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How to Use This Document 
 
This document is intended to provide a narrative version of the bill draft. We have provided a 
“crosswalk” below so that readers can cross-reference the concepts in this document with the bill 
language. To the extent that you feel the bill language does not accurately reflect the concepts in this 
paper, please let us know. Two additional notes: 

 Appropriations: As a matter of law, the current General Assembly cannot make future 
appropriations. As a practical matter, the General Assembly cannot appropriate funds against 
an unknown amount of revenues. As such, the appropriations we list in this document (e.g., 
Gifted and Talented) will not be reflected in the bill. We are working with Legislative Council 
and the Office of Legislative Legal Services to find a solution. 

 Reports on File: Several footnotes refer to reports that are available “on file with the authors.” 
These reports are available in electronic form on our website. 

 

Category Statutory Citation Bill Page Number(s) 

Student Count 22-54.5-103(2), (8), (19), & (25) 11-18 

Base   

Base Per-Pupil Funding 22-54.5-201(3)(b) 25 
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Early Childhood Education 22-28-104.1 134-139 

Weights   

Size Factor 22-54.5-201(3)(c) 26 

At-Risk 22-54.5-201(4) 29 

English Language Learners 22-54.5-201(5) 30 

State Share Calculation 22-54.5-203 35-44 

District Allocation   

Financial Reporting 22-44-105 140-142 

Principal Autonomy 22-54.5-410(4)(a) 106-107 

Categoricals   

State Education Investment 22-54.5-301 61-62 

Supplementary State Supports   

Hold Harmless Funding 22-54.5-302 62-63 

Mill Levy Equalization Fund 22-54.5-303 63-66 

Mill Levy Election Support 22-54.5-304 66 

Innovation Fund 22-54.5-310 80-87 

Charter Schools   

SPED Insurance Pools 22-30.5-111.5(8) 117 

Small Attendance Centers 22-54.5-305 66-69 

At-Risk & ELL Funding 22-54.5-410(1)(b)(I) & (2)(b)(I) 
22-30.5-111.5(4)(a)(III) 

105-106 
112-113 

Mill Levy Overrides   

Capacity Calculation 22-54.5-205(3)(a) 44-48 

Early Childhood Education 22-54.5-206 48-50 

Facilities & Tech O & M 22-54.5-207 50-52 

Cost of Living 22-54.5-208 52-54 
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I. Introduction 
In the past ten years, Colorado has been at the forefront of education reform. In relatively short order, 
Colorado has reoriented its entire education system from the bottom up:  
 

 At the classroom level, teachers and principals are accountable for objective student growth 
 Educators have unprecedented autonomy at the school level, allowing them to seek freedom 

over people, time, money, and curriculum 
 A new accountability system at the district level gives the state broad authority to address 

failing schools and districts 
 New statewide standards and assessments are fair, rigorous, and aligned to the skill sets 

needed in a globalized economy 
 Groundbreaking innovations at the state level afford access to unprecedented levels of big 

data, paving the way for transparency and continuously improved effectiveness 
 
Despite the pace of reform, Colorado’s education community has remained united in its dedication to 
building a world-class education system. But one monumental task remains: creating an adequate and 
equitable school finance platform for the future that will also drive the reforms of the past. 
 
At the outset, it is critical to recognize two truths: First, there is little evidence to suggest that increased 
funding by itself renders superior outcomes.1 Second, and perhaps more importantly, Colorado’s 
funding needs do not exist in a vacuum; they are intently focused on propelling nation-leading reforms, 
and Colorado has proven itself a wise and efficient spender of K-12 funding.2  
 
With these fundamental truths in mind, we have set out to make a commitment to Colorado’s children, 
a commitment that is premised on three overarching objectives: 
 

 We must take the first step toward securing an adequate funding system for all children. We 
know we will not accomplish complete adequacy in this first step, but we must begin here. 

 We must also develop an equitable system that accounts for the difficulties posed by 
geography, poverty, and low property wealthy. 

 Finally, we must attempt to ensure the fiscal sustainability of the system to prevent dramatic 
and unpredictable budget cuts. 

 
At the same time, because of speculation about our intent, it is perhaps also useful to state what 
objectives we are not pursuing: We have no intent to “eviscerate” Amendment 23, nor do we intend to 
“rob” local districts of hard-earned override funds. 
 
Instead, the opportunity to rewrite Colorado’s School Finance Act presents a once-in-a-generation 
opportunity to reimagine the potential of our education system. The following proposal gives voice to 
that opportunity, and it is premised on two years of work from the School Finance Partnership, the 
Technical Advisory Group, and hundreds of stakeholder meetings across the state of Colorado. 

                                                           
1
 Eric A. Hanushek, Paul E. Anderson, & Ludger Woessmann, Achievement Growth: International and U.S. State 

Trends in Student Performance, HARV. CTR. FOR STATE & LOCAL GOV’T 27 (July 2012) (on file with authors) (stating that 
“[o]n average, an additional $1,000 in per-pupil spending is associated with a trivial annual gain in achievement of 
one-tenth of 1 percent of a standard deviation [in test scores]”).  
2
 Id. (observing that Colorado was one of a handful of states that “made the most achievement gains for every 

incremental dollar spent over the past two decades”).  
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II. School Finance: The Current System 
As with most states, Colorado’s School Finance Act is a complex formula that attempts to account for 
differences among the state’s 178 school districts and the state’s 850,000 students. The formula can be 
divided into five discrete steps: 
 
First, students are counted on a single count date within a window of time around October 1. The state 
multiplies that amount by a statutorily-designated amount of base per-pupil funding. This amount is 
subject to Amendment 23, which prohibits any cuts to base per-pupil funding and requires that base 
per-pupil funding increase each year by the rate of inflation plus population growth. The Act also 
provides flat funding for multi-district Online and ASCENT students, which is included in the district’s 
total program amount but is not subject to Amendment 23. 
 
Second, the state creates several weights (also known as “factors”) to account for inter-district 
differences and intra-district student characteristics. The most significant weights are listed below: 

Weight Purpose 

Size  Enhances the purchasing power of school districts that are unable to 
achieve economies of scale 

Cost of Living Designed to compensate districts that have difficulty recruiting 
educators because of high costs of living 

At-Risk Using Free Lunch eligibility as a proxy, attempts to compensate 
districts for students who require additional resources 

 
Third, the state adds base and weights for every district to arrive at a sum known as “total program.” 
The state then determines the amount of total program local districts have raised from local taxes 
(“local share”) and backfills any remaining difference (“state share”).  
 
Fourth, the state pays districts for certain targeted programs known as “categoricals.” Categorical 
funding is entirely state-provided. There are currently seven different types of categorical programs: 

Categorical  (in alphabetical order) Purpose 

Comprehensive Health Education Finances district, law-related health education programs, 
which must be focused at least in part on reducing the 
incidence of gang involvement and substance abuse, as well 
as local student wellness programs 

English Language Proficiency Aids districts in educating students with limited English skills 

Expelled Students Appropriates funding for district programs that serve expelled 
and truant students and students at risk of expulsion or 
suspension 

Gifted and Talented Allows districts to develop and implement programming for 
Gifted and Talented students 

Small Attendance Centers Recognizes the unique costs of remote schools within certain 
districts 

Special Education Provides for the educational needs of students who are 
eligible for Individualized Education Plans under federal law 

Transportation Defrays the costs incurred through district-provided 
transportation services 

Vocational Education Makes career and technical education opportunities available 
to students 
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Finally, local districts can capture additional funding from three sources: In addition to funds delivered 
through the school finance formula, districts are permitted to raise additional mill levy revenues for 
operating expenses, cost-of-living, capital improvement, transportation, bonds, and full-day 
kindergarten. These fundraising mechanisms are known as “mill levy overrides.” In addition, school 
districts are eligible for federal funding (which accounts for about 9% of total K-12 funding in Colorado) 
and private philanthropy.  

III. Shortcomings of the Current System 

1. Student Count 
Colorado currently counts students for the purpose of districts’ annual funding on the basis of 
attendance on a single day, October 1, and does not take into account changes in districts’ enrollment 
throughout the remainder of the year. This is problematic in a number of ways. First, it engenders a 
“high stakes” culture around October 1 each year. This places undue stress on districts to go to great 
lengths to get students to school within the count window or lose funding for absent students, and it 
creates a perverse disincentive to take additional students after the count date. Perhaps more 
importantly, this has contributed to an extensive count audit scheme, which districts report finding 
unnecessarily restrictive and expensive.3   
 

2. Base and Weights 
As it is currently formulated, the School Finance Act suffers from inadequacy and inequity, both of 
which have been exacerbated by the economic recession and budget cuts. 
 
Inadequacy: Since 2010, the state legislature has reduced district funding across the state through a 
mechanism initially known as the “budget stabilization factor,” and since 2012, termed the “negative 
factor.” The amount of the reduction is determined each year by the General Assembly. In HB 12-1345, 
the General Assembly determined that the statewide total program amount should be reduced by 
16.11%, or $1,012,509,800.81. The impact of the negative factor has had the effect of reducing the 
statewide per pupil funding average from approximately $7,711.53 to $6,473.82.4   
 
Even before introduction of the negative factor, though, Colorado’s base per-pupil amount was 
incredibly low. At $5,843 per student, Colorado began the recession ranked 49th nationally in K-12 
funding as a percentage of personal income and 40th on a funding-per pupil basis – about $2,000 per 
student less than the national average5 – making the impact of the negative factor even more severe. 
Moreover, as the trial court decision in the Lobato adequacy lawsuit noted, Colorado has introduced 
new education reforms pertaining to standards, assessments, and accountability without any increase 
in base funding.6  
 

                                                           
3
 Mark Fermanich, Tracie Rainey, & Justin Silverstein, Colorado Average Daily Membership Study: A Feasibility 

Study of Alternatives to the October 1 Student Count Method, COLO. DEP’T OF EDUC. 19 (Jan. 27, 2011) (on file with 
authors). 
4
 Colorado School Finance Partnership: Report and Recommendations, SCH. FIN. P’SHIP (Aug. 2012) (hereinafter 

“RECOMMENDATIONS”). 
5
 Id. footnote 21.  

6
 Lobato v. State of Colorado, No. 2005CV4794, 46 (Dec. 9, 2011).  
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Inequity: Unfortunately, because of Colorado’s complex funding mechanisms, the negative factor did 
not impact all districts equally. Under the provisions of Amendment 23,7 base per-pupil funding can 
never be reduced and it must be increased annually by the rate of inflation plus population growth. 
Thus, if the legislature wants to reduce K-12 funding, it may only do so by reducing the weights that are 
added to base per-pupil funding.  
 
As a result, the negative factor disproportionately impacted districts that benefited from the weights, 
and even then, districts that receive smaller weights were more negatively impacted than districts that 
benefited from larger weights.8 As it happens, the smaller weights tend to benefit underprivileged 
communities (such as rural districts and districts with At-Risk students), while the largest weight (Cost-
of-Living) tends to benefit affluent communities. Put simply, the negative factor devastated all school 
districts, but it devastated poorer and rural districts more.  
 
Aside from the impact of the negative factor, expert opinions in the Lobato decision observed that the 
relative distribution of weights itself resulted in a regressive form of school financing.9 Before the 
negative factor, the Cost-of-Living weight was nearly three times the size of the At-Risk weight, and 
the formula did not account for English Language Learners, who represent nearly 15% of Colorado’s 
student population and who disproportionately reside in lower-income districts. As illustrated in the 
chart below, Colorado systematically directs fewer funds to districts with higher percentages of 
poverty. 
 

 
 

                                                           
7
 COLO. CONST. art. IX §17.  

8
 Legislative Council has not published the negative factor’s relative impact on the weights. However, because the 

negative factor functioned as an across-the-board 16% cut, it stands to reason that the relative impact on a smaller 
weight is larger than the relative impact on a larger weight.  
9
 Bruce D. Baker, Colorado School Finance: Lobato v. State of Colorado, RUTGERS UNIV. 25-27 (Feb. 2, 2011).  
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Rural districts are at a distinct disadvantage. Very few rural districts are in costly locales, thus making 
them ineligible for the Cost-of-Living weight. In addition, the Lobato trial court decision noted that, 
because many rural districts have relatively low property wealth, mill levy overrides are both difficult to 
obtain and worth far less than overrides in wealthier districts.10  
 

3. State Share 
Addressing the adequacy of base and weighted per-pupil funding is only half of the equation. There are 
two additional problems posed by the manner in which the current School Finance Act acquires and 
distributes revenue – structural imbalance and inequity.  
 
Structural Imbalance: Due to the interplay of TABOR and Gallagher, local contributions to K-12 funding 
in Colorado have eroded drastically over the past two decades. As assessed property values have 
increased statewide, local property mill levies have plunged, forcing the state to backfill a growing and 
unsustainable amount of K-12 funding.  
 
Decreasing property assessment rates as a result of Gallagher have accompanied the drop in mill levies, 
severely limiting the amount of revenue the already-reduced mill levies capture. Because the state is 
forced to backfill the erosion in local contributions, the state’s share of school finance funding has 
spiked from 33% to nearly 65%. Some have predicted that this phenomenon will place Colorado’s fiscal 
future in jeopardy. As illustrated below, by FY 2023-2024, one estimate predicts that K-12 funding will 
consume 53% of the General Fund, leaving the state able to fund only three programs: K-12 education, 
healthcare, and prisons.11  
 

 
 

                                                           
10

 No. 2005CV4794, at 33. 
11

 Financing Colorado’s Future: An Analysis of the Fiscal Sustainability of State Government, CTR. FOR COLO. ECON. 
FUTURE (Aug. 31, 2011, updated Mar. 2012), available at www.du.edu/economicfuture/Phase2Summary_v2.pdf 
(hereinafter “TAX STUDY”).  
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Inequity: Colorado’s current school finance formula attempts to equalize school funding by 
supplementing local contributions (a worthy policy goal), but state dollars are given to districts based 
on what they raise, not their ability to pay (an unfortunate policy outcome). As a result, wealthier 
districts with low mill levies receive state funds that could otherwise be used to aid poorer districts that 
are shouldering incredibly high mill levies.12  
 
Colorado’s current tax structure compounds the structural inequities. Most K-12 education funding 
comes from the state General Fund, 96% of which is financed by a flat personal income tax of 4.63% 
and a sales and use tax of 2.9% (both of which hit low-income Coloradoans harder on a relative basis). 
Stated simply, we have created a “reverse Robin Hood”: our current formula disproportionately 
subsidizes wealthier districts with state revenues gleaned from regressive taxes. Not surprisingly, this 
inequitable and regressive system was one of the deficiencies identified in the Lobato decision.13   
 

4. Categoricals 
Unlike weights, categoricals are protected by Amendment 23; that is, they can never be decreased, and 
their aggregate amount must increase by the rate of inflation plus enrollment growth.  
 
While categorical funding is generally very small, three categoricals are acutely underfunded. According 
to expenditure estimates alone, districts have shouldered some $475 million in unreimbursed Special 
Education costs. In addition, according to the Jefferson Association for Gifted Children, the Gifted and 
Talented categorical needs as much as $21.4 million in additional funding to produce better outcomes 
for GT students.14 Finally, the English Language Proficiency Act provides funding to English Language 
Learners for only two years at an average of $410/student.15  
 

5. District Allocation 
There are three issues with current district allocation methods – a lack of transparency and autonomy in 
many cases and a lack of equity in some cases.  
 
Transparency: With respect to transparency, the state-mandated common chart of accounts does not 
require reporting by school site, making it difficult to determine school-level expenditures. In addition, 
statute explicitly states that reporting salaries and benefits at the school level is not required,16 
effectively making it optional for districts to report an expense that consumes 60-80% of their budgets.  
 
Equity: The current School Finance Act attempts to ensure some degree of vertical equity (i.e., 
compensating districts for students who are more expensive to educate) by providing weighted dollars 
for certain student characteristics such as Free Lunch eligibility. However, once districts receive 

                                                           
12

 In 1992, only one district had a levy of fewer than 10 mills, and that district received very little aid from the 
state. Presently, 19 districts have levies of fewer than 10 mills. Of these, 14 receive at least half of their funding 
from the state. 
13

 No. 2005CV4794, at 31. 
14

 K-12 Gifted Education: A Critical Economic Growth Driver for Colorado, JEFFERSON CNTY. ASS’N FOR GIFTED CHILDREN 
(Jan. 2013) (on file with authors). 
15

 English Language Proficiency Act Program, COLO. DEP’T OF EDUC. (2011), available at 
www.cde.state.co.us/FedPrograms/dl/tiii_elpa_distalloc.pdf.  
16

 COLO. REV. STAT. § 22-44-105(4)(c) (West 2012) (stating that “[n]othing in this section shall be interpreted to 
require accounting of salary and benefit costs by school site”). 
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weighted dollars, they are under no obligation to spend those funds on the students for whom they are 
intended.17  
 
Indeed, because most districts tend to allocate dollars on an FTE basis (e.g., a certain ratio of 
employees to students), some affluent schools tend to be allocated far more dollars than other schools 
because teachers at those schools command higher salaries.18 Of course, because of the lack of 
accounting transparency mentioned above, it is difficult to determine the degree to which intra-district 
inequities exist in Colorado. At least one major study,19 though, found vast disparities in Denver Public 
Schools, which prompted DPS to move to a student-based allocation system in which funding follows 
students.  
 
Autonomy: A long line of education legislation, beginning with Cap4K and ending most recently with SB 
10-191, has reoriented Colorado’s education system around accountability and teacher and principal 
effectiveness. However, despite the fact that principals are expected to be the instructional leaders in 
their buildings, they sometimes lack the ability to directly control dollars to purchase the instructional 
resources their students need. 

IV. The New Formula 

1. Student Count 
The School Finance Partnership recommended that a new School Finance Act allocate funding to 
districts on the basis of accurate student counts throughout the year, in a manner that does not harm 
small districts, districts with high mobility, or districts with rapidly changing enrollments.20  
 
With this recommendation in mind, we believe moving to a system of average daily membership (ADM) 
best remedies the issues outlined above. This will mitigate the high-stakes nature of ensuring 
attendance on a single day, reduce the need for an intensive audit scheme, and remove the incentive 
for districts to lower and/or refrain from increasing their student count after October 1. 
 
Specifically, the system will include the following characteristics: 
 

1. The state is currently in the process of upgrading the Automated Data Exchange to a new Data 
Pipeline system that will better interface with district student information systems. Ultimately, 
this new state system may provide the option to pull membership data from districts. For now, 
the Data Pipeline will enable easier and quicker transfer of student data to the state. 

2. CDE will develop a timeline by which districts submit student membership data four times 
throughout a school year, in each case providing student membership for all days in the 
preceding quarter.  

                                                           
17

 C.R.S. § 22-54-105(3)(a) requires districts to spend at least 75% of At-Risk funds on “direct instruction or staff 
development, or both” for At-Risk students. However, there is no enforcement mechanism, and the lack of 
accounting transparency means that it would be difficult to implement an enforcement mechanism even if there 
were one. 
18

 See generally Karen Hawley-Miles & Marguerite Roza, Understanding Student-Weighted Allocation as a Means 
to Greater School Resource Equity, 81 PEABODY J. OF EDUC. 39 (2006) (hereinafter “ROZA”) (on file with authors). 
19

 Unraveling the DPS Budget: Toward Transparency and Equity through Weighted Student Funding, METRO ORG. FOR 

PEOPLE (June 8, 2006), available at www.piconetwork.org/tools-resources/document/0050.pdf.  
20

 RECOMMENDATIONS, supra Note 2, at 15. 
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3. In a given year, the state will use the first two quarters of ADM data and the final two quarters 
of ADM data from the previous year to formulate a static count number that will be used for 
budgeting in the next year. This static number will provide certainty in district budgeting that 
the current count structure does not afford. 

4. This static count number will remain subject to averaging for declining enrollment districts in a 
manner nearly identical to current statute. A district’s count number will be the greater of the 
count as formulated above, or an average of the last two, three, four, or five years of ADM data. 
Until enough years of ADM data are available, existing October count numbers will be used for 
averaging purposes.  

5. In addition, within a given year, if a district experiences enrollment growth greater than the 
statewide average on the basis of the first two quarters of ADM data, the state will switch their 
funding over to the current year’s first two quarters’ count.  

6. At the secondary level, students will be counted and funded at a full FTE, regardless of contact 
hours, allowing districts, students, and parents the flexibility to seek out concurrent enrollment, 
online course offerings, blended learning, work study, and internships, if desired. This is also 
expected to significantly decrease the audit burden districts currently face in counting 
secondary students. 

7. There is general agreement that, to make this ADM system function, a uniform definition of 
“membership” is required, but that developing this definition will be difficult. It would seem 
that this type of complex definitional challenge is best approached through CDE’s rule-making 
process, so we will require CDE to develop rules to define membership.   

8. CDE will be moving to a reduced, risk-based audit scheme in the coming school year.21 This risk-
based approach will continue to be followed in auditing ADM counts. Despite the increased 
number of days in which count is necessary, this new, risk-based approach and the absence of 
an attendance requirement suggest the audit burden on districts should decrease significantly. 

9. Implementing the new ADM system will likely require additional technological resources and 
personnel at both the state and district levels. Our proposal provides a funding line item to 
assist in implementation at both the state and district levels.  

10. Finally, implementation of the new ADM system will also require time. The first year after 
passage of the ballot will be available for CDE and districts to work together to put in place a 
structure for implementation, before the ADM count system takes effect.   

 
NOTE: See the Appendix below to see the taxonomy of student membership under an ADM system. 
 

2. Base and Weights 
Because of Amendment 23, base per-pupil funding can never decrease and must instead increase by 
the rate of inflation plus growth. This is a sound policy goal in the abstract, but combined with the 
downward pressure on property tax collection because of Gallagher, it produces a violent collision with 
Colorado’s current tax structure. Put simple, Amendment 23 requires the state and local districts to 
increase K-12 spending every year, but Gallagher virtually guarantees that the increased funding 
burden will fall squarely on the state. 
 
The state General Fund (the principal source of funding for K-12 education) is heavily reliant on personal 
income taxes and sales and use taxes. Unfortunately, those tax rates are so low that they cannot keep 

                                                           
21

 Colorado’s Current Use of a Single Count Day, COLO. DEP’T OF EDUC (Jan. 2013) (on file with authors). 
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pace with the growing demand for government services generally or K-12 funding specifically.22 As 
noted above, absent dramatic changes to Colorado’s tax structure, the state will only be able to fund K-
12, Medicaid, and prisons by FY 2024-2025. Until the state can reach a more sustainable fiscal structure 
by addressing Gallagher, increasing the state’s Amendment 23 obligations could hasten that result. 
 
It is also important to recognize the consequence of increasing base per-pupil funding: First, because 
base funding is shared between state and local districts, any state increase to base requires a 
corresponding increase in funding at the district level. To realize a $600/pupil increase to the base in a 
system where local districts pay 36% of K-12 funding, local districts would have to raise an estimated 
$184 million in revenue at the local level. We believe an immediate $600/pupil infusion of funds entirely 
from the state is far preferable (see “Section 6. State Education Investment” below). 
 
Moreover, because base funding can never be decreased, the only expenditures that can be decreased 
in a recession are weights. By adding funds to the base, we protect additional funds that by definition 
benefit every child who is not rural, poor, or ELL, but we do so at the expense of disproportionately de-
funding rural, underprivileged, or ELL students in times of recession.  
 
Importantly, abstaining from increasing base funding does not mean we are abandoning Amendment 
23. Base funding and categorical funding will continue to grow at the rate of inflation plus enrollment 
growth. In addition, we propose several state-level supports to assist local districts until Colorado 
reaches a more sustainable fiscal structure that addresses TABOR, Gallagher, and Amendment 23 (see 
“Section 7. Supplementary State Supports” below). 
 
Full-Day Kindergarten and ECE: Despite widespread recognition that full-day kindergarten and ECE 
would produce starkly different outcomes for students, Colorado’s funding for these programs has 
been erratic at best. We propose to fully fund Full-Day Kindergarten by counting Kindergarten students 
as a full FTE, dispensing with the burdensome and confusing system of counting Kindergarteners as 
0.58 FTE. In addition, we propose to fully fund half-day Colorado Preschool Program slots, eliminating 
the CPP cap, and making ECE available for all At-Risk 4-year-olds and some 3- and 5-year-olds. 
 
Weighted Funding: By way of weighted funding, the state can begin to address the concerns outlined in 
the School Finance Partnership Recommendations and the Lobato trial court decision: 
 
First, our proposal seeks to end the regressive nature of the school finance formula by eliminating the 
Cost-of-Living weight. Although affluent school districts do experience cost pressures, the essential 
question is about the division of local and state capacity and responsibility. Wealthy districts have the 
capacity to address cost of living for their personnel, and the state has less of an interest in shouldering 
that responsibility for affluent districts than assuming responsibility for recruitment and retention of 
educators in impoverished districts. Thus, we propose eliminating the Cost-of-Living adjustment in 
favor of restoring the size factor for small districts, which will give small districts additional purchasing 
power to recruit and retain talented educators. 
 

                                                           
22

 TAX STUDY, supra Note 8, at 1 (describing an “ever-widening chasm between forecast expenditures and 
revenues”).  
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The Lobato plaintiffs’ cost study and various academic studies have documented the increased funding 
needed to bring At-Risk and ELL students to proficiency.23 Thus, we propose to expand the weight for 
At-Risk students and English Language Learner students. For At-Risk students, the definition will 
expand to include students eligible for Free and Reduced Lunch.24 The weight will start at 20% of base 
and increase to 40% of base, depending on the district’s percentage of FRL-eligible students.25  
 
ELL students will continue to be identified in the same manner as they have been under the English 
Language Proficiency Act. However, ELL students will be eligible for funding for a full five years, the 
length of time research suggests is necessary for ELL students to reach proficiency.26 Like the At-Risk 
weight, ELL weights will range from 20% to 40% based on the district’s concentration of ELL students. 
Students who are FRL-eligible and ELL will be double counted.  
 
Finally, a size factor will only be available to districts with pupil counts of 4,023 or fewer, which are too 
small to achieve meaningful economies of scale. Size factors will continue to be computed in the 
manner dictated in the current School Finance Act.27  
 

3. State Share 
Ability to Pay Formula: Using a formula that determines the local share of district funding based on a 
district’s ability to pay, other states have equitably and sustainably rebalanced their state and local 
shares of K-12 funding.28  
 
The formula is a three-step process. First, the legislature determines the statewide share that the state 
will pay for K-12 education. For example, the ratio is currently set at 52.5 % state share and 47.5% local 
share in Rhode Island. Importantly, this does not mean that all districts will receive 52.5% of their 
budgets from the state. Instead, some districts will receive more based on their ability to pay, others 
will receive less, and the average across the state will come to 52.5%.  
 
Next, to determine the amount of state aid a district should receive, Rhode Island adjusts a district’s 
property tax base per pupil in relation to the district’s median income level and concentration of Free 
and Reduced Lunch students. Third, districts that lose funding are expected to either increase local 
taxes to make up the difference or to forego the funding altogether.  

                                                           
23

 See, e.g., Patricia Gandara, Julie Maxwell-Jolly, & Russell W. Rumberger, Resource Needs for English Learners: 
Getting Down to Policy Recommendations, UNIV. OF CALIF. LINGUISTIC MINORITY RESEARCH INST. (Apr. 2008); William 
Duncombe & John Yinger, How Much More Does a Disadvantaged Student Cost?, 24 ECON. OF EDUC. REV. 513 (Oct. 
2005); Jennifer King, Meeting the Educational Needs of At-Risk Students, 16 EDUC. EVALUATION & POLICY ANALYSIS 1 
(Mar. 20, 1994); Jay G. Chambers, Educational Cost Differentials and the Allocation of State Aid for 
Elementary/Secondary Education, 13 J. HUMAN RES. 459 (1978).  
24

 A family of four is eligible for Free Lunch if they earn less than $29,965. They are eligible for Reduced Lunch if 
they earn less than $42,643. Income Eligibility Guidelines, U.S. DEP’T OF AGRIC. (Mar. 23, 2012), available at 
www.gpo.gov/fdsys/pkg/FR-2012-03-23/pdf/2012-7036.pdf. 
25

 This method of “concentrated weighting” is currently used for the existing At-Risk weight. See C.R.S. § 22-54-
104(5)(f)(1) for an illustration of how the current concentrated weighting system operates.  
26

 Interview with Sandra Butvilofsky, Professional Research Assistant, BUENO Ctr. for Multicultural Educ. (Dec. 20, 
2012); see also Note 20, supra.  
27

 C.R.S. § 22-54-104(b)(I.5). 
28

 Kenneth Wong, The Design of the Rhode Island School Funding Formula: Toward a Coherent System of Allocating 
State Aid to Public Schools, CTR. FOR AM. PROGRESS 16 (Aug. 2011).  
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The Colorado State Share Formula: We propose to adopt much of the Ability to Pay formula, with some 
crucial distinctions.  
 
First, we will set the state share of total program at 64% and the local share at 36%, which is effectively 
the current ratio in 2012-2013.29 As with Rhode Island, the amount of state share will be determined by 
districts’ median income, assessed valuation per pupil, and concentration of FRL students. Districts that 
will lose state share will have the option to raise their mill levies to make up the lost state funding, but 
no district will have to levy more than 27 mills (the current statutory maximum).30 If a district receives 
more state share than it currently does, it will not be permitted to drop its mill levy.  
 
Of course, moving to a new state share could result in a loss of state funding to some districts. To 
prevent an abrupt loss of funding, we have proposed several remedies for districts that could lose state 
funding (see “Section V. Implementation Timeline” below for additional details).  
 

4. District Allocation 
Transparency: On the transparency side, districts should be required to report costs (including salary 
and benefits) at the school level in the statewide common chart of accounts. This is seemingly the best 
method to determine whether increased state investments in certain targeted populations are actually 
spent on the students for whom they are intended. CDE’s Financial Policies and Procedures Committee 
will be tasked with creating statewide definitions and accounting rules for the new reporting 
requirements.  
 
In addition, we propose the creation of a user-friendly online website that will allow parents, educators, 
and other stakeholders to access the expenditure data and compare the data across schools and 
districts. This has two principal benefits: First, it allows the education system to demonstrate that every 
taxpayer dollar has been spent wisely, thus building the political will for future revenue increases for K-
12 education. Second, it allows districts to compare their expenditures to seek fairer contracts from 
vendors.31 
 
Equity: On the equity side, student-based allocation systems have proven effective in addressing intra-
district inequity.32 The state will attempt to address intra-district inequities by adopting a form of SBA 
through the state dollars that are directed to districts. Under this framework, the state will mimic a SBA 
system by (a) requiring that the state share of At-Risk and ELL weighted student dollars follow students 
to their respective schools and (b) giving principals full autonomy over those dollars. Districts with SBA 
allocation systems that meet or exceeds the state system would be exempt from these requirements. 
 
Autonomy: In conjunction with the state-level student-based allocation system described above, 
schools with At-Risk or ELL students will be granted full autonomy over the weighted dollars provided 

                                                           
29

 Note that the state share formula only applies to total program, not categoricals or the “Additional State 
Supports” listed in sections below. 
30

 C.R.S. § 22-54-106(2)(a)(V). 
31

 In one particularly stark example, one district reported paying almost twenty times what other districts do for 
broadband services. 
32

 A 2006 study by Marguerite Roza found that Cincinnati addressed vertical inequities and reduced horizontal 
inequities to an indexed level of zero by adopting SBA. ROZA, supra Note 29, at 55-56. 
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by the state.33 Principals will have the option to opt out of the autonomy, and they will, of course, have 
the option of buying back district-administered services for At-Risk and ELL students. 
 

5. Categoricals 
For categorical programming, we will seek to increase funding for two programs that have been 
dramatically underfunded. We will appropriate a significant sum for Special Education (this amount is 
still being determined as we work with Legislative Council to finalize the financial projections). For 
Gifted and Talented, we will appropriate an additional $5 million, bringing the total to $14.5 million. 
 
Because of the expanded At-Risk weight and the new ELL weight, the At-Risk Expelled Students and 
English Language Proficiency categoricals will be eliminated and funneled into the SPED categorical. 
 

6. State Education Investment 
As noted in the Lobato trial court decision,34 Colorado has passed a considerable amount of standards-
based education reform legislation in the last decade, but the state has not offered concomitant 
financial support for districts to implement the reforms.  
 
We are mindful of the costs associated with implementing the reforms of recent years. To assist 
districts in implementing these reforms, and to ensure a high-quality education for every student, we 
propose a $600/student State Education Investment (SEI). The SEI will be wholly state dollars and will 
be distributed on a student FTE basis, to be spent at the districts’ discretion. 
 
In reality, the SEI will function much the same as base per-pupil funding. Even so, it should be noted 
that while base funding per-pupil is shared between local districts and the state, the SEI will be entirely 
state-funded and will not require any increase in local funding. As such, the SEI represents a far higher 
gain for districts than a $600/pupil increase to base.  
 

7. Supplementary State Supports 
Concurrent with the increased revenue streams discussed above, we propose the creation of four 
separate funds to give additional support in targeted areas: 
 
Mill Levy Equalization Fund: The Mill Levy Equalization Fund will help equalize local mill levies by 
guaranteeing that any district of 10,000 or fewer students that passes a mill levy of 2.5 mills will receive 
$580/student.35 This solution will address two problems – the difficulty of persuading voters to pass a 
mill levy override and the disparity in the value of mill levy overrides. Providing a state match will give a 
large boost to local school district campaigns because districts can argue that they are making a 

                                                           
33

 Note that this system would not mandate any school-level autonomy over locally-raised dollars. There are some 
districts in which 100% of the At-Risk and ELL dollars would come from locally-raised funds, and the state would 
not require any principal autonomy in such a situation. By contrast, the district with the highest state share of total 
program funding gets 85% of its funding from the state. As such, our proposal would require principal autonomy 
over 85% of At-Risk and ELL weighted dollars, but the district would still retain 15% at the central level.  
34

 No. 2005CV4794, at 46. 
35

 It is perhaps most useful to envision this as a sliding scale equalization. Districts with high AV will raise far in 
excess of $580/pupil and thus will not receive state aid. Districts with low AV will only raise a portion of the 
$580/pupil, and the state will backfill the difference.  
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strategic investment for leveraged dollars. In addition, the state match will bring many districts to 
similar funding levels, thus eliminating some of the disparities inherent to a system that relies on 
property wealth as a revenue stream. Finally, the Fund further compels local districts to work with the 
state in jointly funding our K-12 education system.   
 
Innovation Fund: Consistent with the educator-centric focus of SB 191 and other laws, the Innovation 
Fund will be intentionally designed to open creative pathways for all educators – teachers, school 
leaders, and district officials in district and charter schools – with a focus on expanded learning time for 
Priority Improvement and Turnaround Districts. The School Finance Act will avoid over-prescribing the 
parameters of the program, instead allowing an appointed board within the Colorado Department of 
Education to oversee its administration. Specifically, the board will be responsible for: 

 Creating the funding limits for the grants; 

 Developing the application guidelines for the three types of applicants (teacher, school leader, 
and district); 

 Crafting rubrics to evaluate applications, including a requirement that the board evaluate 
whether applicant districts have already received grant funding; 

 Composing accountability metrics to measure the success of the innovation pilots;  

 Contracting with an organization to provide technical assistance to applicants interested in 
pursuing grants for expanded learning time; and 

 Creating communications strategies to document and disseminate any best practices that 
evolve from the innovation pilots 

 
Mill Levy Election Support Fund: County clerks require many school districts to provide funding for the 
administration of mill levy elections, especially in off-year elections. To support districts, the state will 
provide funds to defray these election administration costs.  
 
BOCES Regional Services: The current School Finance Act appropriates $1.3 million to BOCES for 
regional service delivery. This has proven especially useful for implementation of SB 10-191 and other 
statewide education reforms, and we will retain this structure. Note that this is distinct from the 
Regional Service Areas, which we do not propose to fund. 
 

8. Additional Issues 

a. Charter Schools 
Most charter school funding will remain the same. However, we propose four changes of note: 
 
Mill Levy Equalization Fund: There is significant concern about the sharing of district mill levy and bond 
funds with charter schools. The state has no role in commandeering locally raised funds to the benefit 
(or detriment) of charter schools. However, if districts make use of state-provided funds from the Mill 
Levy Equalization Fund, districts will be required to share the mill levy revenues with charter schools on 
a pro rata, per pupil basis. However, districts will not have to share program-specific mill levy revenues 
with charters that do not offer those programs (e.g., a district would not have to share Full-Day 
Kindergarten mill levy override funds with a charter high school).  
 
SPED Insurance Pools: Many districts require charter schools to pay a flat fee for special education, in 
exchange for which the district provides special education services in a charter school once they are 
needed. Many charter schools have reported that the fees are often far in excess of the charters’ actual 



17 | P a g e  
 

special education needs and expenditures. Districts, for their part, have reported that the insurance 
pool structure removes the incentive for charter schools to avoid taking special education students. 
Because the state pays the entirety of special education categorical funds, the state has some interest 
in ensuring that those funds are spent on the students for whom they are intended. However, the state 
also has an interest in encouraging special education financial innovation at the district level and in 
avoiding abrogation of existing charter-district contracts.  
 
Thus, we propose to prospectively establish a default that special education categorical funds follow 
students to the charter schools they attend. However, charter schools and districts will be free to 
negotiate out of the default in their charter-district contract. This has three principal effects: First, no 
current insurance pool agreement will be abrogated, as the provision will only affect new charter-
district agreements. Second, it establishes a default to which charters and districts can revert if they 
cannot agree on special education financing. Third, however, it also creates the space for charters and 
districts to contract for innovative approaches to sharing special education obligations.  
 
Charter School Institute Schools: The recipients of entirely state-provided money, CSI schools can be 
thought of as districts unto themselves. Because the districts in which CSI schools are located have no 
obligation to cooperate with CSI schools, CSI schools may have limited ability to achieve meaningful 
economies of scale. We propose to make CSI schools eligible for the Small Attendance Center 
categorical as a means of assisting CSI schools in achieving economies of scale.  
 
At-Risk Funding: In keeping with the notion that weighted funds should follow students to the schools 
they attend, we propose that charter schools should receive At-Risk funding based on the actual At-
Risk populations in their schools.  
 

b. Mill Levy Overrides 
Capacity: Because mill levy override capacity is tied to total program, and because the definition of total 
program will change based on the new weights in the formula, we propose equal or greater override 
capacity for all districts. Specifically, mill levy override capacity for operational costs will be calculated 
relative to the greater of:  
 

 Total program under the 1994 School Finance Act, as calculated before the negative factor plus 
categorical programs; OR 

 Total program under the new School Finance Act plus the State Education Investment  
 
Facilities and Technology O & M: Some districts have reported significant costs related to operating and 
maintaining aging facilities and new technology capital expenditures. As these are distinctly local 
decisions and priorities, we propose to allow a new mill levy override category for facilities and 
technology operation and maintenance. 
 
Cost of Living: Because the cost-of-living adjustment will be eliminated, we propose to reinstate a prior-
existing cost-of-living mill levy override. We will remove all restrictions on the prior cost-of-living 
override,36 and the mill levy override will not count against a district’s 25% cap. 

                                                           
36

 See C.R.S. § 22-54-107.5 for the current provisions governing overrides for cost-of-living adjustments. 
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V. Implementation Timeline 

a. In General 
Because of the urgency in addressing the inequity and inadequacy of the current school funding model, 
we propose to provide much-needed additional revenue and implement the new formula quickly.  
 
Upon passage of a new School Finance Act in the 2013 legislative session and a successful ballot 
initiative in November 2013, CDE will begin to set parameters for implementation of the new act. 
Specifically, CDE will make arrangements to begin collecting average daily membership counts in the 
2014-2015 school year. The 2014-2015 timeframe will also provide time to calculate district mill levies 
based on assessed valuation, median income, and FRL percentages during that year. CDE will set the 
state percentage of total program for each district, which will go into effect in 2015-2016 through 2019-
2020. 
 
In the 2015-2016 school year, the new School Finance Act, including the new state share formula, will 
go into effect. In 2019-2020, mill levies will be recalculated by CDE, using the most recent numbers for 
assessed valuation, median income, and Free and Reduced Lunch, to take effect in 2020-2021 through 
2024-2025. Recalculation of mill levies will occur again in 2024-2025, and the process will continue to 
repeat every five years thereafter. 
 

b. For Districts that Could Lose Funding 
Even after increases for Full-Day Kindergarten, ECE, Special Education, At-Risk, ELL, and the State 
Education Investment, we anticipate some districts could experience a reduction in state funding. This 
is principally a function of the state share formula, as these districts have three times the property 
wealth per student and 20% fewer Free or Reduced Lunch students than the statewide median. Despite 
this, their mill levies are half the statewide median, and they still receive close to the same amount of 
state aid that other districts do.  
 
Importantly, these dramatic disparities are chiefly the result of state action, TABOR, and Gallagher. 
Thus, at the same time that the state has an interest in moving toward an equitable distribution of 
dollars, the state also has an interest in assisting these outlier districts in moving their mill levies to an 
appropriate level. Specifically, we propose the following supports: 
 

 Districts that could experience an overall reduction in state funding will be held harmless to the 
extent of the reduction until 2020. 

 For qualifying districts, the mill levy equalization fund will be available to leverage increases in 
the local contribution to total program funding.  

 Districts that lose total program funding from the state will have the option to “drop-in” 
override levies to cover the loss in total program and re-establish their override mill capacity 
through another election.  

 After recalculation of state share in 2019, districts that experience new loss in state funding will 
be held harmless to the extent of the loss for five years, but districts will no longer be held 
harmless for losses in state funding incurred upon implementation of the new act in 2015.  

 However, districts for which the state share formula prescribes an increase in total program mill 
will be prevented from establishing or increasing an override mill of any type until they have 
met the prescribed local obligation to total program.  

 



 

 

Membership  

= Enrollment of 
preschool, kindergarten, 
and grades 1-12. Includes 
SPED preschool and 
single-district online. In 
our proposal, we lift the 
cap on CPP slots, fund 
full-day kindergarten, and 
count every secondary 
student as full-time.  

Average Daily 
Membership (ADM) 

= Membership totaled for 
number of school days in 
averaging period divided 
by number of school days 
in averaging period 

 

 

Adjusted ADM  

= K-12 ADM, which is 
separated out to use in 
the at-risk ADM 
calculation.  

 

Funded Membership 

= Multi-District Online 
and ASCENT ADM + 
greater of: 

(a) current averaging 
period ADM 

(b) average of current 
period ADM and previous 
period's ADM 

(c) average of current 
period ADM and previous 
two periods' ADM 

(d) average of current 
period ADM and previous 
three periods' ADM 

(e) average of current 
period ADM and previous 
four periods' ADM 

 

Appendix A: The Taxonomy of Student 

Count under ADM 


