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INTRODUCTION

Can the State of Kansas meet its burden to demonstrate that it adopted a school
funding formula that complies with the guidance given to it by this Court last year? The
answer is “no.” In Gannon v. State, 308 Kan. 372, 374 (2018) (“Gannon V17), this Court
instructed the State that it needed to increase the funding provided in S.B. 61 in an
amount that would account for inflationary increases in spending for years FY19-FY23.
The Court noted that the phase-in of funding over time is not sufficient if there is no
provision to account for inflation. The Court made clear that this would require the State
to put new, additional funds into the system.

On April 4, 2019, the State adopted House Substitute for Senate Bill No. 16 (“S.B.
16”). This bill makes a one time increase to Kansas K-12 public education of
approximately $92 million in FY20. After that, the bill makes no effort to increase
funding any further. Any further increases in the base are solely attributable to 2018’s
S.B. 61. An increase of $92 million in FY20 does not comply with this Court’s Order in
Gannon VI.

Following the Order, the Kansas State Board of Education calculated that the
amount of “new money” needed to fund inflation and comply is $363 million. The State
did not fund that amount; it adopted a bill that only makes a one-time increase of $92
million. While the State has increased funding to account for some inflation, it has not
completed the plan nor complied with this Court’s Order. The State has simply failed to

develop a plan that works the way that inflation adjustments work. By its own math, the



State is $271 million short of complying with Gannon VI. Plaintiffs ask this Court to
declare that S.B. 16 does not comply with this Court’s Order in Gannon VI.

PROCEDURAL HISTORY

Relevant Gannon history is briefly summarized here. On October 2, 2017, this
Court held that “the State had not met its burden of showing that its remedial legislation —
2017 Senate Bill 19 (“S.B. 19”) — met Article 6’s adequacy and equity requirements.
Gannon v. State, 306 Kan. 1170, 1172 (2017) (“Gannon V”). The Court then stayed its
mandate, allowing the 2018 Legislature to pass 2018 Substitute for Senate Bill 423 (“S.B.
423”) and 2018 House Substitute for Senate Bill 61 (“S.B. 61”). See Gannon v. State,
308 Kan. 372, 374 (2018) (“Gannon VI7).

On June 25, 2018, in the Supreme Court’s sixth Gannon decision, this Court held
that “the State still has not met the adequacy requirement in Article 6 of the Kansas
Constitution. Gannon VI, 308 Kan. at 374. In so finding, this Court acknowledged that
the State was attempting to “implement its self-styled ‘Montoy safe harbor’ plan of
compliance.” Id. at 374. However, the State “failed to consistently implement” the plan;
the Court noted that there were “two obvious problems” that would need to be addressed
to ensure constitutional compliance. 1d. Those include:

(1) The failure to adjust two years of funding for inflation through the

approaching 2018-19 school year. Satisfactory adjustments would

result in a higher amount of principal, i.e., more than the $522 million
the memo calculates as yet owed to the school districts; and



(2) The failure to adjust for inflation until the memo’s calculated principal
sum ($522 million, plus the adjustment referenced above) is paid in full,
e.g., approximately five years. Satisfactory adjustments would result in
more than that principal figure being paid during that span. But we
acknowledge the first year of payment — for school year 2018-19 — need
not be adjusted because that inflation has already been accounted for in
paragraph 1 above.

To allow the State time to remedy the “obvious problems” with the legislative
cure, the Court stayed the issuance of its mandate; announced that the Kansas School
Equity and Enhancement Act (“KSEEA”) — enacted by S.B. 19 remains in temporary
effect; and allowed S.B. 423 and S.B. 61 to go into temporary effect, absent further Court
order. Gannon VI, 308 Kan. at 375. In doing so, the Court “effectively grant[ed] the
State’s repeated request” to extend the time available for the State to “develop a final
remediation plan” for this Court’s review. Id.

The Court then ordered that “no later than April 15, 2019, the parties’ concurrent
briefs addressing any legislative remedies of constitutional infirmities will be due in this
court. Response briefs will be due April 25, and oral argument will be conducted on May
9at9a.m.” Gannon VI, 308 Kan. at 400.

On April 4, 2019, the Kansas Legislature passed S.B. 16. Governor Kelly signed
the bill on Saturday, April 6, 2019. This bill makes a one time increase to Kansas K-12
public education of approximately $92 million in FY20. After that, the bill makes no
effort to increase funding any further beyond the increases already scheduled to occur in

2018’s S.B. 61. A one time increase of $92 million in FY20, followed by no further

inflationary adjustments, does not comport with this Court’s Order in Gannon VI.



STATEMENT OF THE FACTS

l. The State Adopted a “Montoy Safe Harbor” and Asked the Court to
Approve It

On October 2, 2017, this Court held that “the State had not met its burden of
showing that its remedial legislation — 2017 Senate Bill 19 (S.B. 19) — met Article 6’s
adequacy and equity requirements. Gannon V, 306 Kan. at 1172. In response, the 2018
Legislature passed remedial legislation. In defending this legislation, the State told this
Court that funding levels were intended to restore funding to SY 2009-10 levels, as
adjusted for inflation, which were deemed constitutional following Montoy. The Court
has referred to this as the State’s “self-described ‘Montoy safe harbor.””

To demonstrate that the funding levels would return to the Montoy-approved
levels, the State relied heavily on “an April 23, 2018, two-page memo from the KLRD to
Legislative Counsel Curtis Tideman” (the “April 23, 2018 Memo,” see Appendix 1).
Gannon VI, 308 Kan. at 387. The State did not provide the actual calculations supporting
the starting point in the April 23, 2018 Memo. But, the State did indicate that it applied
“the 2010 school finance formula to current student enrollment, distribution, and
demographics” using a base aid per pupil of $4,492. Appx. 1: April 23, 2018 Memo. It

appears the State applied the SDFQPA, as it existed in 2010, to the 2017 student

enrollment and demographics, as follows:

Current Student Counts X FY2010 Formula = $3,108,690,821
and Demographics with $4492 BSAPP




As far as Plaintiffs can tell, the State used the 2017 student counts, and excluded
Special Education and districts’ Local Option Budgets. It was not explained whether
virtual aid was included and, if so, whether it was calculated under the 2010 formula,
since that component of the formula has changed and Plaintiffs were unable to find
counts to fit into the old formula. It was not also explained whether a Non-Proficient
Weighting was calculated using current non-proficient student counts since that
component of the formula no longer exists and current counts were not found by
Plaintiffs. It was also not explained what calculation was used for the Ancillary,
Declining Enrollment and Cost of Living Weightings, or if those were included or
excluded.

Despite the lack of details on the exact method used or assumptions made, the
April 23, 2018 Memo concluded that the current student population would generate a

total of $3,108,690,821 in funding in FY2011, under the previous formula.

Appx. 1: April 23, 2018 Memo (highlighting added).
The State then added actual inflation each year through 2017, and came up with

target aid to schools of $3,434,941,542. This is what the State considered to be the



Montoy Safe Harbor for FY23, and urged the Court to adopt. (Ultimately, this Court
found that this would be an appropriate target for FY17, but that stopping the inflation
calculations at FY17 did not appropriately estimate the target for FY23.).

The State then subtracted the current (2018) aid of $2,817,090,821 and the
scheduled increase (for 2019) of $95,606,000 from S.B. 19, and determined there was an

additional $522,244,721 in new money needed.

Appx. 1: April 23, 2018 Memo (highlighting added).

The “self-proclaimed attempt ‘to describe the considerations and calculations’”
used by the State further concluded that an increase of $522.2 million was needed to
restore current funding to a constitutional level as of 2017. Id. at 387-88. The State then
made the decision to spread that increase in funding out over a five year period (i.e.,
FY19-FY23). Id. at 389. The result was the five-year funding plan reviewed by this

Court in Gannon VI.

1. The Kansas Supreme Court Basically Approved the ‘“Montoy Safe
Harbor” Subject to Inflationary Adjustments

In Gannon VI, this Court generally agreed that a return to the Montoy-promised
funding levels would comply with the requirements of Article 6 of the Kansas

Constitution. However, the Court did not agree with the State’s calculations of the



amount necessary to fully fund the “Montoy Safe Harbor.” Gannon VI, 308 Kan. at 389
(“the resultant funding is still short of reaching the State’s Montoy safe harbor”).

While “the State adjusted the SY 2009-10 amount with yearly inflation increases
through SY 2016-17,” the inflation increases stopped there. The Court took issue with
this, stating “the memo does not appear to calculate inflation for SY 2017-18 and SY
2018-19 — even though the apparent purpose of the memo was to calculate how much the
legislative funding was short for SY 2018-19.” Id. at 390. It further noted, “If the
memao’s apparent rationale is to be implemented consistently throughout, then inflation
adjustments to the principal should be made for those two years.” Id.

The Court in Gannon VI described this failure as the first of two “obvious
problems.” Id. at 374. (describing “The failure to adjust two years of funding for
inflation through the approaching 2018-19 school year.”). The Court suggested that, if
the State’s intent was to fully fund the Montoy Safe Harbor, it needed to finish the work it
started in the April 23 memo: if the apparent purpose of the memo was to calculate how
much the legislative funding was short for SY2018-19, it needed to make those
calculations. See Appx. 1: April 23, 2018 Memo (containing no inflationary increase for
FY18 and FY19).

The Court further stated the obvious: the amount of the increase needed was going
to be more than the $522 million that the State calculated in the April 23 memo. Id. at
374 (*Satisfactory adjustments would result in a higher amount of principal, i.e., more

than the $522 million the memo calculates as yet owed to the school districts[.]”).



This was not the only “obvious problem” that the Court identified. In analyzing
the five-year plan, the Court did not object to the State’s decision to phase-in the funding
over a five-year period. However, the Court did fault the State because “financial
allowance should be made for that phase-in period.” 1d. at 388. The Court found that
“adjustments need to be made to account for inflation during [the phase-in period].” Id.
at 390; see also id. at 374 (noting the “failure to adjust for inflation until the memo’s
calculated principal sum ($522 million, plus the adjustment referenced above) is paid in
full, e.g., approximately five years”).

In citing this second problem, the Court made clear that merely extending the
inflation calculations to SY2018-19 would not be sufficient. Instead, the State needed to
carry its inflation adjustment forward for each year of the five-year plan. Id. at 374 (the
Court did acknowledge that the first year of payment need not be adjusted further because
it had already been adjusted when addressing problem one).

In the most simple of terms, the Court told the State to continue the
inflationary adjustments that had been started in the April 23 memo. To meet the
safe harbor, the Legislature simply needed to make a mathematical calculation as to what
inflation would cost for the missing years, and then fund that amount. See Appx. 1: April
23, 2018 Memo (containing no inflationary increase for FY18-FY23).

Plaintiffs assumed that once the State calculated the total funding increase needed,
it would then fund that amount and the Gannon litigation would be resolved. That is not

what occurred.



I1l. At the Request of the State Board, the Deputy Commissioner of
Education “Did the Math” that the Court Requested in Gannon VI

Following Montoy VI, it appeared that compliance was the State’s goal. The State
— through the Kansas State Board of Education (“KSBE”) — eventually did “complete”
the inflation calculations in the April 23, 2018 Memo. The KSBE then calculated how
much additional money would be needed to fund the Montoy Safe Harbor under Gannon
VI’s guidance. The KSBE concluded that funding needed to increase by a total of $363
million of “new money” to fund the inflation adjustments identified in Gannon VI.
Unfortunately, the State did not increase funding by that amount and, once again, “failed
to consistently implement” the plan.

On February 6, 2019, Kansas State Department of Education’s Deputy
Commissioner Dale Dennis explained to the Senate Select Committee on Education
Finance how the KSBE calculated a total of $363 million in “new money” needed to fund
the inflation adjustments identified in Gannon VI. Appendix 2: Memorandum from Dale
Dennis to Senate Select Committee on Education Finance, dated February 6, 2019
(“Dennis Memo”). To arrive at the total need of $3.742 billion, the KSBE did what the
Court asked: it completed the inflation calculations that were first started in the April 23,
2018 Memo. Using simple math, it concluded the target aid after the 1.44% annual
inflation increase in 2023 is $3.742B. Id.

To arrive at this number, the KSBE began with the math that the State had already

completed in the April 23, 2018 Memo.



The process began with the following chart submitted to the Supreme Court by the state

attorneys.

Inflation

Prior Year  Inflation Adjustment
Year Amount Percent Amount New Amount
2011 $ 3,108,690,821 322§ 100,099,844 $ 3,208,790,665
2012 3,208,790,665 2.03 65,138,451 3,273,929,116
2013 3,273,929,116 1.40 45,835,008 3,319,764,124
2014 3,319,764,124 1.47 4,880,533 3,368,564,656
2015 3,368,564,656 (0.54) (18,190,249) 3,350,374,407
2016 3,350,374,407 0.85 28,478,182 3,378,852,590
2017 3,378,852,590 1.66 56,088,953 3,434,941,542

Appx. 2: Dennis Memo, at KSDE158346. As the Court noted, the State only adjusted the
Montoy funding for inflation “through SY 2016-17,” which “generated a total aid amount
of $3,434,941,542” and was insufficient to reach Montoy levels. Gannon VI, 308 Kan. at
388; id. at Table 1. The KSBE then corrected the “obvious problems” with the April 23
memo, by accounting for inflation for each year after FY17, using a 1.44% inflation
calculation. Enlarging the principal amount over time (through FY23, the last year of

the “State’s chosen remediation plan”) results in total target aid of $3.742 billion:

! One question that remained unresolved at the end of Gannon VI was what inflation rate to use.
Mr. Dennis indicated that the KSBE chose to use a 1.44% inflation rate based on the following
language from the Court:

Appx. 2: Dennis Memo, at KSDE158346; see also Gannon VI, 398 Kan. at 390.
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Appx. 2: Dennis Memo, at KSDE158347; see also Appendix 3: Testimony Submitted by
Schools for Fair Funding on March 6, 2019 regarding S.B. 142, Which Later Became
S.B. 16 (“SFFF Testimony”), at SFFF001209.

Again, this amount was reached by merely doing what the Court asked: taking the
inflation calculations that had been started in the April 23, 2018 Memo and continuing
them from the time that the original memo ended (FY17) until “the memo’s calculated
principal sum” is paid in full (FY23). This revealed that — to reach constitutional
compliance by funding to Montoy Safe Harbor levels — the State needed to be spending a
total of $3.742 billion in FY23.

The KSBE next attempted to determine how much more funding (i.e., new

money?) it would take to reach the $3.742 billion target. To do so, it took the target aid,

2 “per the State’s use of the term, “new money” refers to the first time a new dollar enters the
funding system.” Gannon VI, 398 Kan. at 378.
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subtracted current aid, and subtracted the increase in aid that was already scheduled to

take place in FY2019:

A

Based on this calculation, the KSBE concluded that the State needed to provide

$779,416,068 in “Additional Aid.”
Appx. 2: Dennis Memo, at KSDE158347 (emphasis added); see also Appx. 3: SFFF
Testimony, at SFFF001221 (“we are $779M short™). 3

The $779 million figure, however, did not take into account the “new money”
provided to schools via the five-year plan adopted in 2018’s S.B. 61. To take those funds
into account, the KSBE divided the total additional aid needed by the four remaining
years of the plan and allocated an additional amount needed for each year of the four-year
period. Appx. 3: SFFF Testimony, at SFFF001221 (“and what the Board chose to do . . .
they spread out that $779M . . . over a four year period and that’s $194M”). From that, it
“subtracted . . . the amount already approved by the Legislature,” (i.e., the amounts that

the State had already increased education prior to the Court’s decision in Gannon VI, or —

® The actual testimony of Mr. Dennis is summarized in the SFFF Testimony. It is appropriate for
this Court to take judicial notice of Mr. Dennis’ testimony, as well as the testimony of SFFF,
which is part of the legislative history, and is available at: http://sg001-
harmony.slig.net/00287/Harmony/en/PowerBrowser/PowerBrowserV2/20190206/-1/5935  See
K.S.A. 60-409(b)(4); K.S.A. 60-412(c).
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as Mr. Dennis referred to it — the amount that “you approved last year,” id.), which was a

phase-in of $416 million in new money from FY20 to FY23.

A

Based on these calculations, the KSBE concluded that $363 million in new money

was needed to comply with the Court’s Order in Gannon VI.
Appx. 2: Dennis Memo, at KSDE158348.

To fund the KSBE’s target aid amount of $3.742 billion by 2023 would require an
increase in funding of $363 million in “new money,” attributable to inflation. 1d. This is
the six required years of inflation (FY18-FY23) spread out over the four remaining years
of the plan (FY20-FY23). This is the cost of constitutional compliance with Gannon VI,
if the State still intends to seek the safety its self-imposed “Montoy safe harbor plan.”

Plaintiffs agree with the math utilized by the KSBE to calculate the overall
sum of $363 million of “new money” needed to reach the Montoy Safe Harbor. And,
Plaintiff’s agree that the initial method of calculating this amount (completing the
April 23 memo) is a reasonable method for determining the amount of “new money”
needed.

Plaintiffs disagree that S.B. 16 provides $363 million in “new money.” To the

contrary, S.B. 16 makes a one time increase to Kansas K-12 public education of

13



approximately $92 million in FY20, rather than the required $363 million in “new
money.” After that, the bill makes no effort to increase funding any further. The effects
of the total funding attributable to S.B. 16 and 2018’s S.B. 61, broken down by district, is
available at Appendix 4: Memorandum from Dale Dennis regarding Governor’s Proposed
School Finance Plan, dated January 17, 2019. Approximately one-half of the increased
funding that the districts will see is new money due to S.B. 16’s adjustment for inflation.
The other half is part of the phase-in of funding from 2018’s S.B. 61. This represents the
entirety of increases that are attributable to S.B. 16. Any additional increase to the base
are solely attributable to the increases provided in 2018’s S.B. 61.

It should be noted that there was great confusion during the session concerning
whether $363 million of total cumulative money over the four year period had the same
effects as adding $363 million of new money to account for inflation. Understanding this
distinction is the key to understanding why S.B. 16 does not meet the Court’s inflation
mandate. Because S.B. 16 makes a one-time increase for inflation of $92 million (as
opposed to the full need of $363 million), it does not fix the “obvious problems”
identified by this Court; the Court should declare that the State has not taken the actions
necessary to comply with its Order in Gannon VI.

IV. The Legislature Did Not Increase Funding by $363 Million as
Necessary to Comply with Gannon VI.

The State is not funding the $363 million in “new money” that is necessary to
complete its Montoy Safe Harbor plan. S.B. 16 makes a one time increase to Kansas K-

12 public education of approximately $92 million in FY20, and then makes no effort to
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increase funding any further. It simply allows that same $92 million to carry forward
from year-to-year. And, while it is clear that $92 million does not equal $363 million,
Plaintiffs also do not want to diminish the focal point: the State did not do what this
Court told it was necessary in Gannon VI. Plaintiffs fully expect that, in the State’s
opening brief, we will see an explanation as to how S.B. 16 somehow meets the
requirements of Gannon VI. However, there are multiple indicators that it has not:

1. Check step #1: To fund the inflation adjustments identified by this Court would

require total target spending of $3.742 billion by 2023. Supra. Current projections under
S.B. 16 indicate that projected spending in 2023 will only be $3.419 billion. Appx. 3:
SFFF Testimony, at SFFF001205, 1216. The State’s own budgeting documents show
that the Montoy Safe Harbor will not be reached.

2. Check step #2. When asked whether the bases included in S.B. 16 would generate

a total of $3.742 billion by FY23, Mr. Dennis confirmed that they would not. Appx. 3:
SFFF Testimony, at SFFF001206. Instead, the bases included in S.B. 16 will only
generate approximately $3.4 billion. Id. at SFFF001206, 1216. To reach the target aid

amount of $3.742 billion by 2023, the following (higher) bases would need to be adopted:

2019-20 54,436
2020-21 54,697
2021-22 $ 4,958
2022-23 $5,219

Appx. 3: SFFF Testimony, at SFFF001220. The bases set forth in S.B. 16 fall far short.
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S.B. 16*

Base Needed to Reach
$3.7 Billion Target Aid

2019-20 $4,436 $4,436
2020-21 $4,569 $4,697
2021-22 $4,706 $4,958
2022-23 $4,846 $5,219

3. Check step #3: Assume that the KSBE had not recommended that the inflation

increase be phased-in and spread out over four years.

Assume instead that the State

chose to add all of the inflation money during the final year of the five-year plan. That

would have resulted in the State putting the entire $363 million of the necessary “new

money” into the system for FY23. That would require a base increase of approximately

$519, which would result in a base of $5,232 for FY23. See Appx. 3: SFFF Testimony,

at SFFF001219.

This is nearly identical to the base that Mr. Dennis indicated would be necessary to fund

the $3.7 billion target aid amount. A final phase-in base of $4,846 is the outlier and

simply does not increase the “new money” going into the system by $363 million.

4 See Appx. 3: SFFF Testimony, at SFFF001210.
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S.B. 16° Base Needed to | Base if Total “New
Reach $3.7 Billion | Money” Added in
Target Aid Final Year®
2019-20 $4,436 $4,436 $4,165
2020-21 $4,569 $4,697 $4,569
2021-22 $4,706 $4,958 $4,706
2022-23 $4,846 $5,219 $5,232
1 AN N
OUTLIER NEARLY IDENTICAL

The final phased-in base for FY23 should be nearly the same, regardless of
whether the necessary increase was put into the system over four years or in one year.
The State clearly has not increased funding to account for the full amount of inflation and
has not complied with Gannon VI.

V. Contrary to Positions Taken by the State Board, and Others, S.B. 16
Does Not Increase Funding by $90 Million Each Year

It is not clear to Plaintiffs whether the decision to fund less than the required $363
million was intentional or inadvertent. Originally, Plaintiffs assumed that a mathematical
or drafting error occurred when the KSBE attempted to convert the $363 million total
increase into the base state aid per pupil needed to support that increase.” Plaintiffs were
later informed that no error was made and that the final computation was the intended

computation.

> See Appx. 3: SFFF Testimony, at SFFF001210.

® This column uses the bases set forth in S.B. 61 for FY 20, 21, and 22, and the inflated base of
$5,232 for FY23.

" And, even if the KSBE did make an error in calculating the bases necessary to result in a $363
million increase in funding, the State was well aware of the fact that S.B. 142 did not comply
with Gannon VI by way of the testimony submitted by SFFF. See generally Appx. 3.
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Plaintiffs had initially reviewed Mr. Dennis’ calculation of the needed $3.742
billion in target aid and agreed with it. Plaintiffs still agree with that calculation of total
“new money” needed. Plaintiffs believed that the bases calculated by KSDE would
actually raise that $3.742 billion in target aid that was calculated. Schools for Fair
Funding (“SFFF”), which includes the Plaintiff school districts, prepared testimony in
support of S.B. 44, an earlier version of S.B. 16, based upon that belief; Plaintiffs
assumed that the State’s logic was being consistently applied, including in the calculation
of bases. It was not until the hearing on S.B. 44 that Plaintiffs discovered that the bases,
in fact, do NOT follow through with the same logic to actually fund the Montoy Safe
Harbor that the State has sought to use. When the error was discovered, SFFF retracted
its testimony and its support for S.B. 44. As the bill became S.B. 142, SFFF filed
testimony explaining the lapse in State logic, that SFFF did not support the bill, and the
reasons why. As Plaintiffs explained, it became apparent that the State had somehow
changed methodologies in the middle of its analysis and computation with no outward
indication that a method change from past practice had occurred.

S.B. 16 does not INCREASE funding by approximately $90 million each vear.

Under S.B. 16, Kansas K-12 public education is not receiving an additional $90 million
in funding each year. It makes a one time increase of funding of approximately $92
million in FY20 and carries it forward each year. S.B. 16 never causes funding to
increase again. (While there will be funding increases in the remaining out years, those
are solely attributable to the five-year plan adopted by the Legislature in 2018 and largely

approved by this Court in Gannon VI, but required adjustments for inflation).
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Again, S.B. 16 is only a one time increase of approximately $92 million in FY20.
This is not what is necessary to comply with Gannon VI. And, it is not an increase of
$363 million as Plaintiffs anticipate the State may argue.

During the effective period of S.B. 16 (between FY19 and FY23), funding will
admittedly increase. This is largely due to 2018’s S.B. 61, which this Court reviewed in
Gannon VI. Under S.B. 61, the base is scheduled to increase from $4,165 in FY19 to

$4,713 in FY20:

As discussed in Gannon VI, this will result in approximately $523 million in new
money. See Gannon VI, 308 Kan. at 389 (“Citing S.B. 423 and S.B. 61, the State
proposes to spread payment of that principal amount—which it calculates to be $522
million—over five years.”). This Court has already determined that this increase — alone
— does not comply with the constitutional requirements. 1d. at 390 (“we disagree with the

State’s notion of a principal sum of only $522 million being owed today.”).
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The Court plainly told the Legislature to go back and re-figure the amount of new
money needed, but this time, (1) include inflation on FY18 and FY19, which was
previously not done; and (2) carry that inflation through “until the memo’s calculated
principal sum ($522 million, plus the adjustment referenced above) is paid in full, e.g.,
approximately five years.” Gannon VI, 308 Kan. at 399.

The State knows how to do this: it needs to increase funding to Kansas public
schools by approximately $363 million between now and FY23. As Mr. Dennis
explained, this is the total cost — in terms of “new money” needed — to make the
“financial adjustments” identified by this Court in Gannon VI.

While there were “different ways” that the State could have increased funding by
$363 million, the model relied on in adopting S.B. 16 was the model chosen by the State
Board: to spread out the increase “over a four year period.” Appx. 3: SFFF Testimony, at
SFFF001221. This resulted in a need of approximately $90 million in “new money” for
each of the four remaining years of the five-year plan — not just for one year. Id., at
SFFF001209. If the State provided approximately $90 million in “new money” each year
of the plan, the end result would be much higher than what S.B. 16 provides by FY23.
The chart below demonstrates what constitutional compliance would look like, where the
red bricks represent the “new money” provided by S.B. 61 and the yellow brick represent

the amount of “new money” needed to adjust for inflation as directed by the Court.
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VY

Because the State chose to use a model that spread the increase out over four
years, “new money’’ is required each of those four years. The State could have chosen to
front-load the inflation, and put all $363 million of the necessary “new money” into the

system for FY20. That is not what it chose to do.
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As the chart demonstrates, the yellow bricks are the “new money” needed - to

comply with Gannon VI, the State must increase funding by this entire amount of “new

money.”

However, that is not what the State did. In adopting S.B. 16, the State made a one time
increase in funding of approximately $92 million in FY20, and then attempts to take
credit for it again each subsequent year. All the while, S.B. 16 never causes inflation

funding to increase again.

Unfortunately, Plaintiffs anticipate that the State will argue that because it increased

funding by $92 million one time, it should get credit again for that increase each year.
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Plaintiffs urge this Court to ignore this argument, which has no bearing in history, logic,
or math. Regardless of whether the decision to fund less than what this Court ordered
was an error or a conscious decision, it is clear that S.B. 16 does not provide the full $363
million of “new money” needed to reach the Montoy Safe Harbor and satisfy the Kansas

Constitution’s adequacy requirement by the State’s chosen method.

The State is approximately $272 million short of that goal.

Applying the State’s logic to past increases demonstrates the absurdity of its

current argument. In Gannon VI, the State argued that it was attempting to increase

funding by approximately $523 million over a five-year period. Gannon VI, 308 Kan. at
389 (“Citing S.B. 423 and S.B. 61, the State proposes to spread payment of that principal

amount — which it calculates to be $522 million — over five years.”).
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The “increases” already in statute by virtue of S.B. 61 and considered by the Court

last year can be summarized as follows:

Year Increase
2018-19 $108 million
2019-20 $102 million
2020-21 $105 million
2021-22 $105 million
2022-23 $103 million

Total: $523 million

Under the State’s purported “new methodology” that S.B. 16 somehow increases funding

by $363 million, the S.B. 61 additions would have instead looked like this:

Year Increase

2018-19 $108 million

2019-20 $108 million + $102 million

2020-21 $108 million + $102 million + $105 million

2021-22 $108 million + $102 million + $105 million

+ $105 million

2022-23 108 million + $102 million + $105 million
+ $105 million+ $103 million

Total: $1.576 billion
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No one contends that the State was attempting to increase funding by $1.576 billion; it

defies logic to make that argument. Yet, for some reason, the State wants this Court to

believe that a one-time increase of $92 million equals $363 million. It does not.

This error in the State’s logic was recognized at the February 6, 2019 Hearing

before the Senate Select Committee on Education Finance on S.B. 44 (an early version of

S.B. 16). After Mr. Dennis explained the methodology of calculating the Montoy Safe

Harbor target aid needed at $3.742 billion, Senator Jim Denning had this exchange with

Mr. Dennis:

Jim Denning:

Dale Dennis:

Gotcha. On just the finance piece, when the house bill, their
budget, which we sent to the Supreme Court [referring to
2018’s SB 61] they use the Montoy Logic all the way
through.

Now, the Board has deviated from that Montoy Logic and I’'m
specifically talking about the $363M which is on your page
three where it says additional required. So that’s a total
deviation from the Montoy Logic. So what we’ve used all this
time is an accumulating logic and this is a fixed logic. So if
we would use the Montoy Logic where the Supreme Court
signed off on we’re shorting schools $271M from FY20 to
FY23. So | looked ahead at the Schools for Fair Funding and
it looks like they’re agreed that we can deviate from the
Supreme Court’s demand, short the schools $271M and call it
a da%/. | just want to make sure that you’re in agreement with
that.

Sir, 1 don’t know it’s important that | agree but | would have
to look at the numbers because if | recall Montoy started out
at $4433 and then | assume you would apply then the

® Originally, SFFF supported S.B. 44 in committee hearings until the error in the calculation of
the bases was discovered after this exchange between Sen. Denning and Mr. Dennis. SFFF later
retracted its support for the bill with explanations of the error.
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consumer price index coming forward and I’'m not sure
exactly what that would be but | understand the logic.

Jim Denning: So | can show you offline. | stayed up late last night and
spread it out for you. But it’s clearly shorting schools
$271M from FY20 to FY23 and | just want to make sure |
guess if the attorneys sign off on it, it’s a no brainer but I
don’t (A) want to get sued and (2) I don’t want the Supreme
Court coming back that we defied them.

Dale Dennis: | understand that.
Appx. 3: SFFF Testimony, at SFFF001222.

The error in the State’s logic was also explained publicly by Sen. Denning in his
Capitol Update published in the Shawnee Mission Post on February 11, 2019. In that
update, Sen. Denning states:

The calculations the Governor is using in SB44 deviate from the

Montoy calculations and actually short schools about $271 million from

FY21-23. The courts signaled $360 million in new money, Governor Kelly

is giving only $90 million in new money. Hope she is not setting herself up

for another lawsuit when the Supreme Court checks the formula math later

this year. It clearly is not calculated under the Montoy method, which is the

basis of the Kansas Supreme Court’s entire demand for additional school

funding.

Appendix 5: Capitol Update: Denning says he’s not working on K-12 constitutional
amendment language in Senate.

VI. The State Has Failed to Answer this Court’s Questions Regarding

Virtual Aid or Explain the Inputs that Went into the Safe Harbor
Calculation

In Gannon VI, the Court noted that “questions exist” “regarding the State’s
decision to reduce the total aid amount by $31.2 million for virtual school aid.” Gannon,

308 Kan. at 389. Because the virtual school state aid operates outside the funding
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formula, and it is unclear how the State accounted for virtual school state aid in the April
23 memo, the Court held:

[T]he State needs to explain whether it included that aid in the first step of

its analysis when it generated the initial total aid amount of $3,108,690,821.

Because if not, we are unable to conceive of a rationale for the State later
deducting it to calculate the total target additional aid of $522,244,721.

Gannon VI, 308 Kan. at 399.

The State ignored this portion of Gannon VI entirely and has offered no
justification for reducing the total amount of “new money” necessary to fund inflation by
the virtual school state aid amount. In addition, other components of the calculation,
such as the inputs for the now non-existent Non-Proficient Weighting and what other
components were included or excluded remain unexplained.

VIIl. The Inflation Funded by S.B. 16 is not Reasonable Compared to Actual
or Projected Inflation

S.B. 16 funded an increase of $92 million. This is only one-quarter of the increase
that the State calculated was needed (which totaled $363 million). In other words, the

State only funded one-quarter of the 1.44% inflation that was calculated to be needed.

Therefore, in effect, the State only funded a 0.36% inflation increase each year
over the six year period in which the State was told to add inflation. In doing so,
however, it has not met its burden to demonstrate to the Court how a 0.36% inflation

increase is reasonable compared to actual or project inflation. For comparison:
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1. Actual inflation for 2018 was not 0.36%. Nor was it 1.44%. According to the
Bureau of Labor Statistics, actual inflation for 2018 was 1.92%. See Appendix
6: Bureau of Labor Statistics Inflation Table.

2. The Consensus Revenue Estimate for Inflation in 2019 and 2020 is not 0.36%
or 1.44%, but is 2.2%. See Appendix 7: November 20, 2018 Memo from
KLRD, at LEG006740 (“the 2019 and 2020 forecasts both call for a 2.2
percent inflation rate”).

While the Plaintiffs do not take issue with the State’s use of a 1.44% inflation rate,
the State simply cannot demonstrate that S.B. 16 represents a reasonable adjustment for
inflation. The inflation adjustment must be made each year, as inflation adjustments are
normally calculated.

VIIIl. As the State Has Continued to Underfund Education, Achievement Has
Continued to Decline

It is important to remember why this matter is now pending before the Kansas
Supreme Court for the seventh time: “the State [is] failing to provide approximately one-
fourth of all its public school K-12 students with the basic skills of both reading and
math, [and] is also leaving behind significant groups of harder-to-educate students.”
Gannon 1V, 305 Kan. at 855.

Unfortunately, the number of failing Kansas students continues to grow.
Inadequacy continues to cut its swath.

In their 2018 Opening Brief, submitted to this Court on May 7, 2018, Plaintiffs

highlighted the disturbing downward trend in student achievement that was demonstrated
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in KSBE’s Annual Report. Since that brief, unfortunately, achievement data has
continued to decline. Appendix 8: Excerpts from KSBE’s 2017-18 Annual Report,
related to 2018 Assessment Data. Since 2016, the percentage of students performing at
Level 1 has increased for every grade and every subgroup in both ELA and math. Id. at
SFFF001223-24. Level 1 and Level 2 are both below proficient. See id. at SFFF001224;
2018 Opening Brief, at Appx. 1. In 2016, 80.6 percent of African-American students
were below proficient in ELA (testing in Level 1 or 2). That number has risen to 82.71
percent. In 2016, 73.5 percent of free and reduced lunch students were below proficient
in ELA,; that number is now 77.2 percent. In 2016, 86.51 percent of African-American
students were below proficient in math; that number is now 87.14 percent. In 2016,
79.36 percent of free and reduced lunch students were below proficient in math; that
number is now over 80 percent. These results are simply not acceptable.

Kansas students continue to receive an unconstitutional education because of the
State’s underfunding. The Legislature is well aware that money makes a difference in
public education and its decision to underfund education is causing these decreases in
student achievement. And, yet, the State has funded less than what is needed.

IX.  The Burden is Still on the State.

If the State chose not to fully fund the “Montoy Safe Harbor”, the State bears the
burden to prove that what they adopted is reasonably calculated to have all students meet

or exceed the standards set out in Rose. See infra. It cannot.
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ARGUMENTS AND AUTHORITIES

By failing to make the necessary “adjustments” to bring the school funding
formula within the protection of the Montoy safe harbor, the State has adopted a bill that
does not provide the level of funding that this Court indicated was necessary in Gannon
VI. Because the State cannot meet its burden to demonstrate compliance, this Court
should declare that S.B. 16 does not pass the bar of constitutional compliance set by this
Court in Gannon V1.

I. THE STATE BEARS THE BURDEN TO DEMONSTRATE CONSTITUTIONAL
COMPLIANCE

This Court succinctly set forth its standard of review for constitutional adequacy
and the State’s burden of proof in Gannon VI. 308 Kan. at 382-83. For the same reasons
set forth therein, “the State will bear the burden of establishing compliance and
explaining its rationales for the choices made to achieve it.” Id. at 383.

Il. THE STATE CANNOT MEET ITS BURDEN

This Court should conclude that S.B. 16 does not pass the bar of constitutional
compliance set forth in Gannon VI. There is no evidence that was presented to the
Legislature on which it could rely to conclude that it does.

In Gannon VI, the Court found that the State had attempted to constitutionally
fund K-12 public education in Kansas through the Montoy safe harbor. However, the

State fell short of that goal. The Court noted:
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The State claims it has raised education funding to at least such

levels as to be firmly anchored in this self-described “Montoy safe harbor.”

And with some financial adjustments to the State’s remediation plan, we

basically agree that through structure — and particularly implementation — it

can bring the K-12 system into compliance with the adequacy requirement

in Article 6 of the Kansas Constitution.

Gannon VI, 308 Kan. at 387.

The Court made clear that “financial adjustments” were necessary to bring the
State’s plan into compliance with the “Montoy safe harbor.” Importantly, at no time did
the Court or Plaintiffs impose any requirement on the State that it must fund education in
this manner. Rather, the State chose to “implement its self-styled ‘Montoy safe harbor’
plan of compliance.” Gannon VI, 308 Kan. at 374.

The Court made clear that if the State is going to prove constitutional compliance
through the Montoy safe harbor, it must also choose “to make timely financial
adjustments in response to the problems identified with the plan” and then complete that
plan. Gannon VI, 308 Kan. at 398-99. The Court also cautioned the State that to
demonstrate constitutional compliance, it needed to prove a rationale for its decision to
deduct virtual school state aid in the April 23 memo. The State did not do either of these.

Having elected to not make the necessary “financial adjustments” and to not
explain its treatment of virtual school state aid, the State has removed itself from the
protection of its “self-described Montoy safe harbor plan.” Having funded less than what
this Court has indicated was necessary to satisfy the adequacy requirement, the State

cannot demonstrate it has met its burden. S.B. 16 does not pass the bar of constitutional

compliance set by this Court in Gannon VI.
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CONCLUSION

For the reasons stated herein, Plaintiffs request that this Court:

(1) Declare that S.B. 16 has not passed the bar of constitutional compliance
identified by this Court in Gannon VI.

(2)  Further stay the Court’s mandate in Gannon VI, until June 30, 2020.

(3)  Continue its order that the KSEEA - enacted by S.B. 19 and amended by
S.B. 423 and S.B. 61 — will remain in temporary effect.

(4)  Enter a finding that S.B. 16 should go into temporary effect for FY20, since
S.B. 16 appropriately funds one-quarter of the needed inflation in compliance with
Gannon VI, by providing a sufficient inflationary increase in FY20 only.

(5) Allow the Legislature an additional legislative session to make the
necessary financial adjustments to appropriately account for inflation, as set forth in

Gannon VI.
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Plaintiffs request that the Court retain jurisdiction of this matter until it enters a
finding that the State is in compliance with both the adequacy and equity requirements of
the Kansas Constitution.

Dated this 15th day of April, 2019.

Respectfully submitted,

s/ Alan L. Rupe

Alan L. Rupe, #08914

Jessica L. Skladzien, #24178

LEWIS BRISBOIS BISGAARD & SMITH LLP
1605 North Waterfront Parkway, Suite 150
Wichita, KS 67206-6634

(316) 609-7900 (Telephone)

(316) 462-5746 (Facsimile)
alan.rupe@Iewisbrisbois.com
jessica.skladzien@lewisbrisbois.com

John S. Robb, #09844
SOMERS, ROBB & ROBB
110 East Broadway
Newton, KS 67114

(316) 283-4650 (Telephone)
(316) 283-5049 (Facsimile)
johnrobb@robblaw.com

Attorneys for Plaintiffs
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Appendix 1:
April 23, 2018 Memo from the KLRD
to Legislative Counsel Curtis Tideman

Appendix 1 is the April 23, 2018 Memo repeatedly referenced by the Court in Gannon VI, of
which this Court has already taken judicial notice. See Gannon v. State, 308 Kan. 372, 388-389
(2018). It was previously submitted to this Court by the State as Appendix 48 to the State’s May 7,
2018 Brief, and is already a part of the record in this case.



68-West—Statehouse, 300 SW 10th Ave.
Topeka, Kansas 66612-1504
(785) 296-3181 [ FAX (785) 296-3824
kslegres@kird.ks.gov http://www.kslegislature.org/kird

April 23, 2018

To: Curtis Tideman, Legislative Counsel
From: Edward Penner, Principal Research Analyst

Re: House School Finance Calculation Effort

During House Committee on K-12 Education Budget discussion and floor debate (House
Committee of the Whole) on HB 2445, several representatives referred to a target for increased
aid to schools of approximately $522.2 million. This memorandum attempts to describe the
considerations and calculations used to arrive at the $522.2 million amount. The amount is
essentially arrived at by applying the 2010 school finance formula to current student enroliment,
distribution, and demographics and bringing the spending level forward for inflation.

The 2008 Legislature provided for a base state aid per pupil of $4,492 for school year
2009-2010. Applying the school finance formula as it existed in 2010, including the base state
aid per pupil of $4,492, to the current Kansas student population, including those students
eligible for all of the weightings in the formula as it existed in school year 2009-2010, results in a
total amount of aid to schools in the district general funds of approximately $3,108.7 million.
Aside from the change in the per weighted pupil base amount, the other formula changes from
school year 2009-2010 to the current formula include the addition of funding for all day
kindergarten, the adjustment of the at-risk weighting from 0.456 to 0.484, and other smaller
adjustments to various weightings and formula provisions.

The next step in this analysis was to adjust that amount for inflation. The index used for
this consideration was the CPI-U for the Midwest region, as reported by the U.S. Bureau of
Labor Statistics. For the inflation adjustments, please see the table below. The inflation
adjustments resulted in a new total amount of aid to schools of $3,434.9 million.

Inflation  Inflation Adjustment

Year Prior Year Amount Percent Amount New Amount

2011 $ 3,108,690,821 322 % $ 100,099,844 $ 3,208,790,665
2012 3,208,790,665 2.03 65,138,451 3,273,929,116
2013 3,273,929,116 1.40 45,835,008 3,319,764,124
2014 3,319,764,124 1.47 48,800,533 3,368,564,656
2015 3,368,564,656 (0.54) (18,190,249) 3,350,374,407
2016 3,350,374,407 0.85 28,478,182 3,378,852,590
2017 3,378,852,590 1.66 56,088,953 3,434,941,542

App. #001221



The final step in arriving at the target amount for increased aid to schools was to deduct
the current state aid and the already-scheduled increases for school year 2018-19. The school
year 2017-2018 state aid amount was $2,817.1 million, which is a sum of approximately $31.2
million of virtual school state aid and approximately $2,785.9 million of state foundation aid
associated with a base aid for student excellence of $4,006. At the time of these calculations,
the estimated increase for school year 2018-2019 over 2017-2018 due to 2017 SB 19 was
approximately $95.6 million. Deducting these two amounts from $3,434.9 million results in a
remaining amount of $522.2 million.

Target Aid to Schools $ 3,434,941,542
Current Aid (2,817,090,821)
Scheduled Increase in Aid (95,606,000)
Total Target Additional Aid $ 522,244,721
EFP/kal
Kansas Legislative Research Department 2 Tideman — Penner — House, Schoo| Fji
Calculation EffoA-p,H)r)} 55%%%



Appendix 2:
Memorandum from Dale Dennis to
Senate Select Committee on
Education Finance, dated February 6,
2019

The Memorandum is publicly available at
http://www.kslegislature.org/li/b2019 20/committees/ctte_spc_select_committee_on_education_fina
nce_1/documents/testimony/20190206 01.pdf. It is appropriate for this Court to take judicial notice
of the Memorandum, which is publicly available, and Plaintiffs respectfully request that this Court
do so. K.S.A. 60-409(b)(4); K.S.A. 60-412(c).
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KANSAS STATE DEPARTMENT OF EDUCATION
BUDGET APPEAL TO THE LEGISLATURE

FISCAL YEAR 2020
Agency Requested Governor’s Amount of Page
Expenditures Recommendation Appeal No.
State Operations
State General Fund
1. KPERS and Group Health Insurance $ 124,222 $ 0 $ 124222 1
Total $ 124,222 $ 0 $ 124,222
State Aid to Local School Districts
and Other Assistance
State General Fund
1. Special Education Services Aid $ 547,581.417 $ 497.880.818 $ 49.700.599 2
Total $ 547,581,417 $ 497,880,818 $ 49,700,599
P5
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FISCAL YEAR 2020

STATE OPERATIONS — KPERS and GROUP HEALTH INSURANCE
EMPLOYER CONTRIBUTIONS

As shown below, rates included in this year’s Budget Cost Indices for KPERS and group health insurance
for FY 2020 increased significantly in comparison to rates assessed for the current year.

FY 2019 FY 2020
KPERS Composite Rate 14.21% 15.41%
Group Health Insurance (State Contribution)
Full-Time Single Member (Annual) $ 7,050.24 $ 7,282.56
Full-Time Dependent (Annual) $ 3,334.56 $ 3,444.00
Full-Time Healthy Kids (Annual) $11,012.16 $11,374.80

For FY 2020, the higher rates result in an increase to the state general fund portion of our salaries and wages
budget in the amount of $88,532 for KPERS and $35,690 for group health insurance, for a total increase of
$124,222. In some previous years’ state general fund allocations, additional funds were provided for
employer contribution increases. However, no adjustments were made to our FY 2020 allocation to offset
the rate increases.

To absorb the increases for KPERS and group health insurance, it will be necessary to increase our
shrinkage rate by holding two to three positions vacant. Since approximately half of our salaries are funded
from the state general fund, holding these additional positions vacant will have a negative impact on our
operations. Depending on which positions are not filled, this action could result in fewer audits of USDs,
delays in distributing state aid payments and other miscellaneous payments, delays or reductions in the
number of school districts accredited, delays in the review and approval of new curricular standards, delays
in the review and/or approval of teacher preparation programs, delays in maintaining computer programs
and increased IT security breaches, or the potential loss of federal funds by not meeting state administrative
maintenance of effort requirements.

In order to allow the Department of Education to continue to provide high quality service to school districts
and their patrons, the Governor’s Office, the Legislature, and the numerous other customers we serve, we
strongly urge the Legislature to support this request.

STATE GENERAL FUND
FY 2020 Governor’s Amount of
Request Recommendation Appeal
$124,222 $0 $124,222
Page 1
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FISCAL YEAR 2020
SPECIAL EDUCATION SERVICES AID

The federal Individuals with Disabilities Education Act (IDEA) requires states to provide a free appropriate
public education to all children with disabilities between the ages of 3 and 21. This Act defines “children
with disabilities” as those children who need special education and related services because of conditions
such as mental retardation, hearing or visual impairment, emotional disturbance, or autism. The Kansas
Special Education for Exceptional Children Act augments federal law by requiring school districts to
provide special education services to gifted children as well.

In response to the Supreme Court’s ruling in the Montoy v. Kansas school finance court case, the Legislature
made several adjustments in the funding formula including those aimed at increasing funding for special
education. Specifically, the Legislature amended K.S.A. 72-3422, which mandates that state aid for special
education be equal to 92 percent of the estimated excess costs of educational services provided to students
with disabilities.

To coincide with the new five-year school funding plan approved by the Legislature, the State Board of
Education recommends increasing Special Education Services Aid incrementally to 92 percent of excess
costs by the 2022-23 school year. Under this request, Special Education Services Aid would be funded at
86 percent of excess costs for FY 2020, 88 percent of excess costs for FY 2021, 90 percent of excess costs
for FY 2022 and 92 percent of excess costs for FY 2023.

Since both state and federal laws mandate that schools provide students with disabilities a free appropriate
public education, school districts must absorb the percentage of excess costs not funded by the state, which
reduces the amount of funding available to spend for general education students. Under current state law,
the amount of unfunded special education excess costs is_estimated to be $87.9 million for
FY 2020. Under the State Board’s recommendation, that amount drops to $38.2 million ($87.9
million minus $49.7 million additional funding requested).

Not funding special education excess costs compounds the problem of school districts not having available
resources to adequately fund K-12 public education in our state.

Based on the November 7, 2018 education consensus estimates prepared by the Division of the Budget, the
Legislative Research Department and the Department of Education, the projected cost to fund 86 percent
of special education excess costs is $547,581,417 for FY 2020. Under the Governor’s recommendation, it
is estimated that the percent of special education excess costs funded will drop from 81.4 percent in the
current year to 78.2 percent for FY 2020.

In its December 2018 audit report on K-12 Education: Evaluating Special Education Costs, the Legislative
Division of Post Audit recommended the Legislature consider funding special education at the statutory
amount or changing the law.

The State Board urges the Legislature to recommend funding special education at 86 percent of excess costs
for FY 2020, with a goal of reaching the statutory level of 92 percent by FY 2023.

STATE GENERAL FUND
FY 2020 Governor’s Amount of KSBE
Request Recommendation Appeal Recommendation
$547,581,417 $497,880,818 $49,700,599 86% of excess costs
Page 2
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Estimated Special Education Excess Costs--FY 2019, FY 2020, & FY 2021

FY 2018 Actual Expenditures $ 899,723,699
FY 2019 Estimate
FY 2018 Actual 899,723,699
Percent Change (Based on teacher salary increase av  4.00% 35,988,948
Added Teachers No./Amount 200 $ 66,994 13,398,800
Estimated Total FY 2019 Expenditures 949,111,447
Excess Cost Computation:
Projected Total Expenditures 949,111,447
Less Ave per Pupil Cost of Regular Ed. $ 7,230
times FTE special ed pupils exc. SRS residents 27,952 202,092,960
Less Federal Aid 106,000,000
Less Medicaid Reimbursements 37,939,756
Less SRS Administrative Costs (State Hospitals) 300,000
FY 2019 Excess Costs $ 602,778,731
State Aid at 92.0% $ 554,556,433
FY 2020 Projection
FY 2019 Estimate 949,111,447
Percent Change (Based on teacher salary increase av  3.50% 33,218,901
Added Teachers No./Amount 175 $ 69,674 12,192,950
Estimated Total FY 2020 Expenditures $ 994,523,298
Excess Cost Computation:
Projected Total Expenditures $ 994,523,298
Less Ave per Pupil Cost of Regular Ed.  § 7,520
times FTE special ed pupils exc. SRS residents 28,300 212,816,000
Less Federal Aid 106,000,000
Less Medicaid Reimbursements 38,684,720
Less SRS Administrative Costs (State Hospitals) 300,000
FY 2020 Excess Costs 636,722,578
State Aid at 92.0% 585,784,772
FY 2021 Projection
FY 2019 Estimate 994,523,298
Percent Change (Based on teacher salary increase a1 3.50% 34,808,315
Added Teachers No./Amount 150 $ 72,112 10,816,800
Estimated Total FY 2021 Expenditures $  1,040,148,413
Excess Cost Computation:
Projected Total Expenditures $  1,040,148,413
Less Ave per Pupil Cost of Regular Ed.  $ 7,820
times FTE special ed pupils exc. SRS residents 28,650 224,043,000
Less Federal Aid 106,000,000
Less Medicaid Reimbursements 38,684,720
Less SRS Administrative Costs (State Hospitals) 300,000
FY 2021 Excess Costs $ 671,120,693
State Aid at 92.0% S 617,431,038

Date of Consensus Education Meeting: November 7, 2018 (KSDE, DOB, KLRD)
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Appendix 3:

Testimony Submitted by Schools for
Fair Funding on March 6, 2019
regarding S.B. 142, Which Later

Became S.B. 16

It is appropriate for this Court to take judicial notice of this testimony, which is publicly
available and part of the legislative history of S.B. 16, and Plaintiffs respectfully request that this
Court do so. K.S.A. 60-409(b)(4); K.S.A. 60-412(c). Pages SFFF001221-1222 of this Appendix
summarize oral testimony of Mr. Dennis to the Senate Select Committee on Education Finance,
dated February 6, 2019. That testimony, which is part of the legislative history, is available at
http://sg001-harmony.slig.net/00287/Harmony/en/PowerBrowser/PowerBrowserV2/20190206/-
1/5935. It is appropriate for this Court to take judicial notice of the testimony itself. K.S.A. 60-
409(b)(4); K.S.A. 60-412(c).




Senate Select Committee on Education Finance
S.B. 142 Appropriations for the Department of Education for FY 2020 and 2021

Testimony submitted by Schools For Fair Funding
March 6, 2019

Chairman Baumgardner, Members of the Committee:

SB 142 provides the appropriate inflationary increases for FY 20, but the funding and base
numbers are not appropriate for the ensuing 3 years, so SFFF cannot support this bill in its
current form.

As you know, SFFF came out in support of SB 44 last month because it believed it would add
$363 million in NEW funding over the next four years to cure the inflation issue. This was the
amount that Dale Dennis calculated last summer and again on February 6 for inflation. After the
hearing on SB 44, at the suggestion of Sen. Denning, SFFF realized that the Bases in that bill did
not implement the KSDE “new money needed” analysis that Mr. Dennis provided. SFFF then
had to retract its testimony supporting SB 44 due to the error. SB 142 continues the same
mistake in the Bases as SB 44, so SFFF cannot support this bill in its current form. SFFF can
support the bill if the correct Bases are included.

Historical perspective. The State argued to the Kansas Supreme Court last summer that the
finance system should be constitutional if spending levels were increased to the levels in place at
the conclusion of the Montoy case in 2010, as adjusted for inflation. Last summer, Legislative
Research calculated those spending levels and concluded that, as of 2017, the system should be
constitutional if $3,434,941,542 was being spent. That amount was not being spent. The state
then, in SB 61 last session, increased funding to approximate those spending levels in a phased-
in plan from 2019 through 2023. In Gannon VI, the court found that the spending targets and the
so-called Montoy Safe Harbor would be an appropriate end to the litigation, if but only if
inflationary amounts were added, to recognize that the spending target was calculated as of 2017
spending, but the phase-in would not provide those dollars until 2023. The court required those 6
years of inflation (2017-2023) to be added by 2023 if the state desired to rely on the Montoy
Safe Harbor to end the litigation. This amounts to adding 6 years of inflation over the next 4
years to catch up the missing, past years.

The State Board of Education then calculated that $363 million in NEW funding was needed to

fund this required inflation over the phase-in period. SFFF believes that all parties are in

agreement that this $363M is the needed amount of new money to fund the inflation. Note that
SFFF001204



even Dale’s February 6 testimony refers to this as additional funding or “new money” funding. It
was intended to be in addition to the increases already scheduled to take place as adopted in
SB61.

The issue comes in the conversion of this new $363M into the Bases needed to drive the
formula.

The Bases in the bill, as written, include only one (1) installment of NEW inflation money over
the four year period. It only provides approximately $90M in new money. The remaining years
are simply repeating the prior year’s money and are, thus, NOT equivalent to the NEW money
required by the KSDE calculation to reach the Montoy Safe Harbor. The correct method if
phased over four years requires four (4) $90M installments of NEW money to reach the KSDE
$363M new money target and the Montoy Safe Harbor.

The correct method of phasing these increases in has been used for many years. It was used
during the conclusion of the Montoy litigation and it was used again last year in SB 61. A yearly
amount of NEW money is added. The following year, that amount repeats and another
installment of NEW money is added. The following year this pattern repeats. New money is
added to the repeating money to reach the goal. The effect of the bases contained in this bill is to
depart from accepted methodology and to attempt to count this “repeating” money as “new”
money. It is simply funny math. It does not reach the goal.

SFFF does support the FY2020 appropriation of $92,659,017 and base of $4436 in this bill. It
adds the first of the four required new money increases needed to phase-in the missing 6 years of
inflation.

SFFF cannot support the FY2021 appropriation of $89,659,017 and base in FY2021 of $4569. It
does NOT add a second installment of NEW money needed to phase in the missing 6 years of
inflation.

Similarly, the bases for FY2022 and FY2023 are also incorrect to continue the phase-in of 2018
SB61 and to phase-in a total of $363M in new money needed for inflation.

A check step. KSDE computed the amount of increased aid needed to reach the Montoy Safe
Harbor in the Dale Dennis February 6 testimony. Like the Legislative Research computation in
2018, Dale continues the methodology from 2017 through 2023. Dale finds that total spending in
2023 should equal $3,742,611,889 to equate to Montoy spending in 2010 adjusted for inflation.
See page 2 of Dale’s February 6 testimony. To see if the bases contained in both SB 44 and SB
142 hit this mark, you need only look as far as the Governor’s Current Projections which are
attached. It clearly shows that in 2023 the spending level only reaches $3,419,231,000, not the
required $3,742,611,889 for the Montoy Safe Harbor.

Another check step. If you compare the 2018 version of the projections to the current 2019
version of the projection you see that in 2018, after SB 61 was adopted, the 2023 spending level
was projected to be $3,310,599,000. The Current 2019 projection for 2023 shows the level at
$3,419,231,000, a difference of only $108,632,000. This means that only $108M of new money
was added by the current bill over the total phase-in time period, NOT the required $363M
required by the state’s analysis.

SFFF001205



Yet another check step. Rather than add the inflation over a four year phase-in, what addition to
the base would be needed to be added “all at the end” to fund the required $363M of new
inflation money. $363,036,068 divided by 700,154 weighted students produces a needed addition
to the base of $519 to cover the inflation amount. If you add that amount to the base all at the
end of the SB 61 phase-in in 2023, you get $4713 + $519 = §5232. This is far higher than the
final base contained in the bill.

When Dale was asked if the Bases in this bill will reach the required $3.7B spending level for
the Montoy Safe Harbor that the state desired to reach, he responded “No sir.” He added that the
Bases in the bill will only produce an ending spending level of approximately $3.4B. This is
verified by the governor’s current spending projection for 2023. The bases in the bill simply are
not correct, nor do they follow from the KSDE and Legislative Research analysis of what is
needed for the state to reach and take advantage of the Montoy Safe Harbor to comply with the
court order and end the litigation.

Dale Dennis has provided the Base numbers needed to address the inflation and reach the $3.7B
Montoy Safe Harbor. Those bases are:

FY20 $4436
FY21 $4697
FY22 $4958
FY23 $5219

These are the Bases that include BOTH the SB 61 adequacy amount AND the new inflation
amount. These are the correct Bases that need to be included in SB 142 to cure the error.

SB142, as introduced, addresses and includes both the SB 61 new money and the inflation new
money for the first year only, FY20. However, the Base amounts included in Section 4 of the bill
as introduced do NOT include the required new inflation money for FY21, FY22 and FY23.

Upon analysis we find that, in its current form, SB 142 would not satisfy the Gannon VI
decision. Without correction we cannot support SB 142. With correction of the bases as set forth
above, SFFF can still support the bill.

Thank you for allowing SFFF to clarify SFFF’s opposition to the bill.

Contact information:

Bill Brady

Schools For Fair Funding
785233 1903

S:\S\SFL\Bills 2019\SFFFtestimony3-6-19.wpd
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STATE GOAL.:

Returning to Level of Spending in FY 10.

This was the Montoy level of spending
before the cuts.

Rationale: It was constitutional 1n
2006. It should be
constitutional now 1f
adjusted for inflation to
current dollars.

SB 61 attempted to do this during the
2018 session.

They call this the Montoy Safe Harbor.

991599
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state ¢

TO:

FROM:

SUBJECT:

Dale M. Dennis, Deputy
Commissioner of Education

Senate Select Committee on Education Finance

State Board of Education Budget Recommendations

February 6, 2019

The purpose of this memorandum is to review how the State Board of Education determined its
recommendations on the Base Aid for Student Excellence (BASE).

The process began with the following chart submitted to the Supreme Court by the state

attorneys.

Inflation

Prior Year  Inflation Adjustment
Year Amount Percent Amount New Amount
2011 $ 3,108,690,821 322 $ 100,099,844 $ 3,208,790,665
2012 3,208,790,665 2.03 65,138,451 3,273,929,116
2013 3,273,929,116 1.40 45,835,008 3,319,764,124
2014 3,319,764,124 1.47 4,880,533 3,368,564,656
2015 3,368,564,656 (0.54) (18,190,249) 3,350,374,407
2016 3,350,374,407 0.85 28,478,182 3,378,852,590
2017 3,378,852,590 1.66 56,088,953 3,434,941,542

Following discussion, the State Board increased the inflation factor by 1.44 percent. This
decision was based on the following quote from the Kansas Supreme Court Opinion, June 25,

2018.

“Toward that end, we observe that the average of all the years of inflation shown in
the State’s chart from its April 23, 2018 memo (SY 2010-11 through SY 2016-17) is
1.44%. Inflation adjustments for SY 2017-18 and SY 2018-19 obviously enlarge the
State’s principal figure of $522 million. That enlarged principal amount then needs
to be adjusted gain (for inflation) until the new principal is paid in full over time—
as the State’s chosen remediation plan provides.”

991586

SFFF001208



INFLATION ADJUSTMENT

Inflation
Prior Year Inflation Adjustment Net
Year Amount Percent Amount Amount

2010-11 $3,108,690,821 3.22 $100,099,844 $3,208,790,665
2011-12 $3,208,790,665 2.03 $ 65,138,451 $3,273,929,116
2012-13 $3,273,929,116 1.40 - $ 45,835,008 $3,319,764,124
2013-14 $3,319,764,124 1.47 $ 48,800,533 $3,368,564,656
2014-15 $3,368,564,656  (0.54) ($18,190,249) $3,350,374,407
2015-16 $3,350,374,407 0.85 $ 28,478,182 $3,378,852,590
2016-17 $3,378,852,590 1.66 $ 56,088,953 $3,434,941,542
2017-18 $3,434,941,542 1.44 $ 49,463,158 $3,484,404,700
2018-19 $3,484,404,700 1.44 $ 50,175,428 $3,534,580,128
2019-20 $3,534,580,128 1.44 $ 50,897,954 $3,585,478,076
2020-21 $3,585,478,076 1.44 $ 51,630,884 $3,637,108,960
2021-22 $3,637,10% 040 144 ¢ &naTanen ®osan son ann
2022-23 $3,689,

SUMMARY

Target Aid To Schoc

Less: Current Aid

Less: Scheduled Inci

Total Target Additio

[Markup and comments by SFFF]
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ANNUAL

SUMMARY 2019-20 2020-21 2021-22 2022-23 TOTAL
Four-Year $194,854,017  $194,854,017  $ 194,854,017  $194,854,017  $779,416,068
Average

Five-Year Plan
Amount

Additional $ 92,659,017 $ 89,659,017 $ 89,659,017 $91,659,017 $ 363,636,068
Required

The State Board increased the amount by 1.44 percent as outlined by the Supreme Court,
subtracted current aid plus the amount approved in 2018-19 and then divided by four (four-year
period) and subtracted from that amount the amount already approved by the Legislature.

They then adjusted the BASE only on the amounts that would be needed for the next four years
that is approximately $90 million per year. The State Board’s BASE recommendations are

provided below.

Sub. for SB 61 KSBE

2018-19 $ 4,165
2019-20 4,302
2020-21 4,439
2021-22 4,576
2022-23 4,713
2023-24 CPI

h:leg:SSCEF—SB 44—2-6-19

991586
[Markup and comments by SFFF]
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Another view of the issue:

What if the $363M for inflation was added to the final year
rather than spreading it over 4 years?

Base
Amount Increase
Needed for Weighted Needed for
Inflation Enrollment Inflation
Increase in FY23 Only
$363,636,068 / 700,154 = $519

$519 on the base is needed for inflation only.

FY23 base in

current law $4,713
Inflation + $519
Base needed $5,232
by FY23 to

include SB61
plus Inflation

Conclude: The final phased-in base in FY23 must approximate
$5,232 to fund both SB61 plus the Gannon VI required
inflation. Getting there in a phased-in manner should not
reduce the final required base to achieve the goal.

991590
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Date: February 13, 2019 at 1:15:20 PM CST

Listed below—see estimated BASE amounts.

2019-20 S 4,436
2020-21 $ 4,697
2021-22 $ 4,958
2022-23 ~ §5,219

Let us know if you have questions.

Dale

Dale M. Dennis

Deputy Commissioner
Division of Fiscat & Administrative Services

- 9 (785) 296-3871
“ , ddennis@ksde.org

www. ksde.orq

CAN Kansas State Department of Education
s LA# e 7y LANDON STATE QFFICE BUILDING, 900 SW JACKSON STREET, SUITE 354, TOPEKA, KS 66612

991587 Base Amounts Needed to Reach 3,742,611,889 by FY23
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Dale Dennis Testimony February 6, 2019
Senate Select Committee on Education Finance

Dale Dennis: I am supposed to review with you how the Board arrived at their numbers. One on
general state aid and then our budget appeal. So we’ll try to do that within the time
frame.

On the first page of our memo, and John referred to this a little bit ago, from the
memo that went to the Supreme Court from the State’s Attorneys. You’ll see that
table that shows about a several, six to seven year history of the inflation costs, and
that’s what was very very important in arriving of what the court came down with.

You’ll notice right under that table was a quote from the court. They took an average
of those inflation factors and they averaged 1.44%. The Board’s opinion when we
did this, they thought that was kind of a vehicle that the court would accept the 1.44.

You may hear today somebody that the inflation will be higher than that. But we
believe based on that language at the bottom of the page that the board thought that
would be acceptable to the court. So on page two we apply that 1.44% out for the
number of years that the law provided for. Five years, so there’s four years left.

And you’ll notice the target aid after the 1.44% in 2023 is $3.742B. The 2.817B was
in the memo that went to the court and the State’s attorneys.

The $146M is what we added last year in General Aid and also includes Special Ed.
We subtract that out and we are $779M short and what the Board chose to do, and
there is more than one way you could do this and come up with higher numbers, they
spread that $779M on page three over a four year period and that’s $194M. You
subtract out the money that you approved, the bill you approved last year which run
about a little over $100M to $105M per year. Subtract that out and that leaves you in
the range of $89M to $92M per year.

The Board then translated that into an amount per pupil and that amount per pupil is
shown on page three. It increases the base amount per pupil about the $90M to
$89M to $92M per year. Same law that you adopted last year it just takes, tries to
solve the adequacy problem. That’s how the board went about that.

I also attached another sheet that came out of the Governor’s budget that shows the
four year history of that and which is based on the same base amount per pupil.

Before I go to the other piece dealing with the agency, is there any questions?
That’s nine credit hours in three minutes. Is there any questions you got in there?

Molly Baumgardner: Senator Denning.
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Jim Denning:

Dale Dennis:

Jim Denning:

Dale Dennis:

Jim Denning:

Dale Dennis:

Jim Denning:

Dale Dennis:
Jim Denning:

Dale Dennis:

Dale before I start talking about the finance piece, do you have any idea why
Governor Kelly added the whole entire budget to what we’re working on today
rather than just let us sort out the latest demand for inflation? Do you have any idea
why she bundled the whole darn education budget in one bill?

No you will have to ask somebody else other than me sir. I couldn’t answer that.

Gotcha. I mean, it’s caused so much angst because there’s half of the State’s budget
is sitting in this committee and we’re really just interested in sorting out the final
piece.

Somebody else might be able to but I couldn’t tell you why it’s in one bill verses
more than one. Sorry.

Gotcha. On just the finance piece, when the house bill, their budget, which we sent
to the Supreme Court they use the Montoy Logic all the way through.

Now, the Board has deviated from that Montoy Logic and I’m specifically talking
about the $363M which is on your page three where it says additional required. So
that’s a total deviation from the Montoy Logic. So what we’ve used all this time is
an accumulating logic and this is a fixed logic. So if we would use the Montoy Logic
where the Supreme Court signed off on we’re shorting schools $271M from FY20
to FY23. So I looked ahead at the Schools for Fair Funding and it looks like they’re
agreed that we can deviate from the Supreme Court’s demand, short the schools
$271M and call it a day. I just want to make sure that you’re in agreement with that.

Sir, I don’t know it’s important that I agree but I would have to look at the numbers
because if I recall Montoy started out at 4433 and then I assume you would apply
then the consumer price index coming forward and I’m not sure exactly what that
would be but I understand the logic.

So I can show you offline. I stayed up late last night and spread it out for you. But
it’s clearly shorting schools $271M from FY20 to FY23 and I just want to make
sure | guess if the attorneys sign off on it, it’s a no brainer but I don’t (A) want to get
sued and (2) I don’t want the Supreme Court coming back that we defied them.

I understand that.

So if we could talk offline about that. Thank you.

] understand.

S:\S\SFL\991601 Dale Dennis Testimony Senate Select Committee 2-6-19.wpd
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Appendix 4:
Memorandum from Dale Dennis
regarding Governor’s Proposed

School Finance Plan, dated January
17, 2019.

IThe Memorandum is available at
https://www.ksde.org/Portals/0/School%20Finance/Action%20Items/SF19-021--CX--1-17-19.pdf.
It is appropriate for this Court to take judicial notice of this testimony, which is publicly available
and part of the legislative history of S.B. 16, and Plaintiffs respectfully request that this Court do so.
K.S.A. 60-409(b)(4); K.S.A. 60-412(c).




January 17, 2019
FROM: Dale M. Dennis, Deputy
Commissioner of Education
Craig Neuenswander, Director, School Finance
SUBJECT:  Governor’s Proposed School Finance Plan

Attached is a computer printout (SF19-021) which provides the estimated effects of the
Governor’s proposed school finance plan for the 2019-20 school year

COLUMN EXPLANATION
Column 1- 2017-18 OR 2018-19 Estimated adjusted enrollment whichever is higher

(Four-year-old at-risk same as prior year)

2 -- 2019-20 Estimated total weighted FTE enrollment (excluding special education)
(New facilities based on prior year)

3 -- 2019-20 Estimated virtual state aid (Same as prior year)

4 -- 2018-19 Estimated computed general fund budget with BASE of $4,165
5 -- 2019-20 Estimated computed general fund budget with BASE of $4,436
6 -- Difference--Estimated computed general fund budget (Column 5 —4)
7 -- 2019-20 Estimated special education increase

8 -- 2019-20 Estimated general fund increase including special education

https://www.ksde.org/Portals/0/School%20Finance/Action%20Items/SF19-021--CX--1-17-19.pdf 991608
KSDE158339
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Appendix 5:
“Capitol Update: Denning says he’s
not working on K-12 constitutional
amendment language in Senate”

See Jay Senter, Capitol Update: Denning says he’s not working on K-12 constitutional
amendment language in Senate, SHAWNEE MIssION PosT (Feb. 11, 2019 9:30 AM). The full article
is available at https://shawneemissionpost.com/2019/02/11/capitol-update-denning-says-hes-not-
working-on-k-12-constitutional-amendment-language-in-senate-76978. It is appropriate for this
Court to take judicial notice of this article, which is publicly available, and Plaintiffs respectfully
request that this Court do so. K.S.A. 60-409(b)(4); K.S.A. 60-412(c).
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Capitol Update: Denning says he’s not working on K-12 constitutional
amendment language in Senate

JAY SENTER - FEBRUARY 11, 2019 9:30 AM

Jim Denning (center) at a candidate forum ahead of the 2016 election.

Each legislative session, we provide the Shawnee Mission area’s elected officials with the chance to share their thoughts
about what'’s happening in the state capitol. Rep. Cindy Holscher, Rep. Jan Kessinger and Sen. Jim Denning are scheduled

to send updates this week. Here's Sen. Denning's filing:

I was on the receiving end of the school advocates’ fury when I was asked by Speaker of House last year to slow down the
process in the Senate while he whipped votes for a Constitutional Amendment in the House. I was under impression he was

close; he was not. I never worked on any constitutional amendment language last year, nor am I this year.

The legislature got out-lawyered, out-worked, out-messaged, out-lobbied by the single issue school lobby corps. The
Supreme Court and the Plaintiff attorneys delivered a decisive walloping to the legislature. Pay the amount we have

determined as suitable or we close the schools. Messaged received loud and clear.

The legislature went through the
Get Shawnee Mission Post’'s latest headlines via email transparent legislative process and

for FREE each weekday! passed SB1g and SB423 providing

Email Address schools with about $1 billion dollars

’ l in new money. I voted for SB1g and

the Senate version of SB423. The
Sign up Kansas Supreme Court ruled over
the summer that this was still not
enough and is demanding one-third more, or about $360 million. Their message is either pay or schools will close. Total
school funding is a little over $3.5 billion now, or 52 percent of the Kansas government budget. It should be noted that the
calculations the court has been relying on are from the old Montoy lawsuit. The calculations the Governor is using in SB44
deviate from the Montoy caleulations and actually short schools about $271 million from FY21-23. The courts signaled $360
million in new money, Governor Kelly is giving only $90 million in new money. Hope she is not setting herself up for
another lawsuit when the Supreme Court checks the formula math later this year. It clearly is not calculated under the

Montoy method, which is the basis of the Kansas Supreme Court’s entire demand for additional school funding,.

1 think the courts and Plaintiff attorneys are asking the legislature to put something in statute that cannot be paid in a couple
of vears. Will have to cross that bridge when we get to it. However, it will occur under Governor Kelly's first term, I'm fairly
certain about that.

https://shawneemissionpost.com/2019/02/11/capitol-update-denning-says-hes-not-working-on-k-12-constitutional-amendment-language-in-senate-76978
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Most agree that his policy went too deep, too fast. We repealed the Brownback tax policy with SB30 in 2017, which I voted
for. As a result, we handed Governor Kelly a healthy beginning checking account balance of $905 million to start her first
budget off with.
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Appendix 6:
Bureau of Labor Statistics Inflation
Table

It is appropriate for this Court to take judicial notice of the Bureau of Labor Statistics Inflation
Table, which is publicly available, and Plaintiffs respectfully request that this Court do so. K.S.A.
60-409(b)(4); K.S.A. 60-412(c). This table is available at:
https://data.bls.gov/pda/SurveyOutputServiet?data_tool=dropmap&series id=CUUR0200SA0,CUU

S0200SA0.




€85166

(INd £T:S0:£0) 6T0C ‘L Aeniga4 :uo pajessuan

%C6'T
%99'T
%580
%vS°0-
%LY'T
%0t'T
%€0°C
%CTE
%56'T
%v9°0-

SJ11s13e31S JOQeT JO nealng :324n0S

626'vSC LSO'CEZ 06ZVEC 8SY'EEZ 26ZVEZ 089'SEZ  ¥TS'GEZ  9/TSEC  OVE'SEZ  GGY'GEC  G90'SEZ  €LB'SEZ  LE6'TECT  CISTET  820°2ET 8102

866062 LGL'62Z V/8'62C 8YS0EZ ¥BO'LEZ 099°06Z O0EO'LEZ EYF0SZ 028622 08.62C GOL'6ZC 28962C V2887 €€9'82C 61282 1102

160°/22 €L1'SZZ  SLL'9ZC ¥6L92Z €19'92C 8S€[ZZ 9€9'/2C 160°/Z¢ 98192 G€8/2C 9.¥'92Z 609'GZZ 129z 96L'€ZZ  LOE'€ZT 9102

G1/vZe Sv9'€ZZ 0LZYee 22LeZZ  600'v2Z 0S0'SZZ  ¥BL'GZZ  0€8'GZC  €58'GZZ  9V'SCC 2ELVZZ  L6L'€CZ  0SG'€ZZ  L0ETIZ  S¥SLee 5102

G8G'SZz  S92'SZZ  Gev'See  128'TcZ  96EveZ  €61°S2Z  €16'92C /8692 166'92C 88S/ZC G9S'92Z ¥LZ'9ZZ S8¥'SZZ  €6V'€ETZ  L¥T e 102

186222 096’122 0.1'222 ¥6L'L1ZZ 8LLLZC L1222 2ST€CT OY0'€Z 206'CZZ GLL'€TC 6V0'€ZZ  LE6'LZZ  LZL'ZZe  665°12Z  28T6LT €102

906'6Lz ¥6Z'8LZ 00L'6LZ €E0'6LZ €8V'6LZ GIE0ZZ GZL'LeZ 29¥0Zz 9S6'8lZ  LLO6LZ SvL'6LZ  SOV6LZ  GL6'8LZ GS8'9LZ  89E9LT z10Z

9109lz  OLY'ElZ EPlvle €LL°SlZ  YLOGLZ €G9SIz 896°9LZ 9859l 6609l VSE'GLZ 668'GLZ SESVLZ  ¥S6'ZLZ  060'LLZ  88E0LET 1102

9¢/'80z 9S€°/0Z 9¥0'80Z 0/Z'60Z 918'80Z 689'80Z ©8.'80Z 6£9'80Z LIZ'80Z 988'/02 /86,0 1L'10Z 6SEL0Z €95°90Z  ¥9S'90T 0102

20950z 125202 ¥90'V0Z €L9'S0Z  LbZ'90Z 90.°S0Z  L09'S0Z  2€9'S0Z  ¥L8¥0Z 0SE'G0Z  G6L'€0Z  L2e20Z  L20'Z0Z  €SY'L0Z  GL8'002 6002

20090z €9.%0Z 28E'S0Z 28566l LELL0Z  6L0°90Z 2SZ'60Z  LGE'60Z  LL00LZ  896'802 89L°/0Z €6E'G0Z  €2/°€0Z 968102 [THLOT 8002
Z4IVH  L4IVH  [enuuy  28@ AON 10 deg Bny e unp Kew ady Jep qo4 uep 13

8102 0} 8002 is1ea\

00L=v8-2861 :pouiad aseq

sway Iy ‘way|

1SaMpIN ealy

jou ‘slawnsuod ueqin e hCNQV_J 1SOMPpI Ul swid)l IV 19|} L salLeg

$213513€1S JOgeT 0 neang

0vS0020SNNJ‘0YS00204NND

pajsnlpy Ajjeuoseas jJoN

:p| saag

anjeA eje(q [euibuo

(seuag jualing) siswnsuo? ueqin |Iv-1dd



Appendix 7:
November 20, 2018 Memorandum
from KLRD

The November 20, 2018 memorandum is available at https://budget.kansas.gov/wp-
content/uploads/CRE_Long_Memo_Nov2018.pdf. It is appropriate for this Court to take judicial
notice of the November 20, 2018 memorandum, which is publicly available, and Plaintiffs
respectfully request that this Court do so. K.S.A. 60-409(b)(4); K.S.A. 60-412(c).




KANSAS LEGISLATIVE RESEARCH DEPARTMENT

68-West-Statehouse, 300 SW 10th Ave.
Topeka, Kansas 66612-1504
(785) 296-3181 [1 FAX (785) 296-3824
kslegres@klird.ks.gov http://www.kslegislature.org/klrd

November 20, 2018

To: Governor Jeff Colyer, M.D.,
Governor-Elect Laura Kelly, and
Legislative Coordinating Council

From: Kansas Legislative Research Department and Kansas Division of the Budget

Re: State General Fund Receipts Estimates for FY 2019, FY 2020, and FY 2021

Estimates for the State General Fund (SGF) are developed using a consensus process
that involves the Legislative Research Department, Division of the Budget, Department of
Revenue, and consulting economists from state universities. This estimate is the base from
which the Governor and the Legislature build the annual budget. The Consensus Group met on
November 9, 2018, to revise the estimates for FY 2019 and to make the initial forecast for FY
2020 and FY 2021. For FY 2019, the previous estimates were made in April and subsequently
adjusted for legislation enacted during the veto session.

The overall estimate FY 2019 was increased by a combined $306.4 million, or 4.4
percent. The revised estimate of $7.310 billion represents 0.2 percent growth above final FY
2018 receipts.

The initial estimate for FY 2020 is $7.271 billion, or 0.5 percent, below the new FY 2019
forecast. The FY 2021 estimate of $7.235 billion also represents a 0.5 percent decrease over
the prior year’s forecast.

As will be explained later, these results are significantly influenced by changes in net
transfers out of the SGF scheduled under current law. Total taxes are expected to grow by 2.9
percent in FY 2019; 2.7 percent in FY 2020; and 1.6 percent in FY 2021.

Table 1 compares the revised estimates for FY 2019 through FY 2021 with actual
receipts from FY 2018. Table 2 shows the changes within the FY 2019 estimate.

Economic Forecast for Kansas

Modest growth is currently expected to continue in the Kansas economy through FY
2021. Several major economic variables and indicators have been adjusted slightly since the
Consensus Group last convened in April, including Gross State Product (GSP) and Kansas
Personal Income (KPI). The estimated rate of expansion in the nation’s economy has increased
slightly, while the forecasted growth in the Kansas economy has been reduced. Real U.S. Gross
Domestic Product (GDP) is now expected to grow by 2.9 percent in 2018, up from the previous
forecast of 2.5 percent growth; while real Kansas GSP growth for 2018 has been reduced from

https://budget.kansas.gov/wp-content/uploads/CRE Long Memo Nov2018.pdf 991564a
LEG006738



2.0 to 1.8 percent. Forecasted real growth in 2019 is now estimated at 2.3 percent in the
national economy in comparison to 1.8 percent in the state’s economy.

Nominal Personal Income

The previous 3.9 percent growth estimate for calendar year 2018 Nominal Kansas
Personal Income remains unchanged; while estimated 2019 Nominal KPI growth has been
increased from 3.8 to 4.0 percent. The initial KPI forecast for 2020 calls for a continuation of 4.0
percent growth. The latest national estimates show U.S. Nominal Personal Income growth of 5.1
percent in 2018; 4.4 percent in 2019; and 3.7 percent in 2020.

Employment

The Kansas Department of Labor reports the state added 20,600 more nonfarm jobs
from September 2017 to September 2018, or an increase of 1.5 percent. Nonfarm jobs grew at
1.7 percent nationally over the same 12-month period. Professional and business services;
manufacturing; and trade, transportation and utility jobs saw healthy increases in Kansas; while
the information sector saw the largest decreases. Modest increases since March by employers
both in terms of hiring and wages suggests that demand for labor has increased over the last
eight months. Nominal hourly earnings in Kansas increased by 3.9 percent in the last year, while
national nominal hourly earnings were up by 3.5 percent over the same period. Further
evidence of the tight labor market is provided by the most recent job market survey, which
reported the second highest number of job vacancies in Kansas since 2004. The latest monthly
Kansas unemployment rate of 3.3 percent is the lowest since 1999. Both the Kansas and
national unemployment rates are expected to remain at low levels for the balance of the
forecast period, with the Kansas rate at only 3.4 percent and the U.S. rate at 3.5 percent in
2020.

Agriculture

Net farm income for 2018 is predicted to be near the 2017 level. Crop prices continue to
struggle, but above-average vyields are lending support to overall cash receipts. A mild
strengthening in crop prices is expected through 2021, while livestock prices are expected to
trend slightly lower. Although overall loan repayment capacity continues to recover, agricultural
lenders report that as many as half of their customers are experiencing a fourth consecutive
year of loss in 2018. Ongoing debt, coupled with increasing interest rates, could provide
additional stress and repayment issues. With respect to the broader trade war and tariff issues,
some farmers who did not sell their expected soybean production prior to the tariff imposition
are likely holding until 2019, suggesting that much of the tariff impact will not show up until tax
year 2019 when incomes will be reported. Many farmers remain nervous about the trade war
deepening, and that concern appears to be slowing machinery purchases. Secondary impacts
are therefore being felt in the rural economy which may explain why sales tax receipts are again
weakening in many non-urban counties. The Consensus Group will continue to receive analysis
from its consultants over the winter on the overall impact of the rapidly evolving trade situation
on both the national and Kansas economies.

Kansas Legislative Research Department 2 SGF Receipts Estimates for FY 2019
through FY 2021 — November 20, 2018
https://budget.kansas.gov/wp-content/uploads/CRE Long Memo Nov2018.pdf 991564a
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Oil and Gas

A modest recovery in oil prices since FY 2016 has helped slow the rate of decline in
production. Nevertheless, production, which was 49.4 million barrels as recently as FY 2015, is
now expected to be only 32.0 million barrels by the end of the forecast period. Gas production,
which was nearly 300.0 million Mcf in FY 2015, is now expected to be only 100.0 million Mcf by
FY 2021 as production from the Hugoton Field continues to decline. Downward pressure on
Kansas natural gas prices remains as a result of accelerating production from shale formations
elsewhere in the U.S. Given these production trends, it is worth noting that SGF severance tax
receipts were over $125.8 million in FY 2014 but are now expected to be only $41.0 million in
FY 2019 before declining to $33.7 million by FY 2021. The forecasted average price for Kansas
taxable crude for FY 2019 has been increased from the $52 per barrel used in the April estimate
to $54 at this time. The FY 2019 forecasted taxable price for natural gas was reduced from
$2.30 to $2.15 per Mcf.

Inflation Rate

The Consumer Price Index for all Urban consumers (CPI-U) is expected to remain at
moderate levels. The 2018 estimate has been increased from 2.2 to 2.3 percent; and the 2019
and 2020 forecasts both call for a 2.2 percent inflation rate.

Interest Rates

The Pooled Money Investment Board (PMIB) is authorized to make investments in U.S.
Treasury and Agency securities, highly rated commercial paper and corporate bonds,
repurchase agreements and certificates of deposit in Kansas banks. Low idle-fund balances in
recent years have required the PMIB to maintain a highly liquid portfolio, which reduces the
amount of return available to the pool. The state earned 1.44 percent on its SGF portfolio for FY
2018. Current projections utilize interest rates of 2.25 percent for FY 2019; 2.50 percent for FY
2020; and 2.75 percent FY 2021.

Economic Forecasts

CY 2018~ CY 2019* CY 2020*

U.S. Real GDP Growth 29 % 23 % 1.6 %
Kansas Real GSP Growth 1.8 1.8 1.8
Nominal U.S. Personal Income Growth 51 4.4 3.7
Nominal Kansas Personal Income Growth 3.9 4.0 4.0
Inflation (CPI-U) 2.3 2.2 2.2
Corporate Profits Before Tax 4.0 4.0 4.0
U.S. Unemployment Rate 3.7 3.5 3.5
Kansas Unemployment Rate 3.2 34 3.4
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Oil and Gas
FY 2018 FY 2019* FY 2020* FY 2021*

Qil Price per bbl $50.28 $54.00 $55.00 $55.00
Gross Oil Prod. (000) 35,426 34,000 33,000 32,000
Gas Price per Mcf $2.51 $2.15 $2.10 $2.10
Gross Gas Production (000) 203,811 170,000 135,000 100,000
* Estimated

State General Fund Receipts Estimates

Each individual SGF source was reevaluated independently, and consideration was
given to revised and updated economic forecasts, collection information from the Departments
of Revenue and Insurance, and year-to-date receipts. The growth rates of the four highest
generating revenue sources reflect the latest assumptions about the impact of recent changes
in state and federal law:

Growth Rates of Key Revenue Sources in Percent

Revenue Source FY 2018 FY 2019 FY 2020 FY 2021
Individual Income 46.5 5.2 4.2 1.9
Corporation Income 20.8 7.0 1.2 1.2
Retail Sales 2.4 0.1 1.1 1.3
Compensating Use 5.7 3.3 3.6 3.4

FY 2019. The revised estimate of SGF receipts for FY 2019 is $7.310 billion, an increase
of $306.4 million above the previous estimate. The estimate for total taxes was increased by
$291.2 million, while the estimate for non-tax sources was increased $15.1 million. Total taxes
had been running $105.6 million above the previous forecast through October. The overall
revised estimate is approximately $11.6 million, or 0.2 percent, above actual FY 2018 receipts.

FY 2020. For FY 2020, SGF receipts are expected to decrease by 0.5 percent (heavily
influenced by a change in net transfers); while total taxes are expected to increase by 2.7
percent.

FY 2021. For FY 2021, SGF receipts are expected to decrease by 0.5 percent (again
influenced by a change in net transfers); while total taxes are expected to increase by 1.6
percent.

Individual Income Tax

Individual income tax receipts exceeded the final FY 2018 estimate by $229.4 million;
and had been running $67.7 million ahead of the prior FY 2019 estimate through October. A
recent analysis of tax year 2017 returns conducted by the Department of Revenue confirms that
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the restoration of the tax to non-wage business income is an important part of the story with
respect to growth in this tax source that has occurred since FY 2017; just as the exemption of
such income was the major reason receipts were not meeting expectations during the years it
was in place. The analysis also confirmed that a large portion of the liability associated with
taxing non-wage income is coming from taxpayers in the recently restored upper income
bracket. For FY 2019, the estimate also includes $84.2 million of additional liability assumed
attributable to federal tax law changes that occurred late last year. This estimate, extrapolated
from federal forecasts available to the federal Joint Committee on Taxation (JCT), remains the
only number available until taxpayers begin filing their tax year 2018 returns under the new
federal law. The JCT analysis does suggest that the impact might be even greater on Kansas
liability in FY 2020 and FY 2021. Finally, the individual income tax estimate for FY 2021 was
reduced by $33.5 million to account for income tax withholding transfers to the Job Creation
Program Fund that is required under current law.

Corporation Income Tax

Corporation income tax receipts had been exceeding the previous forecast due not only
to increasing profits, but also to the fact that certain repatriated dollars returned to the U.S. from
off-shore locations under the provisions of the new federal law are also now subject to the
Kansas income tax. To the extent that such monies will continue to be taxed at the federal level
under the new Global Intangible Low-Taxed Income (GILTI) provisions, Kansas under current
law is expected to receive additional revenues on an ongoing basis. Receipts from this source
exceeded the final FY 2018 estimate by $62.4 million; and had been running $36.2 million
above the prior FY 2019 estimate through October. The Department of Revenue has reiterated
its belief that the long-term growth in this source will continue to be suppressed as a result of a
large amount of High Performance Incentive Program (HPIP) credits being carried forward by
corporations.

Retail Sales and Compensating Use Taxes

For the first four months of the fiscal year, retail sales taxes fell by 0.3 percent below last
year’s receipts; although compensating use tax collections grew by 4.6 percent. Angst over the
trade war and the overall sluggish rural outlook appears to be depressing spending in many
non-urban counties. Moreover, the fastest growing share of consumer spending over the last
year has been on gasoline and energy, and such purchases are not generally subject to the
retail sales tax. The previous FY 2019 sales tax estimate was therefore reduced by $16.4
million, notwithstanding the relatively strong employment outlook. Another point taken under
consideration is that the distinction between the retail sales and compensating use taxes is
increasingly less relevant in the wake of a recent decision by the U.S. Supreme Court (South
Dakota v. Wayfair, Inc.) involving Internet transactions. The compensating use tax estimate was
increased by $15.0 million in FY 2019, with a limited amount of additional growth in this source
in both FY 2020 and FY 2021 attributable to increased compliance from out-of-state retailers in
response to the Wayfair decision.

Non-Tax Sources

Of note in the non-tax sources, the interest earnings estimate was increased by $30.0
million for FY 2019, based on higher balances in the SGF and on higher interest rates than had
been assumed in April. Net transfers out of the SGF increase significantly in FY 2020 when the
State Highway Fund’s share of sales tax receipts is not under current law scheduled to be swept
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back into the SGF; and again in FY 2021 when certain demand transfers earmarked for property
tax relief and local revenue sharing programs (suspended since FY 2003) are scheduled to
resume.

SGF Revenue Diversions

The Department of Revenue works closely with the Department of Commerce in
monitoring the growth of certain programs that divert revenue away from the SGF or otherwise
reduce SGF receipts, including STAR bonds (retail sales and compensating use tax); HPIP
(income tax); and Promoting Employment Across Kansas (PEAK) (individual income tax). For
FY 2018, about $25.6 million of state retail sales and compensating use taxes ($21.5 million
from the State General Fund and $4.1 million from the State Highway Fund) was returned to
pay the STAR bonds from ten separate districts. The estimate of total projected PEAK benefits
awarded during FY 2018 is $32.7 million. About $41.1 million in HPIP credits were claimed in tax
year 2016, the most recent year for which data those data are available, and $704.0 million in
unused HPIP credits were being carried forward to apply against liability in subsequent tax
years.

Accuracy of Consensus Revenue Estimates

For 44 years, SGF revenue estimates for Kansas have been developed using the
consensus revenue estimating process. Each of the agencies and individuals involved in the
process prepared independent estimates and met on November 9, 2018, to discuss estimates
and come to a consensus for each fiscal year.

Concluding Comments

Consensus revenue estimates are based on current federal and state laws and their
current interpretation by the courts. These estimates will be further adjusted in mid-April prior to
the conclusion of the 2019 Legislative Session.

A great deal of uncertainty about the future of U.S. foreign policy, trade policy, health
policy, immigration policy and tax policy has already shown signs of increasing volatility in global
and domestic markets. The impact of any such increased volatility on confidence as well as
consumption and investment decisions by consumers and businesses alike will be monitored by
the Consensus Group over the winter prior to the next meeting in April 2019.
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The following table presents estimates compared to actual receipts since FY 1975, the fiscal year for which
the current process was initiated. First, the adjusted original estimate is compared to actual collections and then the
final estimate is compared to actual receipts.

STATE GENERAL FUND ESTIMATES

Difference from Difference from

Adjusted Adjusted Original Estimate* Final Estimate**
Fiscal Original Final Actual
Year Estimate* Estimate** Receipts Amount Percent Amount Percent
1975 $ - $ 6149 $ 6276 $ -- ~-% $ 12.7 21 %
1976 676.3 699.7 701.2 24.9 3.7 1.4 0.2
1977 760.2 760.7 776.5 16.3 2.1 15.8 2.1
1978 830.1 861.2 854.6 24.5 3.0 (6.5) (0.8)
1979 945.2 1,019.3 1,006.8 61.6 6.5 (12.5) (1.2)
1980 1,019.3 1,095.9 1,097.8 78.5 7.7 1.9 0.2
1981 1,197.1 1,226.4 1,226.5 29.4 25 0.1 --
1982 1,351.3 1,320.0 1,273.0 (78.3) (5.8) (47.0) (3.6)
1983 1,599.2 1,366.9 1,363.6 (235.6) (14.7) (3.2) (0.2)
1984 1,596.7 1,539.0 1,546.9 (49.8) (3.1) 7.9 0.5
1985 1,697.7 1,679.7 1,658.5 (39.2) (2.3) (21.3) (1.3)
1986 1,731.2 1,666.4 1,641.4 (89.8) (5.2) (25.0) (1.5)
1987 1,903.1 1,764.7 1,778.5 (124.6) (6.5) 13.8 0.8
1988 1,960.0 2,031.5 2,113.1 153.1 7.8 81.6 4.0
1989 2,007.8 2,206.9 2,228.3 220.5 11.0 214 1.0
1990 2,241.2 2,283.3 2,300.5 59.3 2.6 17.2 0.8
1991 2,338.8 2,360.6 2,382.3 43.5 1.9 21.7 0.9
1992 2,478.7 2,454.5 2,465.8 (12.9) (0.5) 11.3 0.5
1993 29134 2,929.6 2,932.0 18.6 0.6 2.4 0.1
1994 3,040.1 3,126.8 3,175.7 135.6 4.5 48.9 1.6
1995 3,174 .4 3,243.9 3,218.8 44 4 1.4 (25.1) (0.8)
1996 3,428.0 3,409.2 3,448.3 20.3 0.6 39.0 1.1
1997 3,524.8 3,642.4 3,683.8 159.0 4.5 41.4 1.1
1998 3,714.4 3,971.0 4,023.7 309.3 8.3 52.7 1.3
1999 3,844.7 4,051.9 3,978.4 133.7 3.5 (73.4) (1.8)
2000 4,204 .1 4,161.0 4,203.1 (1.0) -- 421 1.0
2001 4,420.7 4,408.7 4,415.0 (5.7) (0.1) 6.4 0.1
2002 4,674.5 4,320.6 4,108.9 (565.6) (12.1) (211.7) (4.9)
2003 4,641.0 4,235.6 4,245.6 (395.4) (8.5) 9.9 0.2
2004 4,605.5 4,450.5 4,518.7 (86.8) (1.9 68.2 1.5
2005 4,490.5 4,793.8 4,841.3 350.8 7.8 47.5 1.0
2006 4,834.0 5,308.7 5,394 .4 560.4 11.6 85.7 1.6
2007 5,144.0 5,721.3 5,809.0 665.0 12.9 87.8 1.5
2008 5,700.4 5,736.3 5,693.4 (7.0) (0.1) (43.0) (0.7)
2009 6,185.7 5,709.7 5,5687.4 (598.3) (9.7) (122.3) (2.1)
2010 5,974.2 5,291.0 5,191.3 (782.9) (13.1) (99.8) (1.9)
201 5,851.0 5,779.6 5,882.1 31.1 0.5 102.5 1.8
2012 6,098.9 6,404.3 6,412.8 313.9 5.1 8.5 0.1
2013 6,414.2 6,250.4 6,341.1 (v3.1) (1.1 90.7 1.5
2014 5,947.0 5,986.5 5,653.2 (293.8) (4.9) (333.3) (5.6)
2015 5,992.3 5,944 4 5,928.8 (63.5) (1.1) (15.6) (0.3)
2016 6,358.0 6,149.6 6,073.5 (284.6) (4.5) (76.2) (1.2)
2017 6,377.8 6,266.8 6,339.1 (38.7) (0.6) 72.3 1.2
2018 6,453.5 7,030.9 7,298.1 844.6 13.1 267.2 3.8

* The adjusted original estimate is the estimate made in November or December prior to the start of the next fiscal year in July and
adjusted to account for legislation enacted, if any, that affected receipts to the SGF.

** The final estimate made in March, April, or June is the adjusted original estimate plus or minus changes subsequently made by
the Consensus Estimating Group. It also includes the estimated impact of legislation on receipts.
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Table 1
State General Fund Receipts
(Dollars in Thousands)
Consensus Estimate November 9, 2018
FY 2018 (Actual) FY 2019 (Revised) FY 2020 FY 2021
Percent Percent Percent Percent
Amount Change Amount Change Amount Change Amount Change
Property Tax/Fee:
Motor Carrier $ 12,430 144 % $ 12,100 27 % $ 12,300 17 % $ 12,500 16 %
Income Taxes:
Individual $ 3,374,420 465 % $ 3,550,000 52 % $ 3,700,000 42 % $ 3,770,000 19 %
Corporation 392,440 20.8 420,000 7.0 425,000 1.2 430,000 1.2
Financial Institutions 45,527 10.7 43,000 (5.6) 44,000 2.3 44,000 -
Total $ 3,812,387 428 % $ 4,013,000 53 % $ 4,169,000 39 % $ 4,244,000 1.8 %
Excise Taxes:
Retail Sales $ 2,341,693 24 % $ 2,345,000 01 % $ 2,370,000 1.1 % $ 2,400,000 1.3 %
Compensating Use 406,514 5.7 420,000 3.3 435,000 3.6 450,000 34
Cigarette 120,073 (7.7) 114,000 (5.1) 110,000 (3.5) 106,000 (3.6)
Tobacco Products 8,676 3.0 8,700 0.3 8,800 1.1 8,900 1.1
Cereal Malt Beverage 1,479 (4.2) 1,200 (18.8) 900 (25.0) 600  (33.3)
Liquor Gallonage 19,851 2.1 20,200 1.8 20,400 1.0 20,600 1.0
Liquor Enforcement 73,475 2.7 73,000 (0.6) 74,000 14 75,000 14
Liquor Drink 11,548 4.6 11,800 22 11,900 0.8 12,000 0.8
Corporate Franchise 7,487 (1.9) 7,300 (2.5) 7,400 1.4 7,500 1.4
Severance 41,401 (1.6) 41,000 (1.0) 36,200 (11.7) 33,700 (6.9)

Gas 12,920 (13.2) 6,500 (49.7) 4,400 (32.3) 3,300 (25.0)

Oil 28,481 4.7 34,500 21.1 31,800 (7.8) 30,400 (4.4)
Total $ 3,032,195 24 % $ 3,042,200 03 % $ 3,074,600 1.1 % $ 3,114,300 1.3 %
Other Taxes:

Insurance Premiums $ 171,100 (0.7) % $ 165,000 (36) % $ 170,000 30 % $ 172,000 12 %
Miscellaneous 2,699 99.6 3,500 29.7 3,800 8.6 4,000 5.3
Total $ 173,799 01 % $ 168,500 (3.0) % $ 173,800 31 % $ 176,000 1.3 %
Total Taxes $ 7,030,811 209 % $ 7,235,800 29 % $ 7,429,700 27 % $ 7,546,800 16 %
Other Revenues & Receipts:
Interest $ 22,786 (653) % $ 50,000 1194 % $ 57,000 140 % $ 65,000 140 %
Transfers & Other Receipts 198,441 (48.0) (31,200) (115.7) (268,000)  (759.0) (429,600) (60.3)
Agency Earnings 46,034 (38.4) 55,100 19.7 52,600 (4.5) 52,600 -
Total $ 267,261 (488) % $ 73,900 (723) % $ (158,400) (314.3) % $ (312,000) (97.0) %
Total Receipts $ 7,298,073 151 % $ 7,309,700 02 % $ 7,271,300 (0.5) % $ 7,234,800 (0.5 %
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Table 2
State General Fund Receipts
FY 2019 Revised
Comparison of November 2018 Estimate to May 2018 Estimate
(Dollars in Thousands)
FY 2019 CRE Est, FY 2019 CRE Est. Difference
as Adj. for Legis. Revised 11/09/18 Amount Pct. Chg.

Property Tax/Fee:

Motor Carrier $ 12,100 $ 12,100 $ -- - %
Income Taxes:

Individual $ 3,334,170 $ 3,550,000 $ 215,830 6.5 %
Corporation 351,000 420,000 69,000 19.7
Financial Institutions 43,000 43,000 -- --
Total $ 3,728,170 $ 4,013,000 $ 284,830 76 %
Excise Taxes:

Retail Sales $ 2,361,427 $ 2,345,000 $ (16,427) (0.7) %
Compensating Use 405,000 420,000 15,000 3.7
Cigarette 112,000 114,000 2,000 1.8
Tobacco Products 8,700 8,700 - -
Cereal Malt Beverage 1,200 1,200 - -
Liquor Gallonage 20,200 20,200 - -
Liquor Enforcement 75,161 73,000 (2,161) (2.9)
Liquor Drink 11,600 11,800 200 1.7
Corporate Franchise 6,900 7,300 400 5.8
Severance 36,300 41,000 4,700 12.9

Gas 7,800 6,500 (1,300) (16.7)
Oil 28,500 34,500 6,000 21.1

Total $ 3,038,488 $ 3,042,200 $ 3,712 01 %
Other Taxes:

Insurance Premiums $ 163,000 $ 165,000 $ 2,000 1.2 %
Miscellaneous 2,800 3,500 700 25.0
Total $ 165,800 $ 168,500 $ 2,700 16 %
Total Taxes $ 6,944,558 $ 7,235,800 $ 291,242 42 %
Other Revenues & Receipts:

Interest $ 20,000 $ 50,000 $ 30,000 150.0 %
Transfers & Other Receipts (7,800) (31,200) (23,400) (300.0)
Agency Earnings 46,588 55,100 8,512 18.3
Total Other Revenue $ 58,788 $ 73,900 $ 15,112 257 %
Total Receipts $ 7,003,346 $ 7,309,700 $ 306,354 44 %
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Appendix 8:
Excerpts from KSBE’s 2017-18
Annual Report

The full 2017-18 Annual KSBE Report IS available at
http://www.kslegislature.org/li/b2019 20/committees/ctte h ed 1/documents/testimony/20190205

02.pdf. It is appropriate for this Court to take judicial notice of the 2017-18 KSBE Annual Report,
which is publicly available, and Plaintiffs respectfully request that this Court do so. K.S.A. 60-
409(b)(4); K.S.A. 60-412(c).



2018 ACADEMIC AND
COGNITIVE PREPARATION

Student performance was scored using four levels.
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readiness.
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A student at Level 2 shows a
basic ability to understand and
use the skills and knowledge
needed for postsecondary
readiness.
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readiness.
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Kansas Assessment Performance Levels
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