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MEASURE'S PURPOSE: HB 402/GA amends KRS 157.420 to require that, beginning with the 2004-2006 biennium, teachers be granted a percentage increase in compensation at least equal to the cost-of-living adjustment that is provided state government workers under the biennial budget; requires the base funding level in the program for support education excellence in Kentucky be increased by a dollar value equal to the annual required percentage increase calculated on the total previous year's teachers' salaries; creates a new section of KRS Chapter 157 to specify that a local school district may develop differentiated compensation programs that provide additional compensation above the single salary schedule; requires the Kentucky Board of Education to promulgate administrative regulations defining the factors that may be included in a differentiated compensation plan and procedures for approval; establishes a professional compensation fund to provide grants to local districts; requires the Kentucky Board of Education to promulgate an administrative regulation defining the criteria to be used for granting funds to districts; creates a new section of KRS Chapter 164.740 to 164.785 to create a teacher certification loan program to provide forgivable loans to emergency certified teachers and fully certified teachers who are willing to seek additional certification in hard-to-fill or critical shortage area; establishes qualifying criteria; establishes the criteria for award of loans; amends KRS 156.553 to provide more flexibility in the Teachers’ Professional Growth Fund; permits local school board to advance funds for participation in college courses; amends KRS 157.390 allowing funding for instruction and program materials and other related costs for classroom mentors; requires the Interim Joint Committee on Education to conduct a study of the effectiveness and efficiency of the principal and teacher internship programs and make recommendations to the Legislative Research Commission; states Section 1 takes effect July 1, 2004; declares an Emergency on Section 2 through Section 6.
PROVISION/MECHANICS:
Section 1. Amends KRS 157.420 to require that, beginning with the 2004-2006 biennium, teachers be granted a percentage increase in compensation at least equal to the cost-of-living adjustment that is provided state government workers under the biennial budget; requires the base funding level in the program for support education excellence in Kentucky be increased by a dollar value equal to the annual required percentage increase calculated on the total previous year's teachers' salaries.

Section 2. Creates a new section of KRS Chapter 157 to specify that a local school district may develop differentiated compensation programs that provide additional compensation above the single salary schedule; requires the Kentucky Board of Education to promulgate administrative regulations defining the factors that may be included in a differentiated compensation plan and procedures for approval; establishes a professional compensation fund to provide grants to local districts; requires the Kentucky Board of Education to promulgate an administrative regulation defining the criteria to be used for granting funds to districts; requires the Kentucky Department of Education to assist districts and to gather data relating to the impact of differentiated compensation programs and make recommendations to the Interim Joint Committee on Education.

Section 3. Creates a new section of KRS Chapter 164.740 to 164.785 to create a teacher certification loan program to provide forgivable loans to emergency certified teachers and fully certified teachers who are willing to seek additional certification in hard-to-fill or critical shortage areas.

Section 4. Amends KRS 156.553 to provide more flexibility in the Teachers’ Professional Growth Fund.

Section 5. Amends KRS 157.390 allowing funding for instruction and program materials and other related costs for classroom mentors.

Section 6. Requires the Interim Joint Committee on Education to conduct a study of the effectiveness and efficiency of the principal and teacher internship programs, and make recommendations to the Legislative Research Commission.
Section 7. Declares Section 1 takes effect July 1, 2004.
Section 8. Declares an Emergency on Section 2 through Section 6.

FISCAL EXPLANATION: There is no fiscal impact resulting from the passage of HB 402/GA during FB 2002-04.  Additionally, the actual fiscal impact of HB 402/GA in FY 2004-05 and FY 2005-06 is indeterminable, but the associated costs could be significant.  For example, had the provisions of HB 402/GA been in effect during FB 2002-04, the fiscal impact could have ranged from approximately $107.8 million to $201.1 million, as described below. Other specific cost elements, to the extent they can be identified, are also listed below:
Section 1. The provisions of HB 402/GA would impact the FY 2004-05 and FY 2005-06 school years.  Relevant data relating to the cost-of-living adjustment that is provided state government workers under the biennial budget in FY 2005-06 and FY 2006-07, however, is currently unavailable.  The following estimate is provided for illustrative purposes only and assumes the provisions of HB 402/GA, Section 1 would have been in effect during FB 2002-04.

KRS 18A.355 requires that an annual COLA of not less than 5% of the base salary of each state employee shall be granted to each employee on his/her anniversary date.  The Governor’s Executive Budget Recommendation contained in HB 507 and SB 144, however, authorizes a two-year suspension of state law to provide a 2.7% COLA for state government workers in each year of FB 2002-04.

HB 402/GA, Section 1 stipulates the base funding level in the Support Education Excellence in Kentucky program (SEEK) be increased by the statewide dollar value of the annual COLA estimated on the sum of the previous year’s statewide teachers’ salaries.  Based upon FY 2001-02 teacher salary data the following information is provided:

The Kentucky Department of Education’s FY 2001-02 Certified Salary Bulletin indicates the sum of the statewide teachers’ salaries total approximately $1,968,895,700 in FY 2001-02;

FY 2002-03 *

If state government workers receive a 5.0% COLA, about an additional $98,444,800 would be required to be distributed to local school districts through the SEEK program.  (1,968,895,700 X 5.0%)

If state government workers receive a 2.7% COLA, about an additional $53,160,200 would be required to be distributed to local school districts through the SEEK program.  (1,968,895,700 X 2.7%)

FY 2003-04 *
If state government workers receive a 5.0% COLA, about an additional $103,367,000 would be required to be distributed to local school districts through the SEEK program. {(1,968,895,700 total salaries + 98,444,800 FY 2002-03 COLA) X 5.0%)}

If state government workers receive a 2.7% COLA, about an additional $54,595,500 would be required to be distributed to local school districts through the SEEK program.  {(1,968,895,700 total salaries + 53,160,200 FY 2002-03 COLA) X 2.7%)}

* These cost projections do not include rank and step salary increases received by certified employees in local school districts or necessary Kentucky Teachers’ Retirement System employer match requirements.

Section 2. The establishment of a Professional Compensation Fund in the State Treasury has no fiscal impact.  Pursuant to the provisions of HB 402/GA, the fund may receive state appropriations, gifts, and grants from public and private sources, and federal funds.  Any fiscal impact would occur when the General Assembly, at its discretion, appropriates funds for the Professional Compensation Fund.

Section 3. The establishment of a District Teacher Certification Loan Fund in the State Treasury has no fiscal impact.  Any fiscal impact would occur when the General Assembly, at its discretion, appropriates funds for the District Teacher Certification Loan Fund.

Section 4. Providing more flexibility in the Teachers’ Professional Growth Fund has no fiscal impact.  The additional flexibility could be administered from the existing funds appropriated for these purposes.

Section 5. Allowing funding for instruction and program materials and other related costs for classroom mentors has no fiscal impact.  The associated costs may be administered from the existing funds appropriated for these purposes.

Section 6. Directing the Interim Joint Committee on Education to conduct a study of the effectiveness and efficiency of the principal and teacher internship programs has no fiscal impact.  Such studies are considered a normal operating cost of the Legislative Research Commission (LRC) and would be covered in LRC’s current service budget.

Section 8. The Emergency provision has no fiscal impact.
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