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NEVADA DEPARTMENT of EDUCATION
Administrative and Fiscal Services

Nevada Revised Statutes {(NRS) 387.1233(2)
Guaranteed per Pupli Level of Educational Financial Support and the “Hold
Harmless” Provision — Proposed Reduction from 2-Years to 1-Year

HIGHLIGHTS

[1] The 2-Year “Hold Harmless” provision {three consecutive years) of DSA payments
to school districts and charter schools based on the highest level of weighted
apportionment enroliment is covered under NRS 387.1233(2).

[2] The hold harmless provision was changed by the State Legislature during the 2001
legistative session from a 1-Year Hold Harmless provision (most recent two consecutive
years) to a 2-Year Hold Harmless provision (most recent three consecutive years). At
no time during the 2001 Legislative session was the Nevada Department of Education
(NDE) consulted on or requested to provide a fiscal impact of that change.

CONCLUSIONS:

From the “Summary Table” the total hold harmless effects under the present 2-year
provision for FY2004 is $4.56 million (column [A]) and $2.96 million for FY2005 (column
{B]), making the total expected cost for both FY2004 and FY2005 $7.52 million (column

[GD)- |

If 1-year hold harmless is implemented for the FY2003-05 biennium, the total expected
savings will be $4.55 million (column [H]), lowering the cost to the DSA from $7.52
million to $2.96 million.

The cost to some of the more rural school districts, however, will be severe and
extensive. These figures are presented on a per student funding reduction in columns
[C]l and {F]. These columns show, for example, that Eureka County will experience a
decline in per student support in FY2004 of $1,022 and $206 in FY2005. The decline in
the effects for most school districts and charters is due to a forecast of continued, but
moderating decline, in these districts’ and charter schools' student enrollment. These
effects tend to take effect more quickly under 1-year hold harmless.

In some cases these funding declines are even more pronounced, particularly for the
charter schools. The difference, however, is in the school districts’ need to maintain
fixed facilities. A greater percentage of school district (versus charter schools)
expenses are in fixed costs, which cannot be easily reduced or eliminated within a 1-
year or even a 2-year time period.

Therefore, we conclude that the change in hold harmiess as proposed from 2-years to
1-year could be significant and damaging to Nevada's rural schoo! districts, many of
which have already undergone severe adverse financial impacts in their operations and
ability to provide a “reasonably equal educational opportunity” (NRS 387.121) due to the
curtailment of mining and other economic conditions.
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NEVADA PLAN
Nevada Revised Statutes (NRS) 387.121

Guaranteed per Pupil Level of Educational Financial
Support

Summary

“The legislature declares...objective of state financial
aid...ensure each Nevada child [receives] a reasonably equal
education...Recognizing wide local variation in wealth and
costs per pupil...state should supplement local financial
ability...in each school district to provide programs of
instruction.. .that offer full opportunity...to receive the benefit of
the purposes for which public schools are maintained...state’s
financial obligation...expressed in formula partially on a per
pupil basis and partially on a per program basis...”

Complete Statute

NRS 387.121 Legislative declaration; Nevada plan. The legislature
declares that the proper objective of state financial aid to public
education is to ensure each Nevada child a reasonably equal
educational opportunity. Recognizing wide local variations in wealth and
costs per pupil, this state should supplement local financial ability to
whatever extent necessary in each school district to provide programs of
instruction in both compulsory and elective subjects that offer full
opportunity for every Nevada child to receive the benefit of the purposes
for which public schools are maintained. Therefore the quintessence of the
state’s financial obligation for such programs can be expressed in a
formula partially on a per pupil basis and partially on a per program basis
as: State financial aid to school districts equals the difference between
school district basic support guarantee and local available funds produced
by mandatory taxes minus all the local funds attributable to pupils who
reside in the county but attend a charter school. This formula is

designated the Nevada pian.
(Added to NRS by 1967, 889; A 1973, 1418; 1997, 1859)
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NEVADA PLAN
and the

Distributive School Account

Nevada Revised Statutes (NRS) 387.1233(2)

Guaranteed per Pupil Level of Educational Financial
Support and the “Hold Harmless” Provision

NRS 387.1233 Calculation of basic support.

2. If the enroliment of pupils in a school district or a
charter school that is located within the school district on
the last day of the first school month of the school district
for the school year is less than the enrollment of pupils in
the same school district or charter school on the last day of
the first school month of the school district for either or both
of the immediately preceding 2 school years, the largest
number must be used from among the 3 years for
purposes of apportioning money from the state
distributive school account to that school district or
charter school pursuant to NRS 387.124.
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NEVADA DEPARTMENT of EDUCATION
Administrative and Fiscal Services

The “NEVADA PLAN” and Distributive School Account

DSA K-12 Budgeting, Apportionment, and Funding Process

The flow chart on the opposite page is intended to portray the State of Nevada’s Distributive
School Account (DSA) K-12 budgeting, apportionment, and funding processes as a series of
“blocks” or modules, representing a continuum in the State's financial support to Nevada's
school districts. The diagram shows that the entire process, from budget formulation to receipt
of funding, consists of four integrated and sequential functions: (1) the budgeting and legislative
approval process; (2) the DSA model/formula equity process; (3) the school district DSA
apportionment process; and (4) a representation of school districts’ overall funding sources.
These processes are integrated in as much as the budgeting process feeds the DSA model
equity process, which then drives the DSA apportionment process. The school district funding
block shows not only the funding provided by the State under the Nevada Plan and DSA
apportionment, but also all other local and federal fund sources.

The first module of funding consists of the formulation and development of the Governor-
recommended and the Legislature-approved DSA K-12 budget process. Factors affecting this
process include base funding levels plus growth enhancements to accommodate school
enrollment increases, salary and benefit costs (e.g., COLA, adjustments on scale, bonuses,
stipends, PERS, medical, etc.), existing and new school facilities (floor space), inflationary cost
adjustments, and the like. This module establishes a basic support level of total funding under
the Nevada Plan, as well as an approved school enroliment level. Together, these two
components established the State’s guaranteed support level on a per student basis.

In the second module — the DSA model/fformula equity adjustments — the statewide average

support level per student determined in the first module is adjusted for a number of equity
issues to account for varied socioeconomic and fiscai differences among the school districts.
Adjustments in this module are typically based on per student comparisons using the cument
school year's weighted apportionment enrollment (see enrollment terminology sheet). The
resultant output of this module is a per student basic support level unique for each school
district. While these per student basic support levels will vary among school districts, the total
funding amount established in the first module cannot be exceeded.

in the third module, the DSA apportionment process, the school district unique basic support
levels per student are then apportioned based on the school district’s or charter school’s “hold
harmless” weighted apportionment enrollment. Therefore, while the equity adjustments in
module two were made using the current year's enroliment levels, the actual apportionments wili
be made on the highest level of enroliment over the most recent three years (current year and
two preceding years). Also added to a school district's funding in this module are the special
education funds based on a specific number of units times a unit cost. Once this amount is
determined (per student guarantee times hold harmiless enroliment), two locally-generated taxes
— local school support tax (LSST) and the $0.25 property tax ~ are subtracted from this total
support level to yield the State’s obligation of the Nevada Plan total support guarantee.

The fourth and final module in the overall budgeting, apportionment, and funding process
represents a depiction of the varied sources of funding for school districts. These sources
include the two locally-generated revenue sources subtracted from the Nevada Plan funding in
module three, plus local “outside” revenues sources (so termed because they are outside the
Nevada Plan guarantee), federal education funds, class-size reduction (CSR) funds, and all
other sources of funds, to include, primarily, funds for capital expenditures and the like.
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NEVADA DEPARTMENT of EDUCATION
Administrative and Fiscal Services

The “NEVADA PLAN"

and
Distributive School Account (DSA)

DSA K-12 ENROLLMENT TERMINOLOGY

Student Enrollment Terminology: As an integral component of student counts, the Nevada
Plan per student guarantee, “building” the Distributive School Account (DSA) budget process
and the apportionment of funds to the school districts and charter schools, the following
enroliment terms are provided.

[1]_Euli Enroliment is the total count of students in public schools in all grades to include
pre-kindergarten (pre-K), kindergarten (K), and grades 1 through 12, inclusive, as well as
ungraded students. Ungraded refers to a student who is enrolled in a non-graded class in a
school for special education or a student who cannot be assigned to a particular grade
because of the nature of his or her condition (NAC 387.111).

[2]_Weighted Enroliment, based on NRS 387.1233(1)(a), is the total count of students (i.e.,
the full enroliment determined in [1], above), with pre-K and K students weighted at 60% of
their full enrollment count. Weighted enroliment includes ungraded students, but excludes
net transfers (i.e., student transfers out minus transfers in) as described below.

[3] Weighted Apportionment Enroliment is the weighted enrollment, determined in [2],
above, adjusted to include net transfers, that is, student transfers out minus transfers in.
Student transfers are only counted between other states, not between other school districts
within Nevada. The weighted apportionment enroliment figure is used to calculate the total
basic support per student, or “Nevada Plan” guarantee, for a given schoo! year.

[4] “Hold Harmless” Weighted Apportionment Enroliment, based on NRS 387.1233(2) and
the “hold harmless” provision, is the greatest weighted apportionment enroliment for the
current year and the previous two school years (i.e., the most recent three consecutive
school years). This measure of enrollment is used to determine the total apportionment of
funds to a school district and charter school for a given year. This tota! apportionment
amount is based on a school district's total basic support per student (which was calculated
using the current year's weighted apportionment enrollment from [3], above) times the hold
harmless weighted apportionment enroliment.

[5] Hold Harmless Enroliment represents the difference between the hold harmless
weighted apportionment enroliment for the most recent three consecutive school years as
described in [4], above, and the current year's weighted apportionment enrollment described
in [3], above. The hold harmless enrollment provides a means to assess the fiscal effects
(i.e., additional costs, if any) of the hold harmless provision of NRS 387,1233(2).
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Timing Issues with Respect to Student Enroliment: [n addition to the student enrollment
definitions listed above, student enroliment counts are also affected by its timing, as described
below:

[1] Estimated Enroliment is a preliminary enroliment count based on the latest year-end or
audited enroliment figures modified by the school district or charter school for enroliment
changes anticipated for the forthcoming school year. The estimated enroliment count is
used to make the first two DSA quarterly payments {August 1 and November 1)} to school
districts and charter schools.

[2] Projected Enroliment represents the enroliment figures used for the annual NRS
387.303 report and consists of the last year's student count {(count day or audited) for the
“Actual” financial information, and the latest school year's enroliment for the “Budgeted”
financial information, which may or may not be the fall “count day” enroliment figures as
described in [3], below.

[3]_Count Day Enroliment is the official, certified student enroliment count taken for the last
day of the school district’s first school month. The count day enrollment will determine the
last two DSA quarterly payments for February 1 and May 1 of the current school year.

[4]_Audited Enroliment is the final official school year enroliment count certified by auditors
and will determine the adjustments, if any, to be made no later than August 25 to school
district or charter school DSA apportionments.

[3] Forecasted Enroliment represents enroliment forecasts made by the Nevada
Department of Education, with inputs from the school districts and charter schools, of
enrollment by grade, through at least school year 2012. These figures are adjusted by the
school district's or charter school's most recent count day or audited enroliment figures and
provide both near-term forecasts for the next biennium DSA budget as well as longer-term
student forecasts used by other agencies, e.g., the Governor’s Office, Budget Office,
Legistative Counse! Bureau (LCB), Legislature, Legislative Committees and other entities
and agencies.

Supplemental Student Attendance Definitions:

[11_Average Daily Attendance (ADA) [National Center for Education Statistics, NCES] is the |

aggregate attendance of a school during a reporting period (normally a school year) divided
by the number of days school is in session during this period. Only days on which the pupils
are under the guidance and direction of teachers should be considered days in session.
(Note: NCES provides this definition, but with the stipulation that a state definition wouid
take priority, as it does with Nevada. See item [2], below.)

[2] Averdge Daily Attendance [Nevadal is the total number of pupils attending a particular
school each day during a period of reporting divided by the number of days school is in
session during that period.

[31 Average Daily Membership (ADM) [NCES] is the aggregate membership of a school
during a reporting period (normally a school year) divided by the number of days school is in
session during this period. Only days on which the pupils are under the guidance and
direction of teachers should be considered as days in session. The average daily
membership for groups of schools having varying lengths of terms is the average of the
average daily memberships obtained for the individual schools.
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