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REQUIRED LOCAL EFFORT

Section 59-21-1030 of the South Carolina Code of Laws states that “the county auditor shall establish a millage rate so that the level of financial effort per pupil for noncapital programs adjusted for an inflation factor estimated by the Division of Research and Statistical Services is maintained as a minimum effort.  No school district which has not complied with this section may receive funds from the South Carolina Education Improvement Act of 1984 Fund.”

REQUIRED          PRIOR YEAR               PRIOR YEAR            CURRENT YEAR     CURRENT YEAR

 EFFORT   =   REVENUES   ÷   135-DAY ADM   x   (1.0+ inflation)  x 135-DAY ADM
Why Maintenance Of Local Effort Should Be Maintained

MOE has been essential to stable funding over the years in school districts throughout the state regardless of the characteristics of the districts.  MOE ensures that school districts do not neglect their schools and ensures that districts maintain local per pupil funding at the prior year’s rate plus inflation.

Even though Act 388 (H.4449) caps local revenue, at the very least districts should be assured of the equivalent of the MOE revenue each year to ensure that state funding to districts for EIA designated programs is not supplanted.

Possible Solutions to Current Or Perceived Problems With MOE And Act 388

1. There is a perception that overall funding cannot be decreased and some districts continue to receive and grow MOE based on erroneous estimates used to calculate MOE.  While data would indicate that most districts are, on average, very accurate with their projections, this problem can be easily addressed.  As long as per pupil spending is equal to the previous year based on audited data, funding can be reduced.  All districts and the State Department of Education receive by December each year the audited financial information from the previous school year.  If the district exceeded the MOE for that year, then the taxes levied for the next year can be adjusted (Trued Up) by the respective overage before taxes are levied for the following year.  Even though this process will always be one year in arrears, districts will have been adjusted for overages attributable to taxes levied to comply with MOE.  In cases where districts raised taxes in excess of MOE for programmatic purpose not related to MOE, then this provision would not apply.
· Step 1.   The calculation of MOE for the previous fiscal year is received by the school district and auditor in March after audit reports are filed the previous December.

· Step 2.   On or before April 1, the Auditor in consultation with the school district, calculates the new MOE for the ensuring fiscal year and the MOE revenue for the prior year is adjusted to negate the variance from actual for the previous fiscal year (see example below).
· Step 3.  The adjusted current year revenue is then used in the MOE formula to calculate the budget for the ensuing fiscal year required to meet MOE. If the school district added millage in excess or equal to MOE not for the purpose of meeting MOE, but for other programmatic purposes, the previous year’s audited MOE is no longer applicable, since a new base has been established.
2. MOE does not have to conflict with the cap imposed by Act 388 (H.4449) if the language in Act 388 is clarified to ensure MOE is granted through an exception to the cap.  Alternatively, if the local revenue cap remains and will be exceeded in order to meet MOE, then the shortfall must come from state funding.   

True Up Adjustment Calculations (Example):

In May 2006, student growth is estimated at 1,203 students.  The resulting local MOE revenue is $77,806,048.  In May of 2007, the actual growth is 1,000 students.  The MOE revenue is recalculated at $77,090,193.   That amount is the new base going forward.   The impact is a reduction of some $771,102.
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CALCULATION OF MOE

CURRENT METHOD REVISED METHOD

CALCULATION OF MOE

2006-2007 Per Pupil Funding

2006-2007 Projected Enrollment (K - 12)

2005-2006 Local Revenue

2005-2006 Projected Average Daily Membership

2005-2006 Per Pupil Funding

State Inflation Factor


MOE Points:

1. We strongly recommend retaining the MOE statute.

2. We recommend that it remain based on a revenue model as opposed to an expenditure model. The primary reason is that we are concerned only with ad valorem taxes. Another concern is that expenditures are far more open to manipulation.  

3.  Should MOE not be met, the local governing body shall replace on a dollar for dollar basis the shortfall in the subsequent year.  If a School District has fiscal autonomy and MOE is not met, EIA state funding shall be reduced in the subsequent year by the amount of the shortfall.

4. Waiver requests for not meeting MOE shall be granted only in the event of a shortfall of revenue from ad valorem taxes.  The waiver shall only allow the reduction in MOE to be the same percentage as the revenue reduction.  
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				CALCULATION OF MOE				CALCULATION OF MOE

				CURRENT METHOD				REVISED METHOD

				FY 2006 - 2007		FY 2007 - 2008		FY 2006 - 2007		FY 2007 - 2008

		2005-2006 Local Revenue		$   71,172,546		$   77,806,048		$   71,172,546		$   77,090,193

		2005-2006 Projected Average Daily Membership		20,861		21,861		20,861		21,861

		2005-2006 Per Pupil Funding		$   3,411.75		$   3,559.13		$   3,411.75		$   3,526.38

		State Inflation Factor		3.36%		3.00%		3.36%		3.00%

		2006-2007 Per Pupil Funding		$   3,526.38		$   3,665.90		$   3,526.38		$   3,632.17

		2006-2007 Projected Enrollment (K - 12)		22,064		22,861		21,861		22,861

		2006-2007 Minimum Local Support		$   77,806,048		$   83,806,140		$   77,090,193		$   83,035,038
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