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ABSTRACT

r

.
4

"Pennsyl nia schools-are funded by a complicated state and local.
. 4 .

.

financial part ership. The General'Assembly-has,spelled out, the terms .

... .

of this partnership in school laws.' - School districts are given taxing'

.

authority,to raise funds,to support tIchools.' The state alsoleviei

taxes to support education. State funds are distributed to. supplement
. . .

.funds raised locally and toimitigate the differende; between,school

districtd' ability ip rise funds and their, need"eed flor(funds.

The Basic Instructionill.Subsidy,is designed to support pUblic

schools and to provide that support where the need is greatest. Many

factors could be considered in determining need; some of these are

considered in the formula for, the Basic Instructional SUbsidy.

Oneof the most important factors in determining the cost of

education7-:or need--is the nuMber.of Students to, be educated. 'Therefore,

the basic unit in the Basic Instructional Subsidy formula is the nuMiAr

of:tuden& in a school district or students in average daily membership
,-

(ADM). But it does not cost the, same to educate all students. -"The cost

ik
of educating kindergarten students.who attend schobl'only halfrn day is.

'less than for elementary school students who attend. school a full day.,

!-

It generally costs less to educate an elementary sChool student than it
, . . .

sic

does to educate a secondary school student. Takingrthis differebce of

0

.cost or need into consideration, the Gepral.Assembly has chosen to

. weight students differently for state subsidy purpOses. 'the result is ,

- .

the weighted average daily' membership (WADM), which, is used -in all of .

,

the calculations of the Basic Instiuctional SubWili.
i

,,or,

ti

4
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-While the WADM is the basic,unit for determining needfor money for

education,

).ow wealth

other factors also-determine need. Some, districts-- .
',.

,-- J-N-

districts- -can raise much less money for each student in

s . I
. . .

'thelx schools than other school districtaitan with the same loal tax
- .

.

.

.effort. Therefore, the Basic Instructional Subsidy takes into_consideration
r ..

,

the school district's ability to pay for education.-,-or:its local wealth.
- , .

This is done by comparing the value of the taxable property per WADMrin /

a school district with the taxable property per WADM in the state as a

whole. The result is the market value aid ratio.

In addition to using property as a measure .of wealth, the General

Assembly has chosen to use personal income. Act 59 aiended the, Basic

Instructional Subsidy formula to take into consideration this additional

measure of local, wealth If is done by comparing the taxable personal

income per WADM in a school district with the taxable income per M in

.

.the state as a whole. The result.ishe personal income aid ratio.

To develop an aggregate measure of local wealth, one must add 60

per cent of the market value aid ratio..to 40 per ce6t of the personal

income aid ratio. The result is the market valpe/persdnal.income aid

.

-ratio used in the bAsic instructional subsidy formula.. The aid ratios

reflect an inverse relationShip between local wealth and state wealth.

Thus, a. relatively wealthy district has "a low aid ratio and a district

with relatively' low wealth has a high aid ratio.

The weighted average daily membership (WADM) and relative local
0

wealth.or market value/perspnal income aid ratio measure nee4,1)ut

.

neither accodnts for the cost of education. Another factor is needed in
J'

the Basic. Instructional Subsidy formula to reflect the cost of educating

each student. For many years, the average instructional expense, or a

4

-.2-
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figure set by statute, was used to egtablish."the,cost of educating a
..

student." Most recently that Ifigurecwat0750.

. .

Act 59 both raised that figure and changed the method of computing.

it. Under Act 59, not all school districts' are paid on the easis. of the

same dollai cost Pier inudent, and the specific, dollar figure is not set,

in We statute. School districts earn their reimbursement accordin4 to

the relativve value they.place on education, accordin to the degree to
.

........,
,

.which they ar e willing to tax themselves to sUpporteducatio. School

districts willing to tax theisselves more 4 reimbursed at a higher
--,_

4
.

.. , i.
.

,level per,student.- The highestKlevel or
e

dorlar base for reimbursement
,

9
.

. .

As the state medianinstruction expense. School districts making a . .

41,

- 1.ower tax effatt7i're-assigne a lower dollar base for reimbuiiemenf.

These-factors--nuMber of stcdents.(WADM),.local wealth, (aid ratio),

14;

and per student cost of education (earned base)--are multiplied to

.compute the basic Subsidy which.applie to All school distriicts. Other

. .

factors.which affect the cost of education and need,for state money-do

notaffect all-districts_the same way: .Three additional rectors affect

a school district's total basic instructional subsidy.

.Operating small schools in sparsely, Settled areas geWerally createllii

spe 0 needs. Therefore, -additional state mone?-isk provided these

spar ely settled districts to meet these needs. State payMedts are

added\to the basic subsidy as a sparsity factor or modified sparsity

factor. .. \
P

The goat of edUcating a child in'an urban area is generallyVeater

/

)

. .

than in d'Ylonurban area. This cost-is reflected in the basic instructional

' ,

_
.

'subsidy by the addition of ti density factor qr a super-density.factor:
....

chi
i/4

It generally costs more to educate;a chil from low-income family

39
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fhan it does to educate a child from a

with 'children,from low-income families

4

,

wealthier family. School districts'

often have tb provide more school

services, more eurichmentprograms and. remedial, services. These additional

Costs gre also reflected in the state's determinatiOn"of need. poverty

. factor or auiser poverty factor is added to the basic 'formula, ,to deterAne

a schbol district-'s basic -instructional subsidy:

Each of these actors is described in.moredetail in the following

chapters of this paper.

. .

i

A

A

a

S

$
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the admitistration of the basic instructional subsidy.'

The original 'basic instructional subsidy, Which -is the major aid

provided by the Commonwealth to dfl school districts for the operation

of- -the public school's, was enacted by the General Asseitly (Act 580) in

1966 and was implemented during the 1966-67 school year. "Since the

basic plan wadimplemented, there have been nue ierouOstatutory changes
, 4 4

rS

e;

CHAPTER I

INTRODUCTION

a

This Publication will provide the general public as "well-as the

educational community a summarization of interpretations, policies and

procedures established by:the Pennsylvania bepartment of Education for

'made. Major legislative acts amending

Act 88 in 1971, Act 125 in 1973 and Act

Minor changes were Act 132 in 1969,'Act

the subsidy were Act 96 in 1968,

59 in 1977. Legislation providing

273 in'1971 and Act 373 in 1972.

Consequently, this document attempts to explain all interpretations,'
, ...

policies dad procedures established by the Department of Education
.

during thegast 12 years and the numerous acts.
. .

The reader will note ,that the major thrust of the/basic, instructional

. . . ,, .

subsidy is to,equalize educational opportunity for all;shildren in ,the., .

.Commonwealth. Furthermore, it establisheb a j,pint responsibility between
#

/,

the Commonwealth: and the local school diet cts for the funding *eeded

to accomplish thief goal. It. is imperat ve that this joint effort,

de adequate funding for a quality'supplemented by'federal support, ix

educational system so that each'end,every child in the Commonwealth of

Perinsyl/ania can gain the co etencies needed for a happy and useful

life., .

- 5 - 1
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CHAPTER II

AID RATIO

Ina

The cost of-providing the basic educatiot_of the children of Pennsylvania:

is shared by theCommonwealth and the educating districts. Due to the

disparity of the,distribUtion'or wealth available per child, ah equalization

based on,ability to pay is 'established in the aid ratio. Priorto the

passage of Act 59 the'market value of taxable real estate was the sole'

measure of wealth.' Act 59 adds a new ,dimension to,the aid ratioin thai
60

.40

personal income atsumet a 40 per cent weighting

the basic subsidy, payment. The elements of the

are:

Real Property Market Value
O

a. District (DMV)

'b: .Statewide (SWMV)%

2. Personal Income

4
a. Dfaerict (DPI)

b. Statewide (SWPI) ,

in the.computation of

aid ratio calculation

0

-

3. %..Aid Ratio Weighted Average Daily Membership (4,R WADM) as
r , .

derived from the aid ratio averige daily membership (AR ADM).

-.
.

To 'reflec the equai-eontribution by state aull district, the AR

formulas are as follows:

F.

0

- 6 -

12
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Market Value Aid Rh * 1.0000 -

0

O

District Market Value per AR. WADM R .50

Statmilde Market
,Value-per AR WADM

Personal Income Aid Ratio 1.0000 - District Personal Income per AR WADM .50

Statewide Personal Income
per ARYADM

, The data needed for the cOmputation of the -Ws and the sources of

the datti are as follows:
.

.

. 4
1. The State-Tax Equalization Board (STEB), an

indepenlient 'state government agenCy, is

required by-law to certify botfi the taxable

Market value of real property of each school

district and,the statewide total annually.
J4.. .

The certification is issued each June 30and,

lists the previous dalendar year'.a values4-

. , For example, on June 30t 1977, the STEB
-

\Itertifies the 1976 market values. In some ..

, .

O

I

instances,, the local municipaIiiies may 'grant
..,

,preferential assessments ion 'agricultural

-:properties under the provi,apps of clean and

In

green acts., For preferentiaZ.assessments . A,

o *
.

.. p .

4 S'

granted under the proVisionscof Act 515 4969);
. , e

the STEB uses the preferenti41 assessment-to -- '

establish the market .value andincludes-these

market'values in the district and statewide'
. .

. .

_ totals.' or preierent$al amiessinelits !Anted
- ,

2!:

-

13
4
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sunder the provisions of Act 319 (1974), as

amended by.Act 68 (1976),'the STEB'uses the

preferential assessment to establish the

market value for the district total, but

to establish the .statewide total market

value, STEB uses the regular assessed

value under Act,319. For the purpose of

calculating the AR, the'district market .

value, is calculated on the preferential

assessment, and the statewide market

value is calculated On the regular.

assessment.

2. Section 2501 (9.1) stipulates that a school

,district's personal income valuation for purposes

of basic instructitm subsidy reimbursement to a'

school district under subsections (D), 0), and

(F) of Section 2502 and,Section '2592 shall be

the valRation of the total taxable income determined

under Article IIDof the Act of March 4, 1971

.(P.L.,6, No. 2), known as the "Tax Reform Code of

1971." The Secretary of Revenue will annually

f ,

certify eaeh oastrices personal income and .

. .

the stateside total.to the Secretary of Education.

3. The Weighted Average Daily MeMbership (WADI)

as derived from attendance' records, compiled by

the school, districts and reported to the .

DepartmeMt of Education. A member (student

/

t

0

.>
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(

.41

in membership) is a student belonging to a

district required to provide for his/her
0

education. ,This would include students

'attending district schools, area vocational7

technicai schools, intermediate.uAit-operated

out
o

special classes, and other districts in.or ut . .

4

of state. District students attending nonpublic.

schools.are not included, nor are thoie

handicapped tudentilgatten ng approved private

achools,.for'which the etate pays 75 per cent

of the tuition and/or maintenance.

Since die WADM is derived from the ADM, it is important that the

,

reader first understand that the'ADM of a School district is computed as

f-ollows:'

'

1 member be;onging 1 day equals 1 aggregate day of membership.
Total aggregate days of'membership divided by total days id.%
session equals the ADM.

BecausL the school laws of Pehnayavariia require a minimum if 180

.days of in ttliCtion, the Department of Education has adopted a policy

which cre teS two ADM s. They are:

The AR ADM is

1. .Aid Ratio ADM (AR ADM).,

2. Subsidy ADM (4,ADM).
A

calculated by dividing the total aggikgate daksby,

.the.actual days in saion. The AR ADM is used_for both.the calCurations
.4.

of a district's AR and 'a district's entitlement to 4 assistance
00

grant on account of low income families (Super Poverty).

-.
, The S ADM, which is used todetermiiiiEthe basic ,payment and*Payments:,

. <7
.

for sparaityand density, is calculated the aggregate daYS

I
,by 180 days or the actual days in session, whichever isgreater:

ti

k_



The determinatidn Of WADM3s (which applies to .both ADM's described

' above) is accomplished by weighting theADM's as follows:

ADM .weighi

Half-time Kindergarten .5

Full -time Kindergarten 1.0

Elementary 1.0

Secondary. 1.36 '

° The secondary weighting of 1.36 is based on the assumption that it

is -snore costly to provide a. secondary program of education.

,f \ r _
-..-

" The secondary level may beein at the se;-*enth,grade as long as the.,

, 7 ,

_

focal district provides an approved secondary curriculum.

The subsidy WADM's__(SWADM's) certified in one, year are computed by

using the attendance data from the prior school year. For eiample, the

$WADM's certified 92.976-77 are, the product of t4. 1975-76 school year

attendance r'pords.
t

The,. ADM's represent two year lag in'aitendance data. Fot

M's certified in 1976-77 are a product of the 1975-76

nce records and are used for the computation f the

example, A4?A

school year attend

:AR for the 1977-78 payments. To further clarify this lag in attendance

data, the following example is presented:

The 1975 MgrketIhalue, certified by,STEB on

June 30,1976, is combined with *1975-76

AR WADM's. These data are certifi d by

the Department of Education in Januery, 1977

to,,,Opmpute

mentEto be

the MV AR/WADM applicable to pay-
'

made during the 1977-78-school-year.

- 10 -
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The 1975 Personal Income (PI) is certified by

th4-Secretaryor.Revenue 111'1977, and is

combined with the 1975 -76 AR WADM's.
v

These data areoertified by the Department of
A -

.EAuci.tion in Janbary, 1977, to compute the.

PI AR to be used as paff'of the MV/PI AR

applicable to paymgnts'to
.

be-made during the
."

..97.74-78 school -year.

pe.

f.'

Each district's in' inverse proportion.,to te64441 property

4

,market value or personal income perAR WADM:to the--statewide average

market value or personal income per statewide AR WADM. This equalizing

process recognizes that.aot all districts have equal wealth in taxably
.,...,,,

-1.,:-
.

.

rear operty 'or personal
t

income to pto<tide each chi d a
-

basi4 education.
ts,

- ..- %-, '., 01- : Ir-4...
,

ille%1 ss wealthy receive the higher AR The AR is really a'mervinism to

. :-
/ i . _

reduce the disparity in expenditures.
,

''.1k.

4. '4i7

O

cs.

1' 11
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Sample Computations:

,

'..MARKET VALUE AID RA I0

Statectide Market Value/Aid Ratio WADM

#1 DistriCtliarket.Yalue/Add Ratio WA

#2 Districit.Market Value/Aid Ratio W .

#3 District Market Value/Aid Ratio

District' #1:

,

,(SOMST/AR W 430,000

ORIV/AR WADM $15,000

(UMV/AR'WADM) $30,000-

(NIV/AR WADM) $45,000

= 1.0b00 - WARM x .50

Wily/AR WADM

#
MV AR, = 1:0000

if.(6,4

4

5 000 x .50
30,0q10

MV o 1.0000 ..50 x ?50

4

'14/1 'I. 0000

MV AR = .7500

District #2:

1..0000

.2500 "t_.

30,000 , .50

30,000,

AR = 1.0000 1
,

.50

MV AR 1.00004 -5000

MV AR .5000

.

- 12 -

,18
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District #3:

1 MV AR = 1.0009 45,000 x* .50
30,000

NV AR = 1.0000 1.5 x .50

MV AR = 1.0000 .7500

MV AR = .2500

.e

ti

1

24.
>tT

13.

19

at

t

:"41
a '0.

ti



PERSONAL INCOME AID RATIO N

The personal income aid ratio, (P1 AR) is computed in much the same

igayesimply by ,substituting district and statewide personal income per

O

aid ratio WADM into tht formula.,

If, in either the MV AR or the P1 AR, a district's percentage would

drop below .1000, the AR will be certified at.1006.

,After both the MV AR'and the PI AR are computed, asMV/PI AR is

computed for each district.

MARKET VALUE /PERSONAL INCOME AID RATIO

5

The MV/PI AR of a school district
.

is calculated by adding '60 per
.

combining the, two Alis'is:

MV/PI AR. (.6 xt MV AR) +

, .
.

x PI AR)

The following.is a computational example-, ich illustrates the

M 'PIA

Sample CompUtation

Malcet VAue/Aid RAfio WADM

istrict MarketrIfalue/Aid Ratio WADM,

Statewide Personal Income/Aid 'Ratio WADM (SWPI /4R WADM)

DiirictPeraonal Income/Aid Ratio WADM . (DPI /At WADM)

(SWMV/AR WAD

(DMV/AR WADM)r

n.'

a

$36,06,

$15,000

$20,000

$12,000

4:

r



Computation of Market Value Aid Ratio:

MV AR = 1.0000 -

MVAR = 1.0000 -

DMV/AR WADM x .50

,SWMV/AR WADM

x15,000 .50

,30,000

4,..

.50 x .50
I

MV AR = 1.0000 - .25,00

MV AR = .7500

Computation of(Personal Income Aid Ratio:

, '

-
.

PI ,AR -' 1.0000

PI AR = 1.0000

PI AR = 1.0000

PI AR = 1.0000

PI AR .7000

-

-

k

.4s4

4.

DPI/AR WADM .50

§WV1/AR WADM )'
4

12,000 x .50

.20,000

60.

- :3000

.7- 15 -

4 21

4

x .50

.



I #

Comietstion of Market Value/Personal Income AidtRatio

, 4 ;

MV/PI AR
0
== .6 x MV AR .4 x PI

MV/PI AR,

'-es

, MV/PI AR

MV/PI AR

S

.7500 + .4 x .7000

.4300 42 800

.7300

L.

22
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CHAPTER III
,

\TRE INSTRUCTIONAL SUBSIDY BASE

A. Co onent D thew Base

-ms

Since.Act SHO (1966) established the basic,ylan fox the state

support of public schools, there have been many statutory changei.

The most signififfnt of the changeslwerethe adjustments to maximtim

\

reimbursable in4ruction expense. This amount at the Inception was

400 per pupil in weighted average daily membership and was gradually

increased to-SitNper pupil s weighted average daily membership

for the year beginning July 1, 1973. Act 59'(1977) has made substantive

changes in the basic plan. AlAough,the method of arriving at the

cost per pupil in weightedaverage daily membership is retained,

,

the method of-calculating the basic grant is. substantially changed.:
.

'The component parts of the basic grant are identified and defined

as fSlows: e-

1. Actual Instructional Expense per Weighted Average Daily

Membership, (AIE/WADO, as defined in-Section 2501 (11.1) of

the `Public School Code, is the quotient of the net actual

instruction expense,(AIE), a cost-derived from the annual

financial report.of the school district, divided by the subsidy

weighted average daily membership {SWADM) of the school district

C
for the same year the costs were.ineurreL

The%comptitation is made by first computing the total instruction
-/ /-

expense. Ibis/tOtal includes all expenditUtes of the general fund 14° .
the school distridt with the exception olf, the accounting series for

4

.
Its

health seryleeti, transportation, capital outlay and debt service, and' any °

t

-intersystem payments (outgoing transfers) to tommunitycollegesor

technical institutes foi postsecondary education.

1 17 23
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To arrive at the net instructional expense, deduct the following

' revenues from the -total instructional expense:

\ a. Local revenues representing tuition paid by 1:,rents.

O b. State payments for special lertion, vocational educatO,_

44
student'and adult driver education, vocational education of

the unemployed, and matching funds for federally-funded programs;

c. All revenues received from the federal government, except for

those provided under P.L. 81-874 for impacted aid or Section

.

7-A for loss of tax revenue'due to natural calamities.
.

. .-

'# d. Incoming. transfers from other districts, because they represent/ft.,

49

tation payments or reimbursement of instructional expense to .

..'''

the educating district. A

All statestate and federal revenues deducted from total,instruatnnal'
I.

( ,
,

.
I ,.,5---,

, , '-:
4..dexpene)a are further adjusted so,that no deduction is-made from the total

4-:-S
. i --,= , ;

.

,

instructional expense for that portion of the'state or federal grant

a

expend in an accounting category not originally included in the total

6 .

instructional'expense.,

The formula is.statecras:-AIE/WADM = AIE 4 SWADM

The SWADM used in the AIE/WADM calculation is derived from the

subsidy_ ADM. Thetis the tota l aggregate days of member'ship divided by

180 days or the days in session, whichever is greater.

2. Section 2501 (12.1) added by '.4ct 59 states that Median Actual

Instruction Expenietper Weighted' Average Daily Membership

1

.(MAiIE/W1DM) shall be :the AIE/pWADM for which an .equal

number of districts Are above and below for that year. Section,

2501 (12) states that the kAIE/WADM, ; ounded to the nearest
40-

betopes tie maktum amount of reimbursable instructional

ti



4f.

N. "

f

.0.

'a-

expense. Section 2501 (12) aldo fequires.the 96"cretary, of

Education .to certify the MAIE!WADM for the school year beginning

.
. ;

-' Jvly'i, 1976, and ditch year thereafter. Inasmuchas the;. , .

median cannot bedetermined until all annual financial repots
,

are analyzed; submission of the report by each school district--;

.1 & 4
as soon as possible or no later than October 307-becomes a

. .
. '

necedsity.

,- .

\e. , .

. A new factor in the lAisic grand computation is thelmeaiure of

each district's tax effort, Section 2501 (9.2) refers to this

. as 'Equalized Millage (EM) and defines it as 'the' amount of

local school taxes collected during the year for which reimburse-
2'

4

ment is being computed, divided by the most redeqt real property

valuation ofthe schoordistrict." For example, a school

district's equalized millage used in computing payiente undF

the Section 2502 (D) basic grant and the 2502 (E) minimum

IP payment for 1977-78 shall be b'Ased on all taxes collected /

during-1976-77 (year for whiz,dh the district is being paid)

divided by the most recent real property valuation of the

. school district (State Tax14plization Board's certification'

4 of the 1976school district market values as of June ao,

1977). 3hus, each school dis-trict's equalized milldkzis
i

computed as follows:.
.,-
.,-, . _

`EM.applionble,for 1977-78 paymenti = 1976-77 Taxes Collected 4 1976-STEB M/9.4.
, ..,

-4. , Median ualized Millage (MEM,according to Section 2501
--r-----

I

*

(9?1), shell be calculated annually by theSecretary of Education;

. '

Tiviii,shal be an equalized millage:for.which an equal number

of'districts are above and belotiffor zbet year:

.19 -
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The following factors are used to ca late each district's

"base-eained for.reimbursement" (BER) described in Sectfbn.

2501'(17.1) (I, II, III, IV and:V):

. .ACtual Instructional Expense per Weighted Average Daily

Memberstyrp, (AIEAADM)
.

.Median Actual Insiructional° Expellee per Weighted Average

e.

. .

Daily Membefthip (MAIE/WADM) .

.Equalized Millage (EM)

.Median Ualized Millage (MEM)*

Each district will be paid On the BER, or it's AIE/WADM, whicheVer

is less. The maximum-base earned for'reitIbursement in-any

MAIE/W4DM rounded 'the nearest $0. Adistrict can be paid only on

this maximum BER if its equalized millage (EM) is RI Pei cent orr more

.44.11.1

above the median equalizedmtllage (4EM);
;

rounded to. a whollod The
c0 v A

maxiimumPbases earned for reimbursement are determined as f9llowst:

N

Et

Base Earned for Reimbursement (BER)

MAE/yADM to nearest $10 (maximum BER)

sMaximumBER
1.4743s-$50°

Maximum BER.
Legit; $100

Maximum. BER

Les $150.

Maximum BER
Less $200

-v

,20

7.7

Tax Effort

',003% above median,

15o0.729.92
aboVe akaan ;

14.9% above 6.1
14.9% below median

X5.0 - 29.9%
below median

30% or more':

below median



B. Formula for Payments on Account of Instruction

A

Section 2502.(D) has been changed, by Act 59 (107) to read as

fol1ows:

For the school year 1976 and 1977 and each school

year thereafter, each school district shall hk paid

0

by the Commonwealth on account of instruction of-
,

the district's pupils,an amount to be determined

by multiplying the Market Value/PersOnal Income Aid .

Ratio (MV/` 1"AR) times the Actual Instructional Expense

per Subsidy Weighted Averge Daily Membership (APE/WADM)

or by the Base Earned for Reimburgement (BER), whichever
.

1, ..-,. k\ -
.

, -

is lesser, and by the Subsidy Weighted Average Daily Membership

, ..

(SWADM) for the district.
. -

Thus, if a district's payment data were:

Market Value/Personal Income Aid Ratio (MV /PI AR) .5000

Actual Instructional EXpense per WADM (AIE/WADM) $950.00

Base Earned fot Reimbursement (BER) 920100'

Subsidy Weighted Average paily Membership (SWADM) - 4,000
'"..r...4.4--

ter

Thelormula would be:

...,
Payments on Account of Instruction = BER &.MV/PI'AB X WADM ,

'4'_.....,

OR

$1,840,000 -= '$920 x .5000 *4,000

However, if.ehe district's Actual Inst uctional Expense per Weighted

Average Daily Membership'(AIE/WADM)had been $910, the computation would

have been as follows:
:

Payment on Account, of Instruction = AIE/WADM x MV/PI AR x SWADM:

$1,820,000 = :$910 x. .5000 x 4,000
es

-4

I.

O

44,
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C.- Exceptions and modification of the basic grant program

As with all basic subsidy legislation, there are provisions to keep
.,/

districts from incurring reductions fr n a prior haSe or dropping below

a certain level of payment. These clauses are referred to by many

terms. The ones prevalent in Act 59 are as follows:

The 197-1-72 Guarantee. Section 2592 of the School Code provides

-

that f9r each district a guarantee would he computed as follows:

The school district's 1971-72 payments ,per pupil'

under 2502 (d), payments on account of instruction,

or 2502 (e), the minimum payment per pupil, whichever is

applicable, plus any amount paid. under 2502 (g), the

1971-72 boot strap payment, divided by the district's

1920 -71 WADM:

If under the.provisions of SectIon 2502 (d) or 2502 (e) as amended

by Act 59 (1977), a district's payment per pupil under these sections

were to be less than the 1971-72 guaranteed payment per pupil, the 1971-

72
1 ,

gurantee will be effective.

2. The Hold Harmless Clause: of'Act 59 provides that any district

that woj1d,receive a lesser payment under Sectibn 2502 (d)

.base (e) minimum (f) density or sparsity and 2592, 1971-72

guarantee because of the application of the Market Value/Personal
\

Income Aid Retie (MV /PI AR) .(:) the aiisliption of the Equalized

Millage (EM) to the Base Earned for Reimbursement (BER)` shall

be held harmless. In such case the district will receive an

amount .no les.tban it would have received during 1977-78.-

under the provisions of the code...prior-to Act 59 passage.
6 )i
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This hold harmless clause is apVlicable only to, payments made

in 1977-78 for costs incurred in 1976-77.

3. The minimum payment provisions in Section 2501 (15) state that

no district will receive less per pupil than--10 per cent of

the district's actual cost of instr ction (AIE/WADM) OR .10

per cent of the bgse earned for reimb semenOBER), whichever

is less.

0k
. The minimdT

-1,

payient provisions are further expanded to read that if

a district's Actual instructional expenses per weighted average daily

membership (AIE/WADM) is more than $200, below the base earned for reimbursement

(BER), but its-equalized millage (EM) is greater than 15 per cent below

the mediad equalized millage (MEM), the district reimbursement will be
4

$200 below the rounded median actual instructional expense per weighted

average daily membership (MAIE/WADM). This is known as a "boot strap"

clause. Unlike past boot straps, it-is effective annually.

A

4

41,
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CHAPTER IV

DENSITY FACTOR

Density factor payments are special, payments:to school districts

-
with high dense populations which, generally cause higher expenditures

per pupil. The authcirization for these paymentimay'be found in Section

2501 (16) of. the Public Schpol Chide of 1949. '

The following details the criteria used for district qualification

for the several types of density payments:

1. Density Factor (Full Density)

A density factor shall be assigned for those school districts

that have,a population exceeding 10,000 per square mile, as

.-
determined by the Secretary of Education from .the most,recent

, .--.
.

records 0 the United States Census-Bureau. However,-these

qualifiCation data bust be forwarded to'the department on-the

application for such payments

2. Modified Density.

Any school district assigned a density factor for any prior

year but which currently'has a population of 10,000 per Square 4
0

mile-or'less,shall be eligible'to receive a modified Aerisity

payment in ratio to its population per square tile7to 10,000.

Any reorganized school district which has, as a component, a'

former school ,district that had been assigned a density factor_.

for any schlol year priorto/the reorganization and hall a

*population per square miles of 10,000 or' less shall be eligible

fora modified densitypayment in ratio to the new district's

population per 14mile to 10,000.

4



3. Density Factor for Large Districts (Super-density)

Super-density shaft be assigned to those qualifyingtschool

- districts with a weighted average daily membership of 50,000 / -7///

or more.

- c

4. Density Factor for Large Districts '(Modified Super-density)

Modified super-density shall be assigfibd to those

school.diSiricts with a weighted average daily membership of

, 50,000, or more in ratio to its population per squefe mile to

.10,opo.

Density factor payments are not made to school districts unless the
ti

ao

proper forms fpr such payments are filed with the department. It is the

responsibility e chief school administrator to initiate the necessary

ttctidn to determine the eligibility of the school district for these

subsidy payments. To qualify for payments, school districts musticomplete,

have notarized, and,file all required forms with the Bureau of Educational

Adminigrfation and Management Support Services. (These forms are available
s,

on reqbest from.the bureau.)
-

School district population is determined from the most recent

records of the United States Census Bureau, includingsspeciA censuses.

Their area in square miles thust be certified by a civil engineer licensed

in Pennsylvania.

"!Inland waters" are to be excluded' in determining area in square

miles to be eligible for density or modified density. Ponds, lakes., or

- similar areas, to be counted.as inland waters; must. each 'contain 40

acres or more; each stream and canal must be one-eighth mile Or more

,Wide to be counted. (Tbis does not mean'i cumulative area. Each

individual pond, lake, etc. must be 40 acres or more to be counted as

-25-
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,.,
..

.

inland water. The average distance,acrops'a stream or canal is to be ti,

. used in determining width.) ,
...

..N

-All other, areas are tabulated as land with the exception of "water

other than inland water." Much of the water adjacent to states and

falling under their jurisdiction does dot belong to any particular

county or municipality. School districts are,not permitted to claim

"water other than inland water" for density or sparsity computation

purposes. r

The.folldwing explanation will help the reader understand the three

distinct computations relatiMg!to payments for density 'and modified

Section 2592 of the School Code of1949 provides

that each school district shall be paid, in addition,

toreny other subsidy to which it is entitled, an

amount for density of population. This amount

shall bepaid on account of expenditures in

excess of $400 per weighted average daily membership,

'not to exceed $250. To determine the amount to be

paid,.multiply the excess expenditures (for all

districts in-the Commonwealth this is now $250)

by tile market value/personal income aid ratio

or.by .375, whichever is greater, 13y,. the subsidy
Af

weighted average daily membership.

A school district entitled to a'payment for density
0

of populWl_mayl..4p lieu of the above payment,

elect.to be paid for such additional excess

'

expenditures exceeding $400 on ,the besis'of,

a sum of $30 per subsidy weighted average.daily

membership.

26 32
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School districts usually receive more subsidy using

the formet formula.rather than multiplying $30 times

the.subsidx weighted average daily membership.

The f011owing are sample calculatio4.s of the various methods of

computing'tbe afferent density payments:

1. Super-density - Population per square mile exceeding 10,000 and a

weighted average daily membership in excess of 50,000

General Population - 1,948,6.09:

Area In Square Miles 129.714
.

Actual Instructional'Expenditure/WADM - 1,165.00

Subsidy WADM 66,389:250
.

Population/Square Mile = General Population 4. square Miles

Population/Square Mtle 1 1,948,609 4 129.714

Population/Square Mile = 15,022

Super-density Payment AIE/WADM .23 x SWADM

Super-density Payment $1,165 x .23 x )56,389.250

,

Super-density Payment = $17,788,999.54

2.' Modified super-density - Ratio of popuration per square mile to

10,000 and a weighted.average dartmembership in excess 'of 50,000

General Population - 545,000

Area In Square Miles,.- 62.250 0-

Actual Instructional Expenditure/WADM - $1,165.00

Sublidy WADM - 66;389.250
oA

Popula on/Square Mile = General Population 4 Square Miles,

POpu ation/ypaiernle = 543,000 tr" 62.250

-Population/Square Mile =8,722.8

Modified Super-density Per cent = Population/Square Mile 4 10,000

Modified Super-density Per cent = 8,722.8 f 10,000

Modified Super-density J)er cent = .8723

_33
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Computation

Modified, Super-density Payment = AIE/WADM x..23 x SWADM x rifled Super-density
per cent

Modified SUper-density Payment = $1 165 x x 66,389.250 x .8723

Modified Super-density Payment = $15,517,344.30

3. Density options - Population per square mile exceeding 6,000

. -

General Population 60;000

Ar ea In-Square Miles ,,- 5.000

Actual Efistructional Expenditute/ADM - 000.00 _%.

Market Value/Personal Income Aid Ratio .3425

r

1

r.

Subsidy WADM's - 14,578.400

Population/Sqpare Mile .= General Population 4 Square Miles

Population/Squw Mile = 60,000 4- 5.000

Population /Square Mile = 12,000

Computation 1

Density Payment =

Density Payment =

(maxAIE/WADM - $400 (max mum elicessi$250) x MV/PI, AR x SWADM

$250 x .3425 x 14,578.400

Density Payment = $1,248,34e.39

Computation 2

e
Density Payment = A1E/WADM

/
- $400 (maximum excess:$250) x .375 x SWADM

) k
Density Payment = $250, x .375--x 14,578:400

,e(

Density Payment = $1,366,725.00

Computation 3

Density Payment = SWADM x $30

Density Payment = 14,578.400 x $30

Density Payment = $437,352.00.

11011041;
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4. Modified density okii4 - Ratio of4p6pulation per square mile to 10,000

General Populations - 24,000
1/4

Area In Square Miles - 3.000

Actual Instructional Expenditure/WADM - $1,200.00

Market Value/Personal Income Aid Ratio - .4350

Subsidy WADM - 7,986.205

. Population/SquareMile = General Population 4 Square Miles

Population/Square Mile = 24,000 4. 3.000 .
Populaion/Square'Mile ,= ,8,000

Modified DenSity Per cent = Population /Square Mile 4 .10,000

Modified Density,13 cent = 8,000 10,000

MOdified Density Per cent = .8000

Computation 1 .

Modified Density Payment = AIE/WADM - $400 (maximum excess $250) x MV/PI AR
SWADM x Modified Density Per tent

Modified Density Payment = $250 .4350 x 7,986.205 x .8000,

ModifiedrDensity Paymen = $694,799.84

Computation 2

Modified Density Payment = AIE/WADM- $400 (maximum excess $250) x .375,E SWADM
x Modified Density Per Cent '

.*

Modified Density Payment = $250 x .375 x 7,986.205 x .8000
44;7-

Modified Density Payment = ,$598,965.38

t,

Computation 3'

Modified Density Payment = SWADM -X $30 x Modified Density Per Cent'

. -

Modified Density Payment = 7,986.205.- x $30 x .8000

Modified Density Payment = $191,668.92\
)

0
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CHAPTER V

SPARSITY kCTOIL

;

,

Sparsity factor payments are special payments to school districts
4

that'ere sparsely populated aniehich as-a result have special needs.

The authorization for these payments can be found in Section 2501,-0.7?

of the Public School Code of 1949.

e

A

:rhe following gives the criteria used for, district qualification

fOi either spars ty or modified sparsity p4ent:

-
1.

r
Sparsity Factor

A sparsity factor shall be assigned for those ,pchool districts

that have a population of less than 50 per square mile, as

determined by the Secretary of Education-from hd most recent'

records of the United*States Censu Bureau.

2. Modified Sparsity
sr

School dietric.ts that have A population of at least 0 per

square mile but less than 100 per square mile,. as-determined

by the Secretary of Education from the most recent records of

the CeneusBureau, shall qualify for a modified sparsity

41000

payment. 'Sparsity factor payments are not made, to school

. .

districts unless the propec_forms for such payments .are 'filed

S C

t-,

the department. It iethe responSibility of the chief

admit lstrator to initiate the necAssary.actic;ntoA.
, ,

-4

. determine the eligibility of the school district'for these

subsidy payments. To qualify for payments, school. districts

. ,

must complete, have notarized, and file all required forms

I

with the Bureau of Educational Administration. Ind Management

-3036
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Support Services. (These forms are available on request from

tht-bureau.) P,...

School d strict population is determined from the most recent
r

records of the United States Census Bureau, including special censuses.
. .%

, Their area in square miles'must be certified by A civil engineer licensed

in Pennsylvania. Inland-waters are to be included in area in seare

miles. Please refer to Chapter IV for the definitions of "inland water"

and "water other than. inland water7"-- - /
0, -

The following explanation will help the reader understand the three

distinct computations that relate to payments for sparsity and-modified

sparsity:

Section 2592 of the School Code of 1949 provides that
0

each school,district shall,be paid, in addition,to

any other subsidy to which tt is entitled, an
4

amount for sparsity of population. This amount

shall be paid for expenditures in excess of $400

per subsidy - weighted average daily memb ship,

not to exceed $250. To determine the amount to-be

paid, multiply the excess expenditures by the market

value/personal income aid ratio or by .375, whichever

is greater, by -the number of subsidy-weighted average

daily membership.

A school district'entitled to additional payment

for sparsity-ofpopulaion may, in lieu of the

above payment, elect to be paid for such additional

.excess expenditures exceeding $400 on the/casis of
4

a sum of $30 per subsidy - weighted average daily

membership.
- I
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School districts usually receive'more subsidy

using the'former formula rather than multiplying

$30 timesthe'subsidy-weighted average daily

membership.

Modified sparsity payments are calctilated by

:7sutoNtracting from 2.00 the,quotient of the
- ;

'distict's population per square mile divided

-

by sa and multiplying tha amount to which the district would

Vhave been entitled had its population per squve mile been
ti

.,less than 50.-

The following are sample calculations oS4he methods used, to

calculate sparsity and modified sparsity payments:

1. Sparsity options Population persquare mile of less than 50

General Population - 8,650

Area In Square Miles - 344.200

Actual Instructional Expenditure/WADM - $850.00 4

MarkeE-Value/Personal Income Aid Ratio L .7389

Subsidy WADM's

POpulation/Squire Mile, =

PopuiationtSquare Mile =

Population/Square Mile =

Computation 1

-

-General Population = Square Miles

8,650 t 344.200 f

I

Sparisty Payment = AIE/WADM - $400 (maximuM excess $250) x MV/PI AR x,SWADM

2
Sparisty Payment w'$250 .x .7389 Y 2,270.234

Sparsity Payment = $419,380.33

Computation 2

Sparsity Payment

Sparsity Payment

= AIE/WADM - $400.(9eximum excess $250) x .375- x SWAM

= $250 x .375 x 2,270.234 96

Sparsity Payment $212,834.44

- 32 --38
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.Computation 3

Sparsity Payment =\SWADM x $30

Sparsity Payment = N2,270.234 x' $30

Sparsity Payment = t68,107:02

2. Modified sparsity, option, - Population of at least 50 per square mile

4

but less than 100 per square mile

General Population -\6%-415
i.

. ' \

Xrea In Squareltiles 85.300
- 00

Actual Instructional Expenditure/WADM - $825.00

Market Value/Personal Income Aid. Ratio - .6451

...-Subsidy WADM's - 1,408.825 . ' e

Population/Square Mile = General Population, Square Milet

.Populltibn/Square Mile = 6,415 + 85.30G

Population/Square MiIe = 75.2

Modified Sparsity Per cent = 2.00

0

Modified Sparsity Per cent = :00

Modified Sparsity Pei cent =

Modified Sparsity Per ce

Com utat on 1

= .5

Population/ qbare'Miles + 50'

75.2 -I- 50

- 1.50

a

-

elModified Sparsity Payment AIE/WADM - $400 maximum excess $250) x MV/PI AR
x SWADM x Modified Sparsity Per cent

Modified Sparsity Payment = $256 x .6451 "x 1,408.825 x .50

Modified Sparsity Payment =1113,607.65

A

I
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Computation 2

Modified SpAtsity l'aym n = AIE/WADM - $400 (maximUM excess $250) x.:371
:3.

x SWADM x Modified Sparsity Per cent

Modified Sparsity Payment = $250 x '.375 x 1,408.825 x .50

Modified Sparsity Payment

Computation 3

Modified Sparsity Payment

Modified Sparsity Payment

Modified Sparsity Payment

.77

T

RAL

0

,
V

110

= $66,0,38.67

= SWADM x $50 .x Modified Sparsity Per cent

= 1,408.825 x $30 x .50

= $21,132.38

s

a
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,. CHAPTER,VI

PAYMENTS ON ACCOUNT OF POVERTY

Each-school district'in the Commonwealth receives payments on
e

account of low-income families. These payients are computed for all

-districts,' except districts of the first class and of the first class A,

by multiplyihg the number of children of low- income families in the

district (commonly called'poverty pupils) by-$20d. Payments are computed.

for districts of .the first class (Philadelphia). and of the first class. A

(Pittsburgh) °by multi lying the numberof poverty pupils in the district
f

by $165.

Children of low-income families 1:aefined as'follows; (1) children

aged 5*to 17 years, inclusive, in the district of families haviig an

..annual income of less than $2,000; (2) children aged 5 to 17, inclusive,

in the'district o families receiving grants in excess of $2,000 from

the Commonwealth for payments on. account of dependent children under
a,

Title IV of the' Federal Social Security Act. The latter are commonly

called Aid to Families of Dependent Children (AFDC's).

The number of children foi each district in category (1) above is

determined from the 1960 or the 1970 U.S. census, whichever is greater.

'-The numberof children for each district in category (2) above is

determined frOmthe reCordd of the Pennsylvania Department of. Public
4

'

Welfare. Since'the casOload fluctuates constantly, the number of

AFDC's for each district is determined by including all eligible children

in cases.on'the records during the month of October ofthe school year

preceding the year for which the payments are made. :Each district is

Am.
guaranteed that, the number of AFDC's shall-.1e no less than the number

used for poverty payments for the 1972 -73 school year.

."..
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Additional
special assistance -gr nts onsaccou9kof low-income

r
families are awarded to school districts with high percentages of poderty

Pupils., These grants are commonly called super-poverty payments.

. .

Districts are awarded these grants based upon the percentages of poverty
...,

pupils shown'in the.following table:

.

/

Percentage of Poverty Pupils

in Aid Ratio Average Daily Membership

els

Grant Per Poverty Pupil

'15719.9 30.00

.20-24.9 60.00'

25-29.9 85.00

30-34.9 135.00

35 and ovdr ss 150.00

The percentage of povertypupils in each school district is determined

each year by dividing the number, of eligible poverty pupils by the

number of- pupils in aid rati6 average daily membership in the district

during the school year for which the grants'are determined. Districts

having less than 15 per cent poverty pupils receiVb no grant.
r

O

C
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CHAPTER VII

ONE TIME PAYMENT

1

Each school district is guaranteed to receive'at least a 6 Per cent

increase (subject to the $100,006,000 limit) over the amount it received

during the'1976-77 school year under the 7ublic School Code, Section

2502 (D), ('E), and (F), sections 2502(3, 2502.4 and2592. This increase

is effective for payments made during 1977-78 only.,

Examples:

School District A

A

1. Amount Fdceived during the 1976-77 school year $1,000,000

2. Computation of amount due during the 1977-78
school year under provisions of. Act 59 -

l 1100;000 -4

3. Increase-dver 1976-77 school year payments 100,000

4. 6% of 1976-77 pyment (line 1)
.

f a 60,00e ..

.t.1

5. Greater of line 3 or 4 .
,...-......

. 4
.. . 'A

,100,000

6. Subsidy entitlement1977-78 under Act 59 1,140,000 0/00.
tr'44' 4

... 1.The actual increase of ,$100,000 is used in.the computation since it

is not less than 6 per'cent of the amount received during the 1976-77

schools .year.

.

I
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School District B

1. Amount received during the 1976-77,school year $1,000,000

- 2. computation of amount dutdUring the 1977-78
, .school year underevisions of Act 59

. .k..,,.,.

vto .

1,050,000

. 3.- Increase over 1976-77 school year 50,000

,4. 6% of 1976-77 payment (line /)
60;000

5. Greater of line 3 or 4
60,000

6. Subsidy entitlement 1977-78 udder Act 59 1,060,000
0

$60,000 is used in the computption since thetactpal increase of

01P$50,0Q0 is less than-6 per cent of the amount received during the 1976-

77 achool year.

School District C

1. Amount received during the 1976-77 school' year

2. ComputatfOn'of amount due during the 1977-78 '

school year under provisions of Act 59

. Increase over 41976 -77 school year

6% of 1976-77 payment (line 1)

,.5. Greater of line.3,or 4

6.` Subsidy eAtitlement 1977-78 under Act 59

00,00is used in the comp

decrease of'$50"000, less than t
-

over the amount received during

As a result of the $100,000

'certain school districts may ,pot

thei10976-77 subsidy payment.

district not receiving a subsidy

. payment.

$1,000,000,.

950,000

None

60,000

60,000

1,060,000

utation since there is an actual

he rQguired 6 per cent increase

the 1976-77 ichool.year.

,000 limit (referrid.to as the cap', '

receive the 6 perfcent increase over
tit

The following example illustrates a

increase of 6.per cent over the 1976-77

- 38
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Steps

1. 1976' Subsidy + 6% Increase = "Guranateed" 1977-78 Subsidy
,$237,054 + $14;223 = $251,277

2. 1977-78 Subsidy Prior to Act 59 = $222,757

3. $251,,277

- 222, '757

$ 28,520

4. $ 28,520 Increase Due to Provision of Act 59 Disregarding the
$100 M Limitation

x .394 Per cent Increase Payable Due to $100 M Limitation
$ 111237 Increase Due to Provisions of Act 59 After Limitation

"Guarantee4P'1977 -78 Subsidy
1977-78 Subsidy Prior to Act 59

Increase Due to Provisions of Act 59 Disregarding the
0100 M. Limitation

5. . $222,757
+ 11,237
$233094

6. $251,277
- 433,994

.$ 17,283

1977-78 Subsidy Prior to Act 59
Increase Due to Provisions of Act 59 After Limitation
,Tota1.1977-78 Subsidy Payable Under,Act 59'

"Guaranteed" 1977-78 Subsidy.

Total 1977-78'Subsidy Payable Under.Act 59
Amount , istrictIgill Not Receive Due'to the $100

M Limitntio erriding the 6% "Guaranteed" Ihcrease

- 39
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( CHAPTER VIII

,LIMITATION OF CERTAIN PAYMENTS

Section 2502.5 of the Public School Code imposes a limit on the

total amount school distrifts may receive under sections 2502 (D), (E),,

(F), 2502.3, 2562.4, and 2592. The amount may not be in excess of 100

per cent of the total approved reimbursable instructional expenditures

(AIE) as described in Chapter III of this publication,

t

t

f
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CHAPTER IX

LIMITATION OF INCREASE

Increased costs resulting from subsidy la changes in Act 59
J

(19)17) over prior subsidrprovisiops cannot ceed $100,000,000 for the

1976-77 school year, payable 1977 -78, and.$ 50,000,000 for the 1977-78

school year, payable 1978-79, and eaCh.sch ol year thereafter. Prior

subsidy provisions, in all cases, means s sidy provisions in effect

4;0
prior to the passage Of Act 59.

Additional payments provided to in ertediate units under the provisions

of Act 59 are to be considered when co puting the $100,000,000 increase

limitation.

If the amount appropriated for py fiscal year is 'not sufficient to

pay in -full the total 'am6P4S that .11 qualified school districts are

entitled to receive ..,.der Act 54 for such year; the allocations to snob

'school districts shall be proportionately reduced by the percentage of

difference between the amount needed and the amount appropriated; This

shall be done to the extent necessary to bring the aggregate of such

0'44
allocations within the limits of the amount appropriated.

For example, if the increase in subsidy tb the school districts and 0

intermediate units under the provisions of Act 59 over and above prior

subsidy law was $253,000,000, and only $100,000,000 is appropriated by

the Legislature, then the increase would be 'distributed on a 34.5 per

cent prorated basis ($100,000,000 4- $253,000,000).

/,
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t CHAPTER X

SAMPLE SUBSIDY COMPUTATION

--V,

This'chapter shows an example of the

necessary in calculating the 1977-78 basic

rural Penhsylvahia schodl district.

Basic Data,

ti

various subsidy computations

instructional subsidy of a typical

41.

1975 District Market Value/Aid Ratio WADM $21,613
1975 Statewide Market Value/Aid Ratio' WADM $26,374
1975 DiStrict Personal Income/Aid Ratio WADM $13,027
1975 Statewide Personal Income/Aid Ratio WADM $16,992
Local Taxes'Collectdd, 1976-77 $952,800.00
1976 District Market Value $39,539,100.00
District Equalifed Mills, 1976-77 24.1'
Median Equalized Mills (Statewide), 1976-77 27.3
Reimbursable Instructional Expenditures, 1976-77 $1,584,941.00
Subsidy Weighted Average Daily Membership, 1976-77 1,868.000'
AIE /WADM, 1976-77

Median AIE/WADM (Statewide), 1976-77-
$848.47

$1,020.000
1971-72 Guarantee/WADM $3.67
General Population 5,918
Area in Square Miles' 5.060
General PopulationiSquare,Mile 78.9
Poverty Pupils, 1976-77 198

-c-Subssidy Payment, 1976 -77 $827,881
Guaranteed Subsidy, 1977-1.8 (6% Increase over 1976

tSubsidy Payment) $877,553
Per Cent'of Increase Payable Due to Limitation .3940803 :

..-3
I. Computation of Market .Value /Personal Income Aid. Ratio Under,Act 59

Market Value Aid Ratio = 1.0000 -

MV AR = 1.0000 -

MV AR = 1.0000 -

)
,

District Market Value/AR WADM x .5"

Statewide-Market*Value/AR WADM

x

.8194 ,x

' MV Aft = 1.0000 - .4097

MV AR = .5903

-42-
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t

a

Personal Income Aid Ratio = 1.0000 -

PI AR = 1.0000 - 13,627 x .5'

16,992

0 4
PI AR = 1.0000 - .7666 x

PI AR = 1,0000 - .3833

.P1 .6167

istrict Personal Income/AR ADM x .5
Statewide Personal Income/AR WADM

O
S o

Market Value/Personal Income Aid Ratio = .6 x: MV AR

aft°

MV/PI AR = .6 x .;;4

MV/PI Alt = .3541 +' .2466

MV/PI AR = .6007

II. Computation of the Base Under Act 59

District Equalized Mills

$952,§.00.00

09,539,160.00

N.

EM = 24.1

4

Local:Taxes Collected, 1976-77
1976 District Market Value

1 3

I

PI AR

It

Since the district's EM is 24.1,it qualifiesi for the Middle level of

reimbursement (14.9% above-the median to 14.9% below the median). Therefore,

the districeil-BER is $920, due to the median AIE/WADM.*Of $1,020.

O.
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.P ,, -,...
District AIE/WAIN = Reimbursable Instructiohal Expenditures, 1976-77

.

..._..., Subsidy ADM,: 1976-77

AIE/WADM (1---11,584,941.00
, ____

1:868.000

AIEJWADM = $848.47
.

Base Subsidy = AIE/WADM' x MV/PI AR x SWADM

Base Subsidy = $848.47 x .6007 x 1,868.000

Base qubsidy. = 1952,082.24,

III.' Computation of Modified Sparsity Under Act 59
. I

General Population/Square Mile = General Population
Square Miles

General Population/SquarelMile = 5,918
75.000

-,

-General Population/Square Mile = 78.9

Modified Sparsity Fraction' = 2.00q

I/if

oh.
Modified Sparsity

o I

'fis :00

tModified Sparsity Frac oin

Pop./Square Mile
50

. '

= 2.00 - )08

Modified Sparsity Fraction = .42 ., ..et

,
, .

Modified-Sparsity Payment = $250 x .6007

Modified Sparsity PayMient $117,825.22

. Computation of Poverty Payment Under'Act 59

Poverty Payment, = Poverty Pupils x $20

Poverty Payment = 198 x $200
& .... . ,

. /Poverty. .Payment = $19,600.
.

44
. ,

/ `V,1 r
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V. Computation of Total 1977-78 Subsidy Under Act 59--Without Limitation

.
)

on Increase

.41

$ 952,082124 Base

117,825.22 Modified Sparsity
39,600.00 Poverty Paymbnt

$1409,507.46 'Total

VI. Computation of the Base Prior to Act 59 .

Base Subsidy = $750 x MV AR x SWADM

Base Subsidy = $750 x .5903 x 1,868.000

Rase Subsidy = $827,019.62,

VII. Computation of Modified Sparsity PriOr to Act 59

Did.not qualify

VIII. Computation of Poverty Payment Prior to Act 59

Poverty Papent = Poverty Pupils x $165

Poverty Payment = 198 x $165

Poverty Payment = $32,670

IX. Computation of Total 1977-78 Subsidy Prior to Act 59

$827,019.64 Base
32,670.00 Poveity Payment

$859,689.64 Total

X. Computattgn of Increase in.Subsidy Due t9 Provisions of Act 59-Without
Limitation on Increase

$1,109,507.46 Total Subsidy Under Act 59 Without Limitation
859,685.64 Total Subsidy Prior to Act 59

$249,817.82. Increase. Due to ACt 59 Witho 'Limitation

XI. Computation of Increase Payable 1977 -78 Under.Act
'Increase Limitation

Due to $100 M

$20,817.82 Increase Due to Act Without Limitation .

.39448803*, Per Cent Increase Payable
41.

$ 98,550.14 Increase Payable Aftlpr Limitation Applied

7 * Estimated per cent. This per cent 'will vary fro year to year.

- 45 ,
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XII. Computation of Total Subsidy` Payable 1977-78 Under Act 59

1.

'$859,689.64 Total 1977-78 Subsidy Pribr to Act 59
98 550.14 Increase Payable 1977-78 Under Act 59

$958,49.78 ,Total Subsidy tyable 1977-78 ,Under Act 59

O
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CHAPTER XI

THE BUDGETING PROCESS

Section 687 of the Public School Code requiret the board of directors

of each school. district in the Commonwealth to adopt annually a school

budget for the flowing school' year. Includeein the budgetumst be

estimates of all state subsidies to bereceived during the following

fiscaliyear.
.4, a

.Since the passage of Act 59 in 1977,'school district officials gill

find it virtually;impossibleto make °a reliable estimate of the aubsiay

to be credited to the basic instructional subsidy account, without

reliable estimates of both the median 16cal school district tax effort

in equalized mills and the median school district instructional expenditures

,per WADM. The Pennsylvania Department of Education will annually provide
r

estimates of both factors to help district ,9fficials with-thilriffieult

problem.

In the fall of each year the budgeted local tax colle4iona in the

general fund budgets of the school istricts will becOmpiaed; and the

equalized mills will be determi the latest available school
1

\ i

district market values certified by %State Tax Equalization Board.i_ .
.

..-...."*"7

Both the budgeted tax collections and the equalized mills for all districS
*

ts I., -

will be published in a'booklet, A Measure of Local Effort. A copy of

this publication will be forwarded to each school district each December.

These data can be used by district ofticialsto determine the level, 4

'of reimbursement for which their district mightqUa/ify.' The obvious
-

. limitations of these data are that (1) tax collections are budgeted, not '

.

a ctual; (2) market value date, though they are thelatest

453
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are not for th&-proper year, since the market values to be used in the

actual computations are not certified until approximate) months

""r"--.

after the publication is distributed.

Late each spring (the budgeting period for most school districts)

school district officials will be asked to send to the Department of

Education estimates of reimbursable instructional expenditures and

subsidy weighted average daily,memberships for the upcoming school year.

By using these estimates the department will be able to calculate the-

estimated median school district instructional expenditures per WADM

.and, in \turn, determine the estimated reimbursable levels for subsidy
4

entitlements on account of that year's operation. This information will

be published and forwarded to each school district:

By using th' estimated reimbursement levels along with the budgeted

taX'dafa des gibed above, district officials can make' reasonable budget

estimates of the basic instructional subsidy that)their district 14.11

receive,, from the state. The success of this procedure will depend on

the accuracy oijhe estimated reimbursable instructional expenditures,

'estimated weigAied average daily memberships, and budgeted tax collection

data sent to the d4artment by school officials, of the Commonwealth.

is

V
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G ARY OF TERMS

AFD9's (Aid to Families of De end t Children) - children in families

an:71\grants of $2,000 or more under Title of the

Federal Social Security Act.

ADM (Average Daily-Plembership) -; aggregate number of school days 'represented

by all children on active rolls divided by the number of days the

school is in session.

AIE (Actual IngtrugtionaliExpedse) - a cost defined in Section 2501

. (11:1) of the Public School. Code and derived'from data'rithe'

school district's annual financial report. See page 17 for a more

detailed explanation.

.

AIE/WADM (Actual-Instructional Expense/Weighted Average Daily Membership)

. the quotient of the AIE divided, by the S/WADM.

AR (Aid Ratio) - a decimal fbactionrepresenting the state's share of

total reimbursable cost in a giyen school districtobtained by
a.

.
--\ 'dividing a district's measure of wealth

,

per SWAM by the statewide

.total!of the sate measure'of wealth per SWADM and subtracting 0.50,

times the quotient from 1.0000.

,' AR ADM (Aid Ratio Average Daily Membership) - aggregate number oS scho

days represented by all children on active'rolls divided by the.

number,of daysthe school is in session. This AR7ADM is used for

the calculation of the aid ratio 'and super poverty payments.

AR.WADM (111 Ratio Weighted Average Daily, fembership) - the assignment

of weight by grade level, to the aid ratio average daily membership

'

15:
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BER (Base Earned for Reimbursement) - the-maximum base on which any

district may be paid beat instruction subsidy. The maximum BER in

a year is stated as the MAIE/WADM, rounded to the nearest $10.

Four additional bases earned for reimbursement, declining in increments

of $50, are based on district tax efforts stated as percentage

categories above, around, and below the median equalized millage

(MEM).

Boot Strap - a special subsidy paid to school districts by advancing the

district's ,reimbursement level tolithe iowest BERT, which-may be in

ekcess of the AIE/WADIf the district's.tax effort is greater than

15 per cent below the MEM.

i

Density Factor - a spcial paythent to school districts with general

populations in excess-of 10,000 per square mile. .

DMV (District Market Value) - the market value of thesthoql district's

taxable real property as certified *by the State Tax Equalization

Boafd.

DPI (District Personal Income)`- the total of the personal income

reported on Pennsylvania Persopal Income Tax returns and credited'

.toa school district's total by'reason of .,tie taxpayer's esidenc

in the district as certified by the-Secretary of Education.

EM (Equalized Millage.) the amount Of local. tax revenue reported, during

the year for Which subsidy reimbursement is being computed, divided

by the most recent real property market valuation of the school

district.

-50-
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Hold Harmless Cla6S4- a subsidy provision proyidin at a district

will not suffer a reduction in subsidy undei one or more sections

of the law due to the passage of the new'subsidy provisions.

Inland Water - ponds, lakes, streams, etc. if each such area covers 40 '

acres or more. Streams and canals must be one-eighth of a mile or

more in width. The average distance across a streamor canal is

defined As the width.

MV AR (Market Value Aid Ratio) = aid ratio computed on the basis of the

'market valise of taxable real property as the measure of wealth.

MV/PI AR (Market Value/Personal Income Aid Ratio) - aid ratio computed

On a combination of school district market value of taxable real

property, andoPennsylvania resilbntsP personal income.

Modified Density- a special payment to school districts that (1)

a

received a density payment for any school year prior to-1969-70,

and for any school 'year thereafter, and is determined to have am
,

gendral population of 10,000 per square mile or less, or (2)' received

a density payment for any school year, and as a result of a merger

with one or more other schoo]* districts becomes a part of a new

school district determined to have a general population of 10,000

per square mile .or less.,

Modified Sparsity Factor 7 a special payment to school districts with a
04 .

. general population of at least 50 per square mile,but lebe.....than 100
, 1.

*per square mile.

Modified .Super-density - a special payment to school districts which '

received a super-denbitypayment for any school iear prior to 1969-

` 70, and for.any school year thereafter, and is determined to haVe a

general 'population of 'MOO per square mile or less.
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MAIE/WADM(Median Actual Instructional Expense /Weighted Average Daily

Membership) AIE/WADM for which an eqUal number of school district

AIE/WADM are above and below in any one year.

-

MEMAMedian Equalized Millage) the millage point 4,which anequal

number of school district equaliz4ed millages are above and below in

any one year. .11-

PI AR (Personal income Aid Ratio)` aid ratio computed\ik>the basis of
er,

Pennsylvania residents' personal income as the measure of wealth.

a
Poverty Payment - a special payment to school districts on account of

pupils from loll-income families. Low-income families are those

with'annual incomes of less than $2,000 or those having dependent

children under Title IV of theFederal Social-Security Act and

'which receive an annual grant of $2,000 or more.

Sparsity Factor aspecial payment to schooi districts with a gegifl.

population of less than 50 per squareAmile.

STEB AState Tax Equalization Board) - an/independent agency legally

required'to certify the individual and statewide school district

market value of taxable real p ertyt

$WMV ,(Statewide Market Value) - the total market value of'taxable real

.._.

,-

''property of all school districts as certified by the State'Tax

J.1
.

. /
. .

gWPI(3tatewid e Personal Incoile) the total personal income of Pennsylvania
/

'residents as determined from Pennsylvania Personal
.
InCome Tax

/

Equalization Board.
/ .

.

. . / ,

returns,as certified/by the Secretary of Revenue. 9.

S ADM (Subsidy Average Daily Membership) - aggregate numbee?Of 'school
./ -

.
days represented/by all children on the active rolls divided by 180

A days or the./ac/uai days of instruction, whichever is gre er. The
t

.
. ,

S ADM is used .for the/basic payment and sparsity and deity payments ..

. . .
. .

i
.-

.

,
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S WADM (Subsidy Weighted Average Daily Membership) the assignment -t.

weight by grade level to Ithe subsidy average, daily membership

(S ADM) .

Super- density a special.payment to school districts with a general

population in excess of 10,000 per square mile and an aid ratio

WADM in excess of 50,000.

4,

Water Other Than Inland Water - _considered to be water adjacent to the

states and under their jurisdiction but not belonging:to any particular'

county or municipality.

(4ADM (Weighted Ave age Daily Membership) z- the assignm6t of weight by

° 'grade .level to the average dailyfmembership (ADM).

r

n.
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