Background Information for Topics of Discussion

SB 130:

Education Freedom Accounts (EFAS) are accounts that would be set up for eligible
families and funded by the state, under SB130. Parents could use the money toward
their child’s private or religious school tuition, expenses related to homeschooling and/or
other educational costs. To be eligible, students must be school-aged residents of NH,
and their family income must fall at or below 300% of the federal poverty level ($79,500
for a family of four). About 40% of NH families fit in this category. Per pupil adequacy
funding for lower income families is about $3,786-$8,458, with an average of $5,100 per
student; it is typically paid to the school district from the state. If SB130 were to be
adopted, this adequacy grant would be placed into an EFA to pay for educational
services described above. An outside scholarship organization would administer the
program and receive up to 10% of every EFA granted.

Children’s Scholarship Fund- NH Education Tax Credit Program:

Businesses and individuals may donate to the Children’s Scholarship Fund or the Giving
and Going Alliance to fund scholarships for low-and middle-income K-12 children in New
Hampshire. The individuals and businesses can then receive an 85% Education Tax
Credit from the State of New Hampshire against the business profits tax (BPT) and
business enterprise tax (BET) and interest and dividends tax (1&D). This money, pre-tax
dollars, funds educational services for homeschooled students and students in faith-
based or private schools.

NH School Funding

Under the NH Constitution, it is the duty of the state to ensure that every child has the
opportunity for an adequate education. While New Hampshire schools spend an average
$17,000 per elementary and secondary student, the state itself contributes roughly
$3,787 in “base adequacy aid” per student. As a result, cities and towns are left to make
up the difference in local property taxes; this is the education tax that you see on your
tax bill. Property poor towns rely on considerably higher tax rates to generate the
necessary revenue to fund public education.

In its present form, one of the revenue sources that the state employs to fund the
“adequacy aid” to cities and towns is known as the State Wide Education Property Tax,
or SWEPT. Under the current law, communities with comparatively high property values
do not, as they once did, remit the full amount of the SWEPT that they generate to the
state for distribution to communities with less fiscal capacity for school funding. Rather,
they are permitted to retain this “excess-SWEPT”. The recent Commission to Study
School Funding has called for an end of this policy as a way to restore greater student
and taxpayer equity. 73% of public education funding is currently raised by property
taxes.

NH State Retirement System:

The NH State Retirement System was established in 1967. This pension system was
created for police officers, firefighters, teachers, state, town, and city employees. The
state’s contribution in 1967 was 40% with the remaining contributions coming from
employers (state, cities, town, schools), employees, and revenue from NHSRS
investments. The state contribution later decreased to 35% and starting in 2009 planned
to gradually decrease state contributions. By 2011, the state eliminated all contributions
to the NHSRS beyond what it owes for its own state employees. With employee
contributions remaining flat, and investment revenue falling short of expectations, the
employers’ (towns, cities, school districts) contributions have steadily increased.



