Department of Education
Summary

Superintendent: The Honorable Tom Horne

JLBC Analyst: Steve Schimpp/Jack Brown

A.R.S §15-201

FY 2008 FY 2009 FY 2010
ACTUAL ESTIMATE APPROVED

PROGRAM BUDGET
Administration 6,661,600 6,469,600 6,792,400
Formula Programs 3,900,209,800 3,628,752,500 4,329,915,600
Non-Formula Programs 92,838,100 134,001,400 129,410,000
State Board of Education 617,800 1,603,000 1,170,700
Lump Sum Reduction 0 (8,184,000) (13,204,900)
AGENCY TOTAL 4,000,327,300 3,762,642,500 4,454,083,800
OPERATING BUDGET
Full Time Equivalent Positions 258.9 260.9 241.9Y
Personal Services 6,128,600 6,693,700 6,743,700
Employee Related Expenditures 1,801,600 2,019,200 2,557,600
Professional and Outside Services 765,500 527,900 527,900
Travel - In State 17,800 44,900 44,900
Travel - Out of State 2,600 700 700
Other Operating Expenditures 1,937,100 1,668,900 1,672,300
Equipment 365,700 0 2,000
OPERATING SUBTOTAL 11,018,900 10,955,300 11,549,100
Special Line Items (SLI1) 3,989,308,400 3,751,687,200 4,442 534,700
AGENCY TOTAL 4,000,327,300 3,762,642,500 4,454,083,800 #3%
FUND SOURCES
Genera Fund 3,946,157,500 3,707,927,700 4,398,139,500
Other Appropriated Funds
Permanent State School Fund 45,220,700 45,220,700 46,475,500
Proposition 301 Fund 6,625,400 7,000,000 7,000,000
Teacher Certification Fund 2,323,700 2,494,100 2,468,800

SUBTOTAL - Other Appropriated Funds 54,169,800 54,714,800 55,944,300

SUBTOTAL - Appropriated Funds 4,000,327,300 3,762,642,500 4,454,083,800
Other Non-Appropriated Funds 646,930,000 516,678,000 482,963,400
Federal Funds 899,634,700 1,171,850,500 1,171,850,500 ¥
TOTAL - ALL SOURCES 5,546,892,000 5,451,171,000 6,108,897,700

AGENCY DESCRIPTION — The Department of Education is headed by the Superintendent of Public Instruction, an
elected constitutional officer. For FY 2010 it is anticipated that the department will oversee 240 school districts,
accommodation districts and Joint Technological Education Districts and approximately 500 charter schools in their provision
of public education from preschool through grade 12.

Includes 136.9 FTE Positions funded from Special Line Itemsin FY 2010 prior to the lump sum reductions.
General Appropriation Act appropriation format Varies by Program. As appropriated by Laws 2009, 1% Regular Session, Chapter 12 and Laws 2009, 3
Specia Session, Chapter 1.
The department shall provide an updated report on its budget status every 2 months for the first half of each fiscal year and every month thereafter to the
President of the Senate, the Speaker of the House of Representatives, the Chairpersons of the Senate and House of Representatives Appropriations
Committees, the Director of the Joint Legislative Budget Committee and the Director of the Governor's Office of Strategic Planning and Budgeting.
Each report shall include, at a minimum, the department's current funding surplus or shortfall projections for Basic State Aid and other major formula-
based programs and shall be due 30 days after the end of the applicable reporting period. (General Appropriation Act footnote)
Within 15 days of each apportionment of state aid that occurs pursuant to A.R.S. § 15-973B, the department shall provide the Joint Legislative Budget
Committee Staff and the Governor's Office of Strategic Planning and Budgeting with an electronic spreadsheet or database copy of dataincluded in the
apor55-1 report for that apportionment for each school district and the char55-1 report for that apportionment for each charter school. (Genera
Appropriation Act footnote)
5/ Does not include monies from the American Recovery and Reinvestment Act of 2009 (ARRA).
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General Appropriation Act

The ADE budget for FY 2010 is contained in Laws 2009,
Chapter 12 (HB 2643) and Laws 2009, 3 Special Session,
Chapter 1 (HB 2001). Chapter 12 (from June 30, 2009)
originaly contained appropriations for the entire ADE
budget, but the Governor line-item vetoed appropriations
inthat Act for Basic State Aid, Additional State Aid, Other
State Aid to Didtricts, and the operating budget for the
Formula Programs Cost Center. Chapter 1 later (on July 6,
2009) appropriated monies for the latter programs, but at a
level that was collectively $485,277,600 higher than would
have been provided by Chapter 12. The $485,277,600
increase was due to the restoration of the funding
reductions included in Chapter 12 plus $102,093,100 in
funding for a 2% “base level” increase for Basic State Aid
that was not included in Chapter 12.

Laws 2009, 3" Special Session, Chapter 11 (HB 2006) (as
transmitted August 20, 2009) would have repealed Chapter
1, thereby eliminating the $485,277,600 increase and
returning ADE funding for FY 2010 to the levels originally
included in Chapter 12. The Governor, however, line-item
vetoed the ADE section of HB 2006 on September 4,
which returned the ADE budget to the Chapter 1 (July 6™)
version. A portion of the $485,277,600 increase in
Chapter 1 is expected to revert to the General Fund at the
end of FY 2010, however, because the K-12 Education
BRB for FY 2010 (which the Governor also signed into
law on September 4, 2009) includes a number of
provisions to reduce K-12 formula costs for FY 2010.
Those provisions, along with other factors, are estimated to
result in an additional $(125,909,400) revertment at the
end of FY 2010. The net impact of the Chapter 1 veto,
therefore, was to increase ADE spending by an estimated
$359,368,200 for FY 2010 ($485,277,600 - $125,909,400
= $359,368,200). These expected revertments are not
reflected in the budget tables in this narrative.

The $359,368,200 adjustment, however, does not include
restoration of the state equalization tax rate (SETR) for FY
2010, which is expected to reduce K-12 formula costs by
$(250,000,000). This would leave overall ADE spending
$109,368,200 higher in FY 2010 than in the August 20"
plan. (See narrative for “Basic Sate Aid,” “ Additional
Sate Aid” and “ Sate Equalization Tax Rate” in the
Formula Programs Cost Center for more information.)

Lump Sum Reduction

The budget includes an agencywide lump sum reduction of
$(8,184,000) for the midyear FY 2009 revisions and
$(13,204,900) for FY 2010. The latter reduction reflects
the adjustment to the originaly enacted FY 2009
appropriation.

FY 2009 FY 2010

Lump Sum Reduction

Genera Fund $(7,612,000) $(11,831,900)

Per sonnel Expense Reduction
General Fund
Teacher Certification Fund

(493,300)
(78,700)

(1,185,700)
(187,300)

FTE Position Reduction |

The budget includes a decrease of (20) FTE Positions for a
lump sum FTE Position reduction. (Please see the
General Provisions section.)

Laws 2009, 3" Special Session, Chapter 11, Section 17
requires every General Fund supported agency, board,
commission, or other state entity to reduce its number of
FTE Positions by 5% on or before February 1, 2010. This
reduction has not been recorded in the summary table
above. The actua impact of this provision is to be
determined.

Fund Transfers

The budget includes the following midyear FY 2009
revisions and FY 2010 transfers to the Genera Fund from
the funds listed below:

FY 2009 FY 2010
E-Learning - EBT* $(2,997,200) $0
English Learner Classroom (11,100) 0

Personnel FRAT * **

Indirect Cost Recovery - Sadlary*  (172,500) 0
Internal Services- FRAT* (426,000) (471,100)
Production Revolving - FRAT* (108,500) (217,000)
Production Revolving - Salary* (18,400) (43,700)
Teacher Certification - Salary (78,700) (187,300)

*These transfers are from non-appropriated funds.

**This adjustment was originally designated as a fund
reduction and transfer (FRAT), but no expenditure
reduction is shown in order to avoid double counting of
expenditures for funds originating from the General Fund.

OVERVIEW OF PROPOSITION 301

This section provides an overview of Proposition 301 from
the November 2000 General Election. That Proposition
amended A.R.S. § 42-5010 in order to raise the state
Transaction Privilege Tax (TPT) (“sales tax”) rate on most
purchases from 5% to 5.6%. It also amended
A.R.S. 8§42-5029 in order to prescribe how those new
revenues would be allocated (see Table 1).

As shown in Table 1, the K-12 Classroom Site Fund
receives al monies that remain from the Proposition 301
Fund after al other allocations are made. It also receives
any K-12 related expendable “land trust” earnings above
$72,263,000, which was the amount of K-12 earnings
generated by the State Treasurer and State Land
Department combined for FY 2001 (the last year before
Proposition 301 took effect). Expendable State Treasurer
earnings are derived from the investment of approximately
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$2,465,450,000 (as of July 31, 2009) in proceeds from past
land trust sales and are distributed under on a formula
prescribed in the State Congtitution. Expendable State
Land Department earnings are generated from land leases
and from interest on installment sales of state trust lands.
(See the “Endowment Earnings’ narrative under Basic
Sate Aid in the Non-Formula Cost Center for more
information.)

For FY 2010, atotal of $323,130,200 was projected to be
available for distribution from the Classroom Site Fund as
of March 2009 (see Table 1). This would provide an
estimated $244 per “Group A weighted” ADM pupil under
the formula prescribed in A.R.S. § 15-977B2.

The alocations shown in Table 1 are estimates. Actual
allocations will depend on sales tax collections and land
trust earnings for FY 2010.

Tablel
Proposition 301 Monies
FY 2008 EY 2009 FY 2010*

Revenues
Estimated 0.6 cent Sales Tax Revenue $649,663,600 $566,829,400 $ 560,060,600
Expenditures
Students FIRST Debt Service 65,814,700 65,811,200 64,304,300
Universities 70,053,200 60,122,200 59,490,800
Community Colleges 17,585,700 15,030,500 14,872,700
Tribal Assistance 542,100 510,300 450,000
Additional School Days 86,280,500 86,280,500 86,280,500
School Safety 7,800,000 7,800,000 7,800,000
Character Education 200,000 200,000 200,000
School Accountability 7,000,000 7,000,000 7,000,000
Failing Schools Tutoring Fund 1,500,000 1,500,000 1,500,000
Income Tax Credit for Sales Tax Paid 25,000,000 25,000,000 25,000,000
Available for Site Fund: Sales Tax 367,887,400 297,574,700 293,162,300
Available for Site Fund: Land Trust 107,544,000 57,350,500 29,967,900
Prior Year Carryforward 39,975,300 1,831,000 0

Total Availablefor Classroom Site Fund $515,406,700 $356,756,200 $323,130,200

*Estimated
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