tax
levy for such purposes. In the case of adistrict with aboard of school
estimate, one proposal for the additional spending shall be submitted
to the board of school estimate. Any proposal or proposals rejected by
the voters shall be submitted to the municipal governing body or
bodies for a determination as to the amount, if any, that should be
expended notwithstanding voter rejection. The decision of the
municipal governing body or bodies or board of school estimate, as
appropriate, shall be final and no appeals shall be made to the
commissioner.

(10) Notwithstanding any provision of law to the contrary, if a
district proposes a budget which exceeds the maximum T& E budget,
the following statement shall be published in the legal notice of public
hearing on the budget pursuant to N.J.S.18A:22-28, posted at the
public hearing held on the budget pursuant to N.J.S.18A:22-29, and
printed on the sample ballot required pursuant to section 10 of
P.L.1995, ¢.278 (C.19:60-10):

"Your school district has proposed programs and services in
addition to the core curriculum content standards adopted by the State
Board of Education. Information on this budget and the programs and
services it providesis available from your local school district."

e. (1) Any genera fund tax levy rejected by the voters for a
proposed budget in excess of the maximum T&E budget shall be
submitted to the governing body of each of the municipalitiesincluded
within the district for determination of the amount that should be
expended notwithstanding voter rejection. In the case of a district
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having a board of school estimate, the general fund tax levy shall be
submitted to the board for determination of the amount that should be
expended. If the governing body or bodies or board of school
estimate, as appropriate, reduce the district's proposed net budget, the
district may appeal any of the reductions to the commissioner on the
grounds that the reductions will negatively impact on the stability of
the district given the need for long term planning and budgeting. In
considering the appeal, the commissioner shall consider enrollment
increases or decreases within the district; the history of voter approval
or rejection of district budgets; the impact on the local levy; and
whether the reductions will impact on the ability of the district to fulfill
its contractual obligations. A district may not appeal any reductions
on the grounds that the amount is necessary for a thorough and
efficient education.

(2) Any general fund tax levy rejected by the voters for a proposed
budget at or below the maximum T& E budget shall be submitted to
the governing body of each of the municipalities included within the
district for determination of the amount that should be expended
notwithstanding voter rejection. In the case of a district having a
board of school estimate, the general fund tax levy shall be submitted
to the board for determination. Any reductions may be appeal ed to the
commissioner on the grounds that the amount is necessary for a
thorough and efficient education or that the reductions will negatively
impact on the stability of the district given the need for long term
planning and budgeting. In considering the appeal, the commissioner
shall also consider the factors outlined in paragraph (1) of this
subsection.

In the case of a school district in which the proposed budget is
below, or after a reduction made by the municipal governing body or
board of school estimate is below, the minimum T&E budget
calculated pursuant to section 13 of this act, any reductions made by
the municipal governing body or board of school estimate shall be
automatically reviewed by the commissioner. Inreviewing the budget,
the commissioner shall also consider the factors outlined in paragraph
(1) of this subsection. In addition, the municipal governing body or
board of school estimate shall be required to demonstrate clearly to the
commissioner that the proposed budget reductions shall not adversely
affect the ability of the school district to provide a thorough and
efficient education or the stability of the district given the need for
long term planning and budgeting.

(3) Inlieu of any budget reduction appeal provided for pursuant to
paragraphs (1) and (2) of this subsection, the State board may
establish pursuant to the "Administrative Procedure Act,” P.L.1968,
€.410 (C.52:14B-1 et seq.), an expedited budget review process based
on adistrict's application to the commissioner for an order to restore
a budget reduction.
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(4) When the voters, municipal governing body or bodies, or the
board of school estimate authorize the general fund tax levy, the
district shall submit the resulting budget to the commissioner within
15 days of the action of the voters or municipal governing body or
bodies, whichever is later, or of the board of school estimate as the
case may be.

f. Any district which is not an Abbott district but which was
classified as a special needs district under the "Quality Education Act
of 1990," P.L.1990, c.52 (C.18A:7D-1 et al.), may appeal any budget
reduction made by the municipal governing body or board of school
estimate, as appropriate, to the commissioner.

g. The commissioner shall annually review the budget of any
district which was classified as a special needs district under the
"Quality Education Act of 1990," P.L.1990, c.52 (C.18A:7D-1 et a.),
to determine if any educationally meritorious program or service
established through State resources provided as a result of that
funding law is proposed to be reduced or eliminated. If the
commissioner determines that the program or service is in jeopardy
and that a reallocation of resources is possible without jeopardizing
other educationally meritorious programs or services, he may require
the school board to fund the program or service through a reallocation
of resources.

(cf: P.L.1996, c.138, s.5)

2. Section 16 of P.L.1996, ¢.138 (C.18A:7F-16) is amended to
read as follows:

16. a. Early childhood program aid shall be distributed to all
school districts with high concentrations of low-income pupils, for the
purpose of providing full-day kindergarten and preschool classes and
other early childhood programs and services.

For districts in which the concentration of low income pupilsis
equal to or greater than 20% and less than 40%, aid shall be
distributed according to the following formula:

Aid = Al X Modified District Enrollment.

For districts in which the concentration of low income pupilsis
equal to or greater than 40%, aid shall be distributed according to the
following formulafor the purpose of expanding instructional services
previously specified to three year olds, or of providing, in addition to
the instructional services previously specified, transition and social
services to primary grade students:

Aid = A2 X Modified District Enrollment where
Al = $465; and
A2 = $750.

For the 1998-1999 school year, the per pupil funding amounts shall
be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
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Providing a Thorough and Efficient Education and shall be derived
from cost analyses of appropriate programmatic applications of these
funds as identified in the report. The amounts shall be adjusted for
inflation by the CPI in the second year of the period to which the
report applies.

County vocational school districts and limited purpose regional high
school districts meeting the eligibility criteria of this section shall
receive aid payable under this section as demonstrably effective
program aid in addition to amounts received pursuant to section 18 of
this act.

Each district which receives early childhood program aid shall
submit to the commissioner for approval an operational plan that shall
be a subset of the district's comprehensive strategic plan, to establish
preschool and full-day kindergarten for all four and five year olds by
the 2001-2002 school year and to maintain them thereafter. Districts
shall appropriate the aid in a special revenue fund for expenditure, but
may place all or aportion of theaid in acapital reserve account during
the first four years to establish facilities for these purposes. During
the first four school years following enactment of this act, districts
may use early childhood program aid for educationally meritorious
programs or for the purpose of constructing new school facilities or
enlarging existing school facilities for use by pupils other than those
enrolled in early childhood programs, provided the new or enlarged
facilities are used for and are adequate to house the planned early
childhood programs. Districts which maintain progress consistent with
the implementation plan may also use the funds for demonstrably
effective programs pursuant to section 18 prior to establishing the
programs required pursuant to this section. The commissioner shall
establish guidelines to track the specific purposes of expenditures
under this section.

b. A district which qualifies for early childhood program aid
pursuant to subsection a. of this section shall be eligible to receive the
aid for a minimum of ?[four] two® school years from the time of
initial determination of eligibility even if the district's concentration of
low-income pupilsfalls below the 20 % or 40% concentration required
for receipt of the early childhood program per pupil aid amounts under
subsection a. If adistrict's concentration of low-income pupils falls
below the 20% or 40% thresholds, the amount of the early childhood
program aid received by the district in the prebudget year
! hereinafter referred to asthe eligibility year," shall be reducedin the
'subsequent® budget year by the percentage decline *[ in the ratio]
between the ratios™ of the number of low-income pupils to modified
district enrollment used in the calculation of aid in the *[prebudget]
eligiblity’ and budget *[years ] year® *[: except that]. °[In the
second and third budget years following the eligibility year, the amount
of early childhood program aid received by thedistrict in the eligibility
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year shall be reduced in the budget year by the percentage decline
between the ratios of the number of low-income pupils to modified
district enrollment used in the calculation of aid in the eligibility and
budget years.]* Notwithstanding the provisions of this subsection,*
if a district is eligible for a greater amount of aid pursuant to
subsection a. of this section, it shall receive that amount. “[If at the
end of the four-year period the district's concentration of low-income
pupils is below the thresholds required for receipt of the early
childhood program per pupil aid amounts, then the district shall lose
itseligibility for receipt of aid pursuant to the provisions of subsection
a. of this section. If at any time during the four-year period the
concentration of low-income pupils increases to the 20% or 40%
thresholds, then the district's aid shall be calculated pursuant to
subsection a. of this section and the minimum four-year period of
eligibility shall be determined from that school year.]?

A district which receives early childhood program aid pursuant to
this subsection shall not be eligible to receive instructional supplement
aid pursuant to subsection c. of section 18 of P.L.1996, ¢.138
(C.18A:7F-18c).

(cf: P.L.1996, c.138, s.16)

3. Section 18 of P.L.1996, ¢.138 (C.18A:7F-18) is amended to
read as follows:

18. a. Demonstrably effective program aid shall be generated by
individual schools and distributed to districts for the purpose of
providing instructional, school governance, and health and social
service programs to students enrolled in the generating school
according to the following formulas:

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsis equal to or greater than 20%
and less than 40% as follows:

Aid = B1L X SENR1
where

SENR1 is the sum of school enrollments for all schools in the
district enrolling low-income pupils at rates equal to or greater than
20% but less than 40%.

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsisequal to or greater than 40% as
follows:

Aid = B2X SENR2
where

SENR?2 is the sum of the school enrollments for all schoolsin the
district enrolling low-income pupils at rates equal to or greater than
40%;
where

Bl = $300; and
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B2 = $425.

For the 1998-1999 school year, the per pupil funding amounts shall
be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
Providing a Thorough and Efficient Education and be derived from
cost analyses of appropriate programmatic applicationsasidentifiedin
the report. The amounts shall be adjusted for inflation by the CPI in
the second year of the period to which the report applies.

b. The State Board of Education, upon the recommendation of the
commissioner, shall adopt regulations governing the use of
demonstrably effective program aid and an accounting mechanism to
ensure that use. The rules shall provide for:

(1) Programs. A definition as recommended by the commissioner
shall be established of the demonstrably effective programs and
services which shall qualify for aid. The definition shall include for
1997-98, but not be limited to: alternative schools, community
schools; class size reduction programs; parent education programs; job
training programs; training institutes to improve homework response;
telephone tutorial programs; teleconference and video tutoring
programs, and HSPT/Early Warning test before school/after school
preparation programs. The commissioner shall establish the per-pupil
cost of providing these effective programs and services in the Report
on the Cost of Providing a Thorough and Efficient Education.

(2) Accountability. A recipient district shall be required to obtain
the approval of the Department of Education for the planned uses of
demonstrably effective program funds. A periodic public process shall
be established by which specific programmatic uses for the funds shall
be identified and approved. A district failing to use the funds in the
prescribed manner shall be subject to rescission of aid and additional
monetary penalties as established by the commissioner.

(3) Monitoring. To facilitate State monitoring of the uses of the
funds, districts shall be required to maintain separate program and
service accounts in the special revenue section of district budgets and
financial records in accordance with GAAP and specifications
prescribed by the commissioner.

c. Instructional supplement aid shall be generated by school
districts and county vocational school districts and distributed to
districts for the purposes of providing supplemental services for
students from low-income families. Aid shall be distributed to districts
in which the concentration of low-income pupilsis equal to or greater
than 5% and less than 20%. Districts will receive $339 for each pupil
from low-income families. For the 1998-99 school year, the per pupil
funding amount shall be this amount multiplied by the CPI. For
subsequent years, the amount shall be established biennially in the
Report on the Cost of Providing a Thorough and Efficient Education
and be derived from cost analyses of appropriate programmatic
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applications as identified in the report. The amount shall be adjusted
for inflation by the CPI in the second year of the period to which the
report applies. Instructional supplement aid shall be accounted for in
a special revenue fund.

d. The Department of Education shall develop, in collaboration
with the Departments of Human Services and Health and Senior
Services, aswell as other appropriate State departments and agencies,
mechanisms necessary to coordinate the provision of programs and
services at the local level.

e. An individual school within a district which gualifies for
demonstrably effective program aid pursuant to subsection a. of this
section shall be eligible to generatethe aid for aminimum of ?[four]
two? school years from the time of initial determination of eligibility
even if the school's concentration of low-income pupilsfalls below the
20% or 40% concentration required for receipt of the demonstrably
effective program per pupil aid amounts under subsection a. If a
school's concentration of low-income pupils falls below the 20% or
40% thresholds, the amount of demonstrably effective program aid
generated by the school in the prebudget year *.hereinafter referred
to astheeligibility year,* shall be reduced in the *subsequent® budget
year by the percentage decline *[in the ratio] between the ratios" of
the number of low-income pupils enrolled in the school to total
school enrollment used in the calculation of aid in the *[prebudget]
eligibility® and budget *[years] year® *[; except that]. *[In the
second and third budget years following the eligibility year, the amount
of demonstrably effective program aid received by the district in the
eligibility yvear shall be reduced in the budget year by the percentage
decline between the ratios of the number of low-income pupils
enrolled in the school to total school enrollment used in the calculation
of aid in the eligibility and budget years.]®> Notwithstanding the
provisions of this subsection.® if aschool generates a greater amount
of aid pursuant to subsection a. of this section, it shall generate
that amount. *[If at the end of the four-year period the school's
concentration of low-income pupils is below the thresholds required
for receipt of the demonstrably effective program per pupil aid
amounts, then the school shall lose its eligibility for receipt of aid
pursuant to the provisions of subsection a. of this section. If at any
time during the four-year period the concentration of low-income
pupils increases to the 20% or 40% thresholds, then the aid generated
by the school shall be calculated pursuant to subsection a. of this
section and the minimum four-year period of eligibility shall be
determined from that school year.]*

(cf: P.L.1996, c.138, s.18)

4. Thisact shall take effect immediately and shall first apply to the
calculation of aid for the *[1998-99] “[2000-2001"] 2001-2002>
school year.




SENATE BILL NO. 838
(FIRST REPRINT)
To the Senate:
Pursuant to Article V, Section I, Paragraph 14 of the New Jersey Constitution, | am

returning Senate Bill No. 838 (First Reprint) with my recommendations for reconsideration.

A. Summary of Bill

Under current law, early childhood and demonstrably effective program aid is
provided if a district's concentration of low-income pupils is 20 percent or above its total
student population and is increased if the concentration of low-income pupils is 40 percent
or above.

This bill addresses the difficulties that have arisen when school districts establish
State required early childhood and demonstrably effective programs but then lose all of
their State aid because of a variation in the concentration of low-income pupils in the
district. In certain instances, the enrollment of low-income pupils rises again in the
following year and the programs have to be reinitiated.

To remedy the problem, this bill would provide early childhood and demonstrably
effective program aid to qualified districts, for a minimum of four years, even if the
concentration of low-income pupils fell below the 20 percent or 40 percent thresholds. The
amount of aid received by these districts, however, would be reduced proportionately. If
at the end of four years, the district's concentration of low-income students remains below
20 percent or 40 percent, then the district would no longer be eligible to receive aid.

B. Recommended Action

While | applaud the efforts of the sponsors to ensure the continuity of funding for
early childhood and demonstrably effective program aid, | believe this bill fails to effectively
identify those districts and schools truly in need of aid due to a temporary decline in the
number of low income students. To address this deficiency, | recommend that qualified
districts receive this aid for a minimum of two years, not four years. | believe that
extending the eligibility period to a minimum of two years is sufficient to address the
concerns of districts and schools which experience isolated, temporary declines in low-
income student enrollments.

Finally, I believe that a bill with a significant fiscal impact such as this should be

considered as part of the budget process. Thus, | recommend that the bill first apply to the



calculation of aid for the 2001-2002 school year and that its fiscal impact be incorporated

into the FY 2002 budget process.

Therefore, | herewith return Senate Bill No. 838 (First Reprint) and recommend that

it be amended as follows:

Page 10

. Section 2,

Line 31:

Page 10,

Section 2,

Line 42:

Page 10,

Section 2,

Lines 43-46:

Page 11,

Section 2,

Line 1:

Page 11,

Section 2,

Line 2:

Page 11,

Section 2,

Line 4:

Page 11,

Section 2,

Lines 5-13:

Page 13,

Section 3,

Line 10:

Page 13,

Section 3,

Line 22:

Page 13,

Section 3,

Lines 23-27:

Page 13,

Section 3,

Line 28:

Page 13,

Section 3,

Line 30:

Page 13,

Section 3,

Lines 31-39:

Page 13,

Section 4,

Line 43:

[seal]

Attest:

/s/ Robert E. Fabricant

Chief Counsel to the Governor

Delete “four” Insert “two”.

Delete “years” Insert “year” Delete “In the
second and third”.

Delete in their entirety.

Delete in its entirety.

Delete "years.".

Delete "If at the end of the four-year".
Delete in their entirety.

Delete “four” Insert “two”.

Delete “years” Insert “year” Delete “In the
second and third”.

Delete in their entirety.

Delete "and budget years.".
Delete "If at the end of the four-".
Delete in their entirety.

Delete “2000-2001" Insert “2001-2002".

Respectfully,

/s/ Christine Todd Whitman

Governor
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P.L. 2000, CHAPTER 147, approved November 9, 2000
Senate, No. 838 (Second Reprint)

AN ACT concerning State aid for districts with concentrations of low-
income pupils and amending P.L.1996, c.138.

BE IT ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. Section5of P.L.1996, c.138 (C.18A:7F-5) is amended to read
asfollows:

5. a Biennialy, within 30 days following the approval of the
Report on the Cost of Providing a Thorough and Efficient Education,
the commissioner shall notify each district of the T& E amount, the
T&E flexible amount, the T&E range, early childhood program
amount, demonstrably effective program amount, instructional
supplement amount, and categorical amounts per pupil for the
subsequent two fiscal years.

Annually, within two days following the transmittal of the State
budget message to the L egislature by the Governor pursuant to section
11 of P.L.1944, ¢.112 (C.52:27B-20), the commissioner shall notify
each district of the maximum amount of aid payable to the district in
the succeeding school year pursuant to the provisions of this act, and
shall notify each district of the district's T& E budget, maximum T& E
budget, and minimum permissible T&E budget for the succeeding
school year.

Beginning in the 1998-99 school year, unless otherwise specified
within this act, aid amounts payable for the budget year shall be based
on budget year pupil counts, which shall be projected by the
commissioner using datafrom prior years. Adjustments for the actual
pupil counts of the budget year shall be made to State aid amounts
payable during the school year succeeding the budget year. Additional
amounts payable shall be reflected as revenue and an account
receivable for the budget year.

Notwithstanding any other provision of this act to the contrary,
each district's State aid payable for the 1997-98 school year, with the
exception of transportation and facilities aids pursuant to sections 25,
26, and 27 of this act, shall be based on simulations employing the
various formulas and State aid amounts contained in this act using
projections based on the October 1995 pupil counts, December 1995
specia education census data and October 1995 equalized valuations.
Transportation aid shall be calculated based on the provisions of this

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not
enacted and isintended to be omitted in the law.

Matter underlined thusis new matter.

Matter enclosed in superscript numerals has been adopted as follows:

1 Senate SED committee amendments adopted February 10, 2000.

2 Senate amendments adopted in accor dance with Governor's
recommendations September 21, 2000.
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act using pupil data used for the 1996-97 school year and adjusted to
reflect the total amount of State aid disbursed in the 1996-97 school
year. The commissioner shall prepare a report dated December 19,
1996 reflecting the State aid amounts payable by category for each
district and shall submit the report to the Legislature prior to the
adoption of this act. The amounts contained in the commissioner's
report shall be the final amounts payable and shall not be subsequently
adjusted because of changes in pupil counts or equalized valuations.
The projected pupil counts and equalized valuations used for the
calculation of State aid shall also be used for the calculation of
maximum T& E budget, minimum T& E budget, local share, required
local share, and spending growth limitation. State aid notification of
debt service aid pursuant to section 27 of this act shall include a
statement that debt service aid shall be determined in the budget.

Any school district which enrolls students who reside on federal
property which were not included in the cal culation of core curriculum
standards aid for 1997-98 shall have its core curriculum standards aid
recalculated for these additional enrollments through the 1997-98
school year using the property value multiplier, income value
multiplier, equalized valuation, and district income which were used
inthe original Statewide calculation of core curriculum standards aid.
The additional aid resulting from the recalculations shall be divided by
20 and the product shall be added to each of the remaining core
curriculum standards aid payments for the 1997-98 school year.
Additionally, the core curriculum standards aid calculation and
payment schedule for 1998-99 shall be adjusted for such enrollments
arriving after the last school day prior to October 16, 1997.

b. Each district shall have a required local share. For Abbott
districts, the required local share for the purpose of determining its
estimated minimum equalized tax rate and supplemental core
curriculum standards aid shall equal thedistrict'slocal share calculated
at the middle of the T& E range (T& E amount x WENR, where WENR
isthe district's weighted enrollment pursuant to section 13 of this act).

Notwithstanding the above provision, no Abbott district shall raise
ageneral fund tax levy which is less than the prior year general fund
tax levy unless the sum of the levy and the other components of the
T&E program budget equals or exceeds its maximum T&E budget
calculated pursuant to section 13 of this act.

For district factor group A districts, the required local share shall
equal the district's local share calculated at its minimum T& E budget
pursuant to section 13 of this act.

For all other districts, the required local share shall equal the lesser
of the local share calculated at the district's minimum T&E budget
pursuant to section 13 of this act, or the district's budgeted local share
for the prebudget year.

In order to meet this requirement, each district shall raise a general
fund tax levy which, when added to the general fund balance



O© 0O NO Ol WN -

~N O O W NP O OO0 N O O W NP O OO NO O, WNPFP,POOWOONOO OGP WDNPEO

S838[2R]
3

designated for the budget year, miscellaneous local general fund
revenues estimated consistent with GAAP to be realized during the
budget year, supplemental core curriculum standards aid calculated
pursuant to section 17 of this act and stabilization aid and
supplemental school tax reduction aid calculated pursuant to section
10 of this act, equals its required local share or, for Abbott districts,
the amount required when the calculation of required local share
would result in ageneral fund tax levy which is less than the general
fund tax levy of the prebudget year. For 1997-98, the budgeted local
share for the prebudget year shall be the district's general fund tax
levy.

For the 1997-98 school year, any tax increase which would be
required of an Abbott district or district factor group A district to
meet its required local share, after consideration of supplemental core
curriculum standards aid, stabilization aid, and supplemental school tax
reduction aid shall be fully funded by the State and recorded as
supplemental core curriculum standards aid. The commissioner, in
consultation with the Commissioner of the Department of Community
Affairsand the Director of the Division of Local Government Services
in the Department of Community Affairs, shall examine the fiscal
ability of the Abbott districts and the district factor group A districts
eligible for supplemental core curriculum standards aid to absorb any
reduction in such aid and shall make recommendations to the
Legislature and the Governor regarding the continuation of
supplemental core curriculum standards aid to those districts. In
making those recommendations, the commissioner shall consider the
ratable base of the municipality or municipalities in which the district
is located, the tax burden placed upon the local community due to
other required municipal services, and the fiscal ability of the school
district to raiseits required local share. The commissioner shall not
implement any of those recommendations until the recommendations
are enacted into law.

No municipal governing body or bodies or board of school
estimate, as appropriate, shall certify a general fund tax levy which
does not meet the required local share provisions of this section.

c. Annually, on or before March 4, each district board of education
shall adopt, and submit to the commissioner for approval, together
with such supporting documentation as the commissioner may
prescribe, abudget that provides no less than the minimum permissible
T&E budget, plus categorical amounts required for a thorough and
efficient education as established pursuant to the report, specia
revenue funds and debt service funds.

d. (1) A district proposing a budget which includes spending
which exceeds the maximum T&E budget established pursuant to
section 13 of this act shall submit, as appropriate, to the board of
school estimate or to the voters of the district at the annual school
budget election conducted pursuant to the provisions of P.L.1995,
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€.278 (C.19:60-1 et seq.), ageneral fund tax levy which when added
to the other components of its net budget does not exceed the
prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil
in excess of $40,000. The adjustment for special education costs shall
equal any increase in the sum of per pupil amounts in excess of
$40,000 for the budget year less the sum of per pupil amounts in
excess of $40,000 for the prebudget year indexed by the CPI or three
percent, whichever is greater. The adjustment for enrollments shall
equal the increase in unweighted resident enrollments between the
prebudget year and budget year multiplied by the per pupil general
fund tax levy amount for the prebudget year indexed by the CPI or
three percent, whichever is greater. The adjustment for capital outlay
shall equal any increase between the capital outlay portion of the
genera fund budget for the budget year less any withdrawals from the
capital reserve account and the capital outlay portion of the general
fund budget for the prebudget year indexed by the CPI or three
percent, whichever is greater. Any district with a capital outlay
adjustment to its spending growth limitation shall be restricted from
transferring any funds from capital outlay accounts to current expense
accounts. The adjustment for capital outlay shall not become part of
the prebudget year net budget for purposes of cal culating the spending
growth limitation of the subsequent year. The adjustment for pupil
transportation costs provided pursuant to N.J.S.18A:39-1.1 shall equal
the cost of providing such pupil transportation services for the budget
year.

(2) A district proposing a budget set at or below the minimum
T& E budget established pursuant to section 13 of this act shall submit,
as appropriate, to the board of school estimate or to the voters of the
district at the annual school budget el ection conducted pursuant to the
provisions of P.L.1995, ¢.278 (C.19:60-1 et seq.), a general fund tax
levy which when added to the other components of the net T&E
budget shall not exceed the prebudget year net T&E budget or in
1997-98 the prebudget year net budget by more than the spending
growth limitation cal cul ated as follows: the sum of three percent or the
CPI, whichever isgreater, multiplied by the prebudget year net budget,
and adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000. The enrollment adjustment shall equal the increase
in weighted resident enrollment between the prebudget year and the
budget year multiplied by the T&E amount less the T&E flexible
amount. The adjustments for special education costs, pupil
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transportation services, and capital outlay expenditures shall be
calculated pursuant to the provisions of paragraph (1) of this
subsection.

Notwithstanding the provisions of this paragraph, no district shall
raise anet budget which is less than the local share required under the
required local share provisions of this act plus the other components
of its net budget.

(3) A district proposing a budget set at or below the maximum
T& E budget, but including amounts in excess of the minimum T&E
budget established pursuant to section 13 of this act, shall submit, as
appropriate, to the board of school estimate or to the voters at the
annual school budget election conducted pursuant to the provisions of
P.L.1995, ¢.278 (C.19:60-1 et seq.), a general fund tax levy which
when added to the other components of its net T& E budget does not
exceed the prebudget year net T&E budget or in 1997-98 the
prebudget year net budget by more than the spending growth
limitation calculated as follows: the sum of three percent or the CPI,
whichever is greater, multiplied by the prebudget year net budget, and
adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided
pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in
excess of $40,000 per pupil. The enrollment adjustment shall equal
the increase in the unweighted resident enrollment between the
prebudget year and the budget year multiplied by the prebudget year
T&E program budget per pupil indexed by the CPI or three percent,
whichever is greater. For the 1997-98 school year, the T& E program
budget for the prebudget year shall equal the sum of the general fund
tax levy, foundation aid, and transition aid. The adjustment for special
education costs, pupil transportation services, and capital outlay
expenditures shall be made pursuant to the provisionsof paragraph (1)
of this subsection.

(4) Any debt service payment made by a school district during the
budget year shall not be included in the calculation of the district's
spending growth limitation.

(5) For the 1997-98 school year, a district's spending growth
limitation shall be increased by the excess of county special services
school district tuition over prebudget year county special services
school district tuition indexed by the CPI or three percent, whichever
is greater.

(6) For the purpose of determining a district's spending growth
limitation for the 1997-98 school year, a district may apply to the
commissioner to add all or a part of the district's original designated
general fund balance for 1996-97 to the spending growth limitation if
it can demonstrate through current accounting records and historical
trend data that the fund balance will actually be spent in the budget
year.

(7) If the use of early childhood program aid for the provision of
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full-day kindergarten and preschool classes and other early childhood
programs and services or the use of demonstrably effective program
aid for the provision of instructional, school governance, and health
and social service programs will cause the district to exceed its
spending growth limitation, the district may apply to the commissioner
for an adjustment to that limitation.

(8) If an increase in tuition for the budget year charged to a
sending district by the receiving district pursuant to the provisions of
N.J.S.18A:38-19 would reduce the sending district's per pupil net
budget amount below the prior year's per pupil net budget amount in
order to comply with the district's spending growth limitation, the
district may apply to the commissioner for an adjustment to that
l[imitation.

(9) Any district may submit at the annual school budget election a
separate proposal or proposals for additional funds, including
interpretive statements, specifically identifying the program purposes
for which the proposed funds shall be used, to the voters, who may, by
voter approval, authorize the raising of an additional general fund tax
levy for such purposes. In the case of adistrict with aboard of school
estimate, one proposal for the additional spending shall be submitted
to the board of school estimate. Any proposal or proposals rejected by
the voters shall be submitted to the municipal governing body or
bodies for a determination as to the amount, if any, that should be
expended notwithstanding voter rejection. The decision of the
municipal governing body or bodies or board of school estimate, as
appropriate, shall be final and no appeals shall be made to the
commissioner.

(10) Notwithstanding any provision of law to the contrary, if a
district proposes a budget which exceeds the maximum T& E budget,
the following statement shall be published in the legal notice of public
hearing on the budget pursuant to N.J.S.18A:22-28, posted at the
public hearing held on the budget pursuant to N.J.S.18A:22-29, and
printed on the sample ballot required pursuant to section 10 of
P.L.1995, ¢.278 (C.19:60-10):

"Your school district has proposed programs and services in
addition to the core curriculum content standards adopted by the State
Board of Education. Information on this budget and the programs and
services it providesis available from your local school district."

e. (1) Any general fund tax levy rejected by the voters for a
proposed budget in excess of the maximum T&E budget shall be
submitted to the governing body of each of the municipalitiesincluded
within the district for determination of the amount that should be
expended notwithstanding voter rejection. In the case of a district
having a board of school estimate, the general fund tax levy shall be
submitted to the board for determination of the amount that should be
expended. If the governing body or bodies or board of school
estimate, as appropriate, reduce the district's proposed net budget, the




O© 0O NO Ol WN -

~N O O W NP O OO0 N O O W NP, O OO NO O, WNPEFPOOWOONOO OGP WDNPEO

S838[2R]
7

district may appeal any of the reductions to the commissioner on the
grounds that the reductions will negatively impact on the stability of
the district given the need for long term planning and budgeting. In
considering the appeal, the commissioner shall consider enrollment
increases or decreases within the district; the history of voter approval
or rejection of district budgets; the impact on the local levy; and
whether the reductions will impact on the ability of the district to fulfill
its contractual obligations. A district may not appeal any reductions
on the grounds that the amount is necessary for a thorough and
efficient education.

(2) Any general fund tax levy rejected by the voters for a proposed
budget at or below the maximum T& E budget shall be submitted to
the governing body of each of the municipalities included within the
district for determination of the amount that should be expended
notwithstanding voter rejection. In the case of a district having a
board of school estimate, the general fund tax levy shall be submitted
to the board for determination. Any reductions may be appeal ed to the
commissioner on the grounds that the amount is necessary for a
thorough and efficient education or that the reductions will negatively
impact on the stability of the district given the need for long term
planning and budgeting. In considering the appeal, the commissioner
shall also consider the factors outlined in paragraph (1) of this
subsection.

In the case of a school district in which the proposed budget is
below, or after a reduction made by the municipal governing body or
board of school estimate is below, the minimum T&E budget
calculated pursuant to section 13 of this act, any reductions made by
the municipal governing body or board of school estimate shall be
automatically reviewed by the commissioner. Inreviewing the budget,
the commissioner shall also consider the factors outlined in paragraph
(1) of this subsection. In addition, the municipal governing body or
board of school estimate shall be required to demonstrate clearly to the
commissioner that the proposed budget reductions shall not adversely
affect the ability of the school district to provide a thorough and
efficient education or the stability of the district given the need for
long term planning and budgeting.

(3) Inlieu of any budget reduction appeal provided for pursuant to
paragraphs (1) and (2) of this subsection, the State board may
establish pursuant to the "Administrative Procedure Act," P.L.1968,
€.410 (C.52:14B-1 et seq.), an expedited budget review process based
on adistrict's application to the commissioner for an order to restore
a budget reduction.

(4) When the voters, municipal governing body or bodies, or the
board of school estimate authorize the general fund tax levy, the
district shall submit the resulting budget to the commissioner within
15 days of the action of the voters or municipal governing body or
bodies, whichever is later, or of the board of school estimate as the
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case may be.

f. Any district which is not an Abbott district but which was
classified as a special needs district under the "Quality Education Act
of 1990," P.L.1990, c.52 (C.18A:7D-1 et a.), may appeal any budget
reduction made by the municipal governing body or board of school
estimate, as appropriate, to the commissioner.

g. The commissioner shall annually review the budget of any
district which was classified as a special needs district under the
"Quality Education Act of 1990," P.L.1990, c.52 (C.18A:7D-1 et a.),
to determine if any educationally meritorious program or service
established through State resources provided as a result of that
funding law is proposed to be reduced or eliminated. If the
commissioner determines that the program or service is in jeopardy
and that a reallocation of resources is possible without jeopardizing
other educationally meritorious programs or services, he may require
the school board to fund the program or service through areallocation
of resources.

(cf: P.L.1996, c.138, s.5)

2. Section 16 of P.L.1996, c.138 (C.18A:7F-16) is amended to
read as follows:

16. a Early childhood program aid shall be distributed to all
school districts with high concentrations of low-income pupils, for the
purpose of providing full-day kindergarten and preschool classes and
other early childhood programs and services.

For districts in which the concentration of low income pupils is
equal to or greater than 20% and less than 40%, aid shall be
distributed according to the following formula:

Aid = Al X Modified District Enrollment.

For districts in which the concentration of low income pupils is
equal to or greater than 40%, aid shall be distributed according to the
following formulafor the purpose of expanding instructional services
previously specified to three year olds, or of providing, in addition to
the instructional services previously specified, transition and social
services to primary grade students:

Aid = A2 X Modified District Enrollment where
Al = $465; and
A2 = $750.

For the 1998-1999 school year, the per pupil funding amounts shall
be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
Providing a Thorough and Efficient Education and shall be derived
from cost analyses of appropriate programmatic applications of these
funds as identified in the report. The amounts shall be adjusted for
inflation by the CPI in the second year of the period to which the
report applies.

County vocational school districts and limited purpose regional high
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school districts meeting the eligibility criteria of this section shall
receive aid payable under this section as demonstrably effective
program aid in addition to amounts received pursuant to section 18 of
this act.

Each district which receives early childhood program aid shall
submit to the commissioner for approval an operational plan that shall
be a subset of the district's comprehensive strategic plan, to establish
preschool and full-day kindergarten for all four and five year olds by
the 2001-2002 school year and to maintain them thereafter. Districts
shall appropriate the aid in a special revenue fund for expenditure, but
may place all or aportion of the aid in a capital reserve account during
the first four years to establish facilities for these purposes. During
the first four school years following enactment of this act, districts
may use early childhood program aid for educationally meritorious
programs or for the purpose of constructing new school facilities or
enlarging existing school facilities for use by pupils other than those
enrolled in early childhood programs, provided the new or enlarged
facilities are used for and are adequate to house the planned early
childhood programs. Districts which maintain progress consistent with
the implementation plan may also use the funds for demonstrably
effective programs pursuant to section 18 prior to establishing the
programs required pursuant to this section. The commissioner shall
establish guidelines to track the specific purposes of expenditures
under this section.

b. A district which qualifies for early childhood program aid
pursuant to subsection a. of this section shall be eligible to receive the
aid for a minimum of ?[four] two? school years from the time of
initial determination of eligibility even if the district's concentration of
low-income pupilsfalls below the 20 % or 40% concentration required
for receipt of the early childhood program per pupil aid amounts under
subsection a. If adistrict's concentration of low-income pupilsfalls
below the 20% or 40% thresholds, the amount of the early childhood
program aid received by the district in the prebudget year
! hereinafter referred to asthe eligibility year,! shall be reducedin the
'subsequent® budget year by the percentage decline *[ in the ratio]
between the ratios* of the number of low-income pupils to modified
district enrollment used in the calculation of aid in the *[prebudget]
eligiblity" and budget *[years ] year® *[: except that]. *[In the
second and third budget years following the eligibility year, the amount
of early childhood program aid received by thedistrict in the eligibility
vear shall be reduced in the budget year by the percentage decline
between the ratios of the number of low-income pupils to modified
district enrollment used in the calculation of aid in the eligibility and
budget years.]* Notwithstanding the provisions of this subsection,*
if a district is eligible for a greater amount of aid pursuant to
subsection a. of this section, it shall receive that amount. “[If at the
end of the four-year period the district's concentration of low-income
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pupils is below the thresholds required for receipt of the early
childhood program per pupil aid amounts, then the district shall lose
itseligibility for receipt of aid pursuant to the provisions of subsection
a. of this section. If at any time during the four-year period the
concentration of low-income pupils increases to the 20% or 40%
thresholds, then the district's aid shall be calculated pursuant to
subsection a. of this section and the minimum four-year period of
eligibility shall be determined from that school year.]?

A district which receives early childhood program aid pursuant to
this subsection shall not be eligible to receive instructional supplement
aid pursuant to subsection c. of section 18 of P.L.1996, c.138
(C.18A:7F-18c).

(cf: P.L.1996, c.138, s.16)

3. Section 18 of P.L.1996, c.138 (C.18A:7F-18) is amended to
read as follows:

18. a. Demonstrably effective program aid shall be generated by
individual schools and distributed to districts for the purpose of
providing instructional, school governance, and health and social
service programs to students enrolled in the generating school
according to the following formulas:

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsis equal to or greater than 20%
and less than 40% as follows:

Aid = Bl X SENR1
where

SENR1 is the sum of school enrollments for all schools in the
district enrolling low-income pupils at rates equal to or greater than
20% but less than 40%.

Aid shall be distributed to districts with schools in which the
concentration of low-income pupilsis equal to or greater than 40% as
follows:

Aid = B2X SENR2
where

SENR?2 is the sum of the school enrollments for all schoolsin the
district enrolling low-income pupils at rates equal to or greater than
40%;

where
Bl = $300; and
B2 = $425.

For the 1998-1999 school year, the per pupil funding amounts shall
be these amounts multiplied by the CPI. For subsequent years, the
amounts shall be established biennially in the Report on the Cost of
Providing a Thorough and Efficient Education and be derived from
cost analyses of appropriate programmatic applicationsasidentifiedin
the report. The amounts shall be adjusted for inflation by the CPI in
the second year of the period to which the report applies.
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b. The State Board of Education, upon the recommendation of the
commissioner, shall adopt regulations governing the use of
demonstrably effective program aid and an accounting mechanism to
ensure that use. The rules shall provide for:

(1) Programs. A definition as recommended by the commissioner
shall be established of the demonstrably effective programs and
services which shall qualify for aid. The definition shall include for
1997-98, but not be limited to: alternative schools, community
schools; class size reduction programs; parent education programs; job
training programs; training institutes to improve homework response;
telephone tutorial programs; teleconference and video tutoring
programs, and HSPT/Early Warning test before school/after school
preparation programs. The commissioner shall establish the per-pupil
cost of providing these effective programs and services in the Report
on the Cost of Providing a Thorough and Efficient Education.

(2) Accountability. A recipient district shall be required to obtain
the approval of the Department of Education for the planned uses of
demonstrably effective program funds. A periodic public process shall
be established by which specific programmatic uses for the funds shall
be identified and approved. A district failing to use the funds in the
prescribed manner shall be subject to rescission of aid and additional
monetary penalties as established by the commissioner.

(3) Monitoring. To facilitate State monitoring of the uses of the
funds, districts shall be required to maintain separate program and
service accounts in the special revenue section of district budgets and
financial records in accordance with GAAP and specifications
prescribed by the commissioner.

c. Instructional supplement aid shall be generated by school
districts and county vocational school districts and distributed to
districts for the purposes of providing supplemental services for
students from low-income families. Aid shall be distributed to districts
in which the concentration of low-income pupilsis equal to or greater
than 5% and less than 20%. Districts will receive $339 for each pupil
from low-income families. For the 1998-99 school year, the per pupil
funding amount shall be this amount multiplied by the CPI. For
subsequent years, the amount shall be established biennially in the
Report on the Cost of Providing a Thorough and Efficient Education
and be derived from cost analyses of appropriate programmatic
applications as identified in the report. The amount shall be adjusted
for inflation by the CPI in the second year of the period to which the
report applies. Instructional supplement aid shall be accounted for in
a special revenue fund.

d. The Department of Education shall develop, in collaboration
with the Departments of Human Services and Health and Senior
Services, as well as other appropriate State departments and agencies,
mechanisms necessary to coordinate the provision of programs and
services at the local level.
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e. An individual school within a district which gualifies for
demonstrably effective program aid pursuant to subsection a. of this
section shall be eligible to generatethe aid for aminimum of ?[four]
two? school years from the time of initial determination of eligibility
even if the school's concentration of low-income pupilsfalls below the
20% or 40% concentration required for receipt of the demonstrably
effective program per pupil aid amounts under subsection a. If a
school's concentration of low-income pupils falls below the 20% or
40% thresholds, the amount of demonstrably effective program aid
generated by the school in the prebudget year *.hereinafter referred
to astheeligibility year," shall be reduced in the*subsequent" budget
year by the percentage decline *[in the ratio] between the ratios' of
the number of low-income pupils enrolled in the school to total
school enrollment used in the calculation of aid in the *[prebudget]
eligibility® and budget *[years] year® *[; except that]. *[In the
second and third budget years following the éligibility year, the amount
of demonstrably effective program aid received by the district in the
eligibility year shall be reduced in the budget year by the percentage
decline between the ratios of the number of low-income pupils
enrolled in the school to total school enrollment used in the calculation
of aid in the eligibility and budget years.]*> Notwithstanding the
provisions of this subsection.® if aschool generates a greater amount
of aid pursuant to subsection a. of this section, it shall generate
that amount. *[If at the end of the four-year period the school's
concentration of low-income pupils is below the thresholds required
for receipt of the demonstrably effective program per pupil aid
amounts, then the school shall lose its eligibility for receipt of aid
pursuant to the provisions of subsection a. of this section. If at any
time during the four-year period the concentration of low-income
pupils increases to the 20% or 40% thresholds, then the aid generated
by the school shall be calculated pursuant to subsection a. of this
section and the minimum four-year period of eligibility shall be
determined from that school year.]?

(cf: P.L.1996, c.138, s.18)

4. Thisact shall take effect immediately and shall first apply to the
calculation of aid for the *[1998-99] “[2000-2001"] 2001-2002>
school year.

Establishes a minimum period of school district eligibility for early
childhood and demonstrably effective program aids and provides
budget cap exclusion for demonstrably effective program aid.



CHAPTER 147

AN AcCT concerning State aid for districts with concentrations of low-income pupils and
amending P.L.1996, c.138.

BE IT ENACTED by the Senate and General Assembly of the State of New Jersey:
1. Section 5 of P.L.1996, c.138 (C.18A:7F-5) is amended to read as follows:

C.18A:7F-5 Notification of districts of aid payable; budget submissions.

5. a Biennialy, within 30 days following the approval of the Report on the Cost of
Providing a Thorough and Efficient Education, the commissioner shall notify each district of the
T&E amount, the T&E flexible amount, the T&E range, early childhood program amount,
demonstrably effective program amount, instructional supplement amount, and categorical
amounts per pupil for the subsequent two fiscal years.

Annually, within two days following the transmittal of the State budget message to the
Legislature by the Governor pursuant to section 11 of P.L.1944, c.112 (C.52:27B-20), the
commissioner shall notify each district of the maximum amount of aid payable to the district in
the succeeding school year pursuant to the provisions of this act, and shall notify each district
of thedistrict's T& E budget, maximum T& E budget, and minimum permissible T& E budget for
the succeeding school year.

Beginning in the 1998-99 school year, unless otherwise specified within this act, aid amounts
payable for the budget year shall be based on budget year pupil counts, which shall be projected
by the commissioner using data from prior years. Adjustments for the actual pupil counts of the
budget year shall be made to State aid amounts payable during the school year succeeding the
budget year. Additional amounts payable shall be reflected as revenue and an account receivable
for the budget year.

Notwithstanding any other provision of this act to the contrary, each district's State aid
payable for the 1997-98 school year, with the exception of transportation and facilities aids
pursuant to sections 25, 26, and 27 of this act, shall be based on simulations employing the
various formulas and State aid amounts contained in this act using projections based on the
October 1995 pupil counts, December 1995 special education census data and October 1995
equalized valuations. Transportation aid shall be calculated based on the provisions of this act
using pupil data used for the 1996-97 school year and adjusted to reflect the total amount of
State aid disbursed in the 1996-97 school year. The commissioner shall prepare a report dated
December 19, 1996 reflecting the State aid amounts payable by category for each district and
shall submit the report to the Legislature prior to the adoption of this act. The amounts
contained in the commissioner's report shall be the final amounts payable and shall not be
subsequently adjusted because of changesin pupil counts or equalized valuations. The projected
pupil counts and equalized valuations used for the calculation of State aid shall also be used for
the calculation of maximum T&E budget, minimum T&E budget, local share, required local
share, and spending growth limitation. State aid notification of debt service aid pursuant to
section 27 of this act shall include a statement that debt service aid shall be determined in the
budget.

Any school district which enrolls students who reside on federal property which were not
included in the calculation of core curriculum standards aid for 1997-98 shall have its core
curriculum standards aid recalculated for these additional enrollments through the 1997-98
school year using the property value multiplier, income value multiplier, equalized valuation, and
district income which were used in the original Statewide calculation of core curriculum
standards aid. The additional aid resulting from the recal culations shall be divided by 20 and the
product shall be added to each of the remaining core curriculum standards aid payments for the
1997-98 school year. Additionally, the core curriculum standards aid calculation and payment
schedule for 1998-99 shall be adjusted for such enrollments arriving after the last school day
prior to October 16, 1997.

b. Each district shall have arequired local share. For Abbott districts, the required local
share for the purpose of determining its estimated minimum equalized tax rate and supplemental
core curriculum standards aid shall equal the district'slocal share calculated at the middle of the
T&E range (T& E amount x WENR, where WENR is the district's weighted enrollment pursuant
to section 13 of this act).
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Notwithstanding the above provision, no Abbott district shall raise a general fund tax levy
which is less than the prior year general fund tax levy unless the sum of the levy and the other
components of the T& E program budget equals or exceeds its maximum T& E budget calculated
pursuant to section 13 of this act.

For district factor group A districts, the required local share shall equal the district's local
share calculated at its minimum T& E budget pursuant to section 13 of this act.

For all other districts, the required local share shall equal the lesser of the local share
calculated at the district's minimum T&E budget pursuant to section 13 of this act, or the
district's budgeted local share for the prebudget year.

In order to meet this requirement, each district shall raise ageneral fund tax levy which, when
added to the general fund balance designated for the budget year, miscellaneous local general
fund revenues estimated consistent with GAAP to be realized during the budget year,
supplemental core curriculum standards aid calculated pursuant to section 17 of this act and
stabilization aid and supplemental school tax reduction aid calculated pursuant to section 10 of
this act, equalsits required local share or, for Abbott districts, the amount required when the
calculation of required local share would result in ageneral fund tax levy which isless than the
general fund tax levy of the prebudget year. For 1997-98, the budgeted local share for the
prebudget year shall be the district's general fund tax levy.

For the 1997-98 school year, any tax increase which would be required of an Abbott district
or district factor group A district to meet its required local share, after consideration of
supplemental core curriculum standards aid, stabilization aid, and supplemental school tax
reduction aid shall be fully funded by the State and recorded as supplemental core curriculum
standards aid. The commissioner, in consultation with the Commissioner of the Department of
Community Affairs and the Director of the Division of Local Government Services in the
Department of Community Affairs, shall examinethefiscal ability of the Abbott districts and the
district factor group A districts eligible for supplemental core curriculum standards aid to absorb
any reduction in such aid and shall make recommendations to the L egislature and the Governor
regarding the continuation of supplemental core curriculum standards aid to those districts. In
making those recommendations, the commissioner shall consider the ratable base of the
municipality or municipalities in which the district is located, the tax burden placed upon the
local community due to other required municipal services, and the fiscal ability of the school
district to raise its required local share. The commissioner shall not implement any of those
recommendations until the recommendations are enacted into law.

No municipal governing body or bodies or board of school estimate, as appropriate, shall
certify ageneral fund tax levy which does not meet the required local share provisions of this
section.

c. Annualy, onor before March 4, each district board of education shall adopt, and submit
to the commissioner for approval, together with such supporting documentation as the
commissioner may prescribe, a budget that provides no less than the minimum permissible T& E
budget, plus categorical amounts required for a thorough and efficient education as established
pursuant to the report, special revenue funds and debt service funds.

d. (1) A district proposing abudget which includes spending which exceeds the maximum
T&E budget established pursuant to section 13 of this act shall submit, as appropriate, to the
board of school estimate or to the voters of the district at the annual school budget election
conducted pursuant to the provisions of P.L.1995, ¢.278 (C.19:60-1 et seq.), a general fund tax
levy which when added to the other components of its net budget does not exceed the prebudget
year net budget by more than the spending growth limitation calculated as follows: the sum of
three percent or the CPI, whichever is greater, multiplied by the prebudget year net budget, and
adjustmentsfor changesin enrollment, certain capital outlay expenditures, expendituresfor pupil
transportation services provided pursuant to N.J.S.18A:39-1.1, and specia education costs per
pupil in excess of $40,000. The adjustment for special education costs shall equal any increase
in the sum of per pupil amounts in excess of $40,000 for the budget year less the sum of per
pupil amounts in excess of $40,000 for the prebudget year indexed by the CPI or three percent,
whichever is greater. The adjustment for enrollments shall equal the increase in unweighted
resident enrollments between the prebudget year and budget year multiplied by the per pupil
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general fund tax levy amount for the prebudget year indexed by the CPI or three percent,
whichever is greater. The adjustment for capital outlay shall equal any increase between the
capital outlay portion of the general fund budget for the budget year less any withdrawals from
the capital reserve account and the capital outlay portion of the general fund budget for the
prebudget year indexed by the CPI or three percent, whichever is greater. Any district with a
capital outlay adjustment to its spending growth limitation shall be restricted from transferring
any funds from capital outlay accounts to current expense accounts. The adjustment for capital
outlay shall not become part of the prebudget year net budget for purposes of calculating the
spending growth limitation of the subsequent year. The adjustment for pupil transportation
costs provided pursuant to N.J.S.18A:39-1.1 shall equal the cost of providing such pupil
transportation services for the budget year.

(2) A district proposing a budget set at or below the minimum T&E budget established
pursuant to section 13 of this act shall submit, as appropriate, to the board of school estimate
or to the voters of the district at the annual school budget election conducted pursuant to the
provisions of P.L.1995, ¢.278 (C.19:60-1 et seq.), ageneral fund tax levy which when added to
the other components of the net T&E budget shall not exceed the prebudget year net T&E
budget or in 1997-98 the prebudget year net budget by more than the spending growth limitation
calculated as follows: the sum of three percent or the CPI, whichever is greater, multiplied by
the prebudget year net budget, and adjustments for changes in enrollment, certain capital outlay
expenditures, expenditures for pupil transportation services provided pursuant to
N.J.S.18A:39-1.1, and special education costs per pupil in excess of $40,000. The enrollment
adjustment shall equal the increase in weighted resident enrollment between the prebudget year
and the budget year multiplied by the T& E amount less the T&E flexible amount. The
adjustments for special education costs, pupil transportation services, and capital outlay
expenditures shall be calculated pursuant to the provisions of paragraph (1) of this subsection.

Notwithstanding the provisions of this paragraph, no district shall raise a net budget which
isless than the local share required under the required local share provisions of this act plus the
other components of its net budget.

() A district proposing a budget set at or below the maximum T& E budget, but including
amounts in excess of the minimum T& E budget established pursuant to section 13 of this act,
shall submit, as appropriate, to the board of school estimate or to the voters at the annual school
budget election conducted pursuant to the provisions of P.L.1995, ¢.278 (C.19:60-1 et seq.), a
general fund tax levy which when added to the other components of its net T& E budget does
not exceed the prebudget year net T& E budget or in 1997-98 the prebudget year net budget by
more than the spending growth limitation calculated as follows: the sum of three percent or the
CPI, whichever is greater, multiplied by the prebudget year net budget, and adjustments for
changes in enrollment, certain capital outlay expenditures, expenditures for pupil transportation
services provided pursuant to N.J.S.18A:39-1.1, and special education costs per pupil in excess
of $40,000 per pupil. The enrollment adjustment shall equal the increase in the unweighted
resident enrollment between the prebudget year and the budget year multiplied by the prebudget
year T& E program budget per pupil indexed by the CPI or three percent, whichever is greater.
For the 1997-98 school year, the T& E program budget for the prebudget year shall equal the
sum of the general fund tax levy, foundation aid, and transition aid. The adjustment for special
education costs, pupil transportation services, and capital outlay expenditures shall be made
pursuant to the provisions of paragraph (1) of this subsection.

(4) Any debt service payment made by a school district during the budget year shall not be
included in the calculation of the district's spending growth limitation.

(5) For the 1997-98 school year, a district's spending growth limitation shall be increased by
the excess of county special services school district tuition over prebudget year county special
services school district tuition indexed by the CPI or three percent, whichever is greater.

(6) For the purpose of determining a district's spending growth limitation for the 1997-98
school year, adistrict may apply to the commissioner to add all or a part of the district's original
designated general fund balance for 1996-97 to the spending growth limitation if it can
demonstrate through current accounting records and historical trend data that the fund balance
will actually be spent in the budget year.
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(7) If the use of early childhood program aid for the provision of full-day kindergarten and
preschool classes and other early childhood programs and services or the use of demonstrably
effective program aid for the provision of instructional, school governance, and health and social
service programswill cause the district to exceed its spending growth limitation, the district may
apply to the commissioner for an adjustment to that limitation.

(8) If anincreasein tuition for the budget year charged to a sending district by the receiving
district pursuant to the provisions of N.J.S.18A:38-19 would reduce the sending district's per
pupil net budget amount below the prior year's per pupil net budget amount in order to comply
with the district's spending growth limitation, the district may apply to the commissioner for an
adjustment to that limitation.

(9) Any district may submit at the annual school budget election a separate proposal or
proposals for additional funds, including interpretive statements, specifically identifying the
program purposes for which the proposed funds shall be used, to the voters, who may, by voter
approval, authorize the raising of an additional general fund tax levy for such purposes. In the
case of adistrict with aboard of school estimate, one proposal for the additional spending shall
be submitted to the board of school estimate. Any proposal or proposals rejected by the voters
shall be submitted to the municipal governing body or bodies for a determination as to the
amount, if any, that should be expended notwithstanding voter rejection. The decision of the
municipal governing body or bodies or board of school estimate, as appropriate, shall be final
and no appeals shall be made to the commissioner.

(10) Notwithstanding any provision of law to the contrary, if a district proposes a budget
which exceeds the maximum T& E budget, the following statement shall be published in the legal
notice of public hearing on the budget pursuant to N.J.S.18A:22-28, posted at the public hearing
held on the budget pursuant to N.J.S.18A:22-29, and printed on the sample ballot required
pursuant to section 10 of P.L.1995, ¢.278 (C.19:60-10):

"Y our school district has proposed programs and services in addition to the core curriculum
content standards adopted by the State Board of Education. Information on this budget and the
programs and services it providesis available from your local school district.”

e. (1) Any general fund tax levy rejected by the voters for a proposed budget in excess of
the maximum T& E budget shall be submitted to the governing body of each of the municipalities
included within the district for determination of the amount that should be expended
notwithstanding voter rejection. In the case of adistrict having a board of school estimate, the
general fund tax levy shall be submitted to the board for determination of the amount that should
be expended. If the governing body or bodies or board of school estimate, as appropriate,
reduce the district's proposed net budget, the district may appeal any of the reductions to the
commissioner on the grounds that the reductions will negatively impact on the stability of the
district given the need for long term planning and budgeting. In considering the appeal, the
commissioner shall consider enrollment increases or decreases within the district; the history of
voter approval or rejection of district budgets; the impact on the local levy; and whether the
reductionswill impact on the ability of the district to fulfill its contractual obligations. A district
may not appeal any reductions on the grounds that the amount is necessary for a thorough and
efficient education.

(2) Any general fund tax levy rejected by the voters for a proposed budget at or below the
maximum T& E budget shall be submitted to the governing body of each of the municipalities
included within the district for determination of the amount that should be expended
notwithstanding voter rejection. In the case of adistrict having a board of school estimate, the
general fund tax levy shall be submitted to the board for determination. Any reductions may be
appealed to the commissioner on the grounds that the amount is necessary for a thorough and
efficient education or that the reductions will negatively impact on the stability of the district
given the need for long term planning and budgeting. In considering the appeal, the
commissioner shall also consider the factors outlined in paragraph (1) of this subsection.

In the case of a school district in which the proposed budget is below, or after a reduction
made by the municipal governing body or board of school estimate is below, the minimum T& E
budget calculated pursuant to section 13 of this act, any reductions made by the municipal
governing body or board of school estimate shall be automatically reviewed by the commissioner.
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In reviewing the budget, the commissioner shall also consider the factors outlined in paragraph
(1) of this subsection. In addition, the municipal governing body or board of school estimate
shall be required to demonstrate clearly to the commissioner that the proposed budget reductions
shall not adversely affect the ability of the school district to provide a thorough and efficient
education or the stability of the district given the need for long term planning and budgeting.

(3) Inlieu of any budget reduction appeal provided for pursuant to paragraphs (1) and (2)
of this subsection, the State board may establish pursuant to the " Administrative Procedure Act,"
P.L.1968, c.410 (C.52:14B-1 et seq.), an expedited budget review process based on a district's
application to the commissioner for an order to restore a budget reduction.

(4) When the voters, municipal governing body or bodies, or the board of school estimate
authorize the general fund tax levy, the district shall submit the resulting budget to the
commissioner within 15 days of the action of the voters or municipal governing body or bodies,
whichever islater, or of the board of school estimate as the case may be.

f.  Any district which is not an Abbott district but which was classified as a special needs
district under the "Quality Education Act of 1990," P.L.1990, c¢.52 (C.18A:7D-1 et a.), may
appeal any budget reduction made by the municipal governing body or board of school estimate,
as appropriate, to the commissioner.

g. Thecommissioner shall annually review the budget of any district which was classified
as a special needs district under the "Quality Education Act of 1990, P.L.1990, c.52
(C.18A:7D-1et al.), to determineif any educationally meritorious program or service established
through State resources provided as a result of that funding law is proposed to be reduced or
eliminated. If the commissioner determines that the program or service isin jeopardy and that
a reallocation of resources is possible without jeopardizing other educationally meritorious
programs or services, he may require the school board to fund the program or service through
areallocation of resources.

2. Section 16 of P.L.1996, ¢.138 (C.18A:7F-16) is amended to read as follows:

C.18A:7F-16 Distribution of early childhood program aid.

16. a. Early childhood program aid shall be distributed to all school districts with high
concentrations of low-income pupils, for the purpose of providing full-day kindergarten and
preschool classes and other early childhood programs and services.

For districts in which the concentration of low income pupilsis equal to or greater than 20%
and less than 40%, aid shall be distributed according to the following formula:

Aid = Al X Modified District Enrollment.

For districts in which the concentration of low income pupilsis equal to or greater than 40%,
aid shall be distributed according to the following formula for the purpose of expanding
instructional services previously specified to three year olds, or of providing, in addition to the
instructional services previously specified, transition and social services to primary grade
students:

Aid = A2 X Modified District Enrollment where
Al = $465; and
A2 = $750.

For the 1998-1999 school year, the per pupil funding amounts shall be these amounts
multiplied by the CPI. For subsequent years, the amounts shall be established biennially in the
Report on the Cost of Providing a Thorough and Efficient Education and shall be derived from
cost analyses of appropriate programmatic applications of these funds asidentified in the report.
The amounts shall be adjusted for inflation by the CPI in the second year of the period to which
the report applies.

County vocational school districts and limited purpose regional high school districts meeting
the eligibility criteria of this section shall receive aid payable under this section as demonstrably
effective program aid in addition to amounts received pursuant to section 18 of this act.

Each district which receives early childhood program aid shall submit to the commissioner for
approval an operational plan that shall be a subset of the district's comprehensive strategic plan,
to establish preschool and full-day kindergarten for all four and five year olds by the 2001-2002
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school year and to maintain them thereafter. Districts shall appropriate the aid in a special
revenue fund for expenditure, but may place all or a portion of the aid in a capital reserve
account during the first four years to establish facilities for these purposes. During the first four
school years following enactment of this act, districts may use early childhood program aid for
educationally meritorious programs or for the purpose of constructing new school facilities or
enlarging existing school facilities for use by pupils other than those enrolled in early childhood
programs, provided the new or enlarged facilities are used for and are adequate to house the
planned early childhood programs. Districts which maintain progress consistent with the
implementation plan may also use the funds for demonstrably effective programs pursuant to
section 18 prior to establishing the programs required pursuant to this section. The
commissioner shall establish guidelinesto track the specific purposes of expenditures under this
section.

b. A district which qualifies for early childhood program aid pursuant to subsection a. of this
section shall be eligible to receive the aid for aminimum of two school years from the time of
initial determination of eligibility even if the district's concentration of low-income pupils falls
below the 20 % or 40% concentration required for receipt of the early childhood program per
pupil aid amounts under subsection a. If adistrict's concentration of low-income pupils falls
below the 20% or 40% thresholds, the amount of the early childhood program aid received by
the district in the prebudget year ,hereinafter referred to as the eligibility year, shall be reduced
in the subsequent budget year by the percentage decline between the ratios of the number of low-
income pupilsto modified district enrollment used in the calculation of aid in the eligibility and
budget year. Notwithstanding the provisions of this subsection, if a district is eligible for a
greater amount of aid pursuant to subsection a. of this section, it shall receive that amount.

A district which receives early childhood program aid pursuant to this subsection shall not be
eligible to receive instructional supplement aid pursuant to subsection c. of section 18 of
P.L.1996, ¢.138 (C.18A:7F-18c).

3. Section 18 of P.L.1996, ¢.138 (C.18A:7F-18) is amended to read as follows:

C.18A:7F-18. Calculation of demonstrably effective program aid.

18. a. Demonstrably effective program aid shall be generated by individual schools and
distributed to districts for the purpose of providing instructional, school governance, and health
and social service programs to students enrolled in the generating school according to the
following formulas:

Aid shall be distributed to districts with schools in which the concentration of low-income
pupilsisequal to or greater than 20% and less than 40% as follows:

Aid = B1L X SENR1
where

SENR1 is the sum of school enrollments for all schools in the district enrolling low-income
pupils at rates equal to or greater than 20% but less than 40%.

Aid shall be distributed to districts with schools in which the concentration of low-income
pupilsis equal to or greater than 40% as follows:

Aid = B2X SENR2
where

SENR2 is the sum of the school enrollments for all schools in the district enrolling
low-income pupils at rates equal to or greater than 40%;

where
Bl = $300; and
B2 = $425.

For the 1998-1999 school year, the per pupil funding amounts shall be these amounts
multiplied by the CPI. For subsequent years, the amounts shall be established biennially in the
Report on the Cost of Providing a Thorough and Efficient Education and be derived from cost
analyses of appropriate programmatic applications asidentified in the report. The amounts shall
be adjusted for inflation by the CPI in the second year of the period to which the report applies.

b. The State Board of Education, upon the recommendation of the commissioner, shall
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adopt regulations governing the use of demonstrably effective program aid and an accounting
mechanism to ensure that use. The rules shall provide for:

(1) Programs. A definition as recommended by the commissioner shall be established of the
demonstrably effective programs and services which shall qualify for aid. The definition shall
include for 1997-98, but not be limited to: alternative schools; community schools; class size
reduction programs; parent education programs; job training programs; training institutes to
improve homework response; telephone tutorial programs; teleconference and video tutoring
programs; and HSPT/Early Warning test before school/after school preparation programs. The
commissioner shall establish the per-pupil cost of providing these effective programs and services
in the Report on the Cost of Providing a Thorough and Efficient Education.

(2) Accountability. A recipient district shall be required to obtain the approval of the
Department of Education for the planned uses of demonstrably effective program funds. A
periodic public process shall be established by which specific programmatic uses for the funds
shall be identified and approved. A district failing to use the funds in the prescribed manner shall
be subject to rescission of aid and additional monetary penalties as established by the
commissioner.

(3) Monitoring. To facilitate State monitoring of the uses of the funds, districts shall be
required to maintain separate program and service accounts in the special revenue section of
district budgetsand financial recordsin accordance with GAAP and specifications prescribed by
the commissioner.

c. Instructional supplement aid shall be generated by school districts and county vocational
school districts and distributed to districts for the purposes of providing supplemental services
for students from low-income families. Aid shall be distributed to districts in which the
concentration of low-income pupilsis equal to or greater than 5% and less than 20%. Districts
will receive $339 for each pupil from low-income families. For the 1998-99 school year, the per
pupil funding amount shall be this amount multiplied by the CPI. For subsequent years, the
amount shall be established biennially in the Report on the Cost of Providing a Thorough and
Efficient Education and be derived from cost analyses of appropriate programmatic applications
asidentified in the report. The amount shall be adjusted for inflation by the CPI in the second
year of the period to which the report applies. Instructional supplement aid shall be accounted
for in a special revenue fund.

d. The Department of Education shall develop, in collaboration with the Departments of
Human Services and Health and Senior Services, as well as other appropriate State departments
and agencies, mechanisms necessary to coordinate the provision of programs and services at the
local level.

e. Anindividua school within adistrict which qualifiesfor demonstrably effective program
aid pursuant to subsection a. of this section shall be eligible to generate the aid for a minimum
of two school years from the time of initial determination of eligibility even if the school's
concentration of low-income pupils falls below the 20% or 40% concentration required for
receipt of the demonstrably effective program per pupil aid amounts under subsection a. If a
school's concentration of low-income pupils falls below the 20% or 40% thresholds, the amount
of demonstrably effective program aid generated by the school in the prebudget year,hereinafter
referred to as the eligibility year, shall be reduced in the subsequent budget year by the
percentage decline between the ratios of the number of low-income pupilsenrolled in the school
to total school enrollment used in the calculation of aid in the eligibility and budget year.
Notwithstanding the provisions of this subsection, if a school generates a greater amount of aid
pursuant to subsection a. of this section, it shall generate that amount.

4. Thisact shall take effect immediately and shall first apply to the calculation of aid for the
2001-2002 school year.

Approved November 9, 2000.
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Governor today signed the follow ng | egislation

A- 1162, sponsored by Assenbl yman Arnone (R-Monnouth) and Senator Ciesla
(R-Monnout h/ Ccean), exenpts private marinas fromthe requirenment to have
first aid and |ifeguard personnel on duty.

A- 343, sponsored by Assenbly Menbers Barnes (DM ddl esex) and Buono
(D-M ddl esex) and Senators Inverso (R-Mercer/ M ddl esex) and Bark
(R-Atlantic/Burlington/ Canden), allows ratepayers to designate third
parties to receive public utility service term nation notices.

A-517, sponsored by Assenbl yman Bodi ne (R-Atl antic/Burlington/ Canden),
updates the | aw governing the New Jersey Firenmen's Hone.

A- 853, sponsored by Assenbly Menbers Bagger

(R-M ddl esex/ Morri s/ Sonmer set/ Uni on) and Augusti ne

(R-M ddl esex/ Morri s/ Sonerset/ Union), authorizes appointnent of four
alternates to conbi ned pl anni ng and zoni ng boards.

S-838, sponsored by Senators Martin (R-Essex/Mrris/Passaic) and Allen
(R-Burlington/ Camden) and Assenbly Menbers Buono (D M ddl esex) and Barnes
(D-M ddl esex), establishes a mnimmperiod of school district eligibility
for early childhood and denmponstrably effective program aids and provi des a
budget cap exclusion for such aids. The bill incorporates recomendations
made by the Governor in a conditional veto.

S-676, sponsored by Senators Robertson (R-Essex/Passaic) and Connors
(R-Atlantic/ Burlington/Ccean) and Assenbly Menbers Myers
(R-Warren/ Hunt erdon/ Mercer), extends the civil service veterans' preference
to certain persons who served in Operation Uphold Denocracy in Haiti. The
bill incorporates recommendati ons nade by the Governor in a conditiona

vet 0.
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