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Department of Education
- Total FY 2016 Baseline Funding

$ in M  
$3,989.6

47.4
21.5

7.0
2.7

$4,068.2

$1,074.4
391.0

99.9
49.6
18.0

$5,701.1

General Fund
Permanent State School Fund
Student Success Fund
Proposition 301 Fund (appropriated)
Teacher Certification Fund & Other

Appropriated Funds 

Federal Funds
Proposition 301 - Classroom Site Fund
Proposition 301 - Other
Instructional Improvement Fund (Gaming $)
Other Non-Appropriated Funds

Total Resources
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Department of Education
- Total Resources Versus ADE Appropriation

State
$4,215 M

Federal
$1,197 M

Local
$3,942 M

County
$274 M

Basic 
State Aid
$3,291 M

Home 
Owner‘s 
Rebate
$337 M

Other
$83 M

3

Total Resources - $9.6 B
(FY ‘14 Actuals)

ADE Only - $3.7 B
(FY ‘14 Actuals)
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JLBC Baseline K-12 Spending Estimates
- JLBC Adds $181 M versus $85 M for Executive for $96 M Difference in FY 16

‘15 Shortfall
Student Growth (1.4% v. 0.7%)
Higher Average Cost Per Pupil 
Charter Conversions
Full Inflation (1.59% v. 1.57%)
Property Tax New Construction (1.7% v. 2.5%)
Property Tax Assessment Ratio Reduction
One-Time JTED Performance Pay
Other
Total

JLBC
24
82
23

(25)
87

(37)
26

(0.5)
1.5
181 

Executive
0

55
0

(25)
85

(55)
26
0

(1)
85

GF $ in M Above Prior Year *

* Excludes dollar impact of K-12 inflation “reset” ruling, which would add another $337 M. 
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Department of Education
- Executive Assumes No FY 15 Shortfall, Less Enrollment Growth and More 

Property Tax Savings

 JLBC backfills $24 M formula shortfall for FY 15
• $17 M for higher than budgeted FY 15 ADM growth
• $7 M for 1% cap growth

 JLBC assumes 1.4% ADM growth versus 0.66% for Executive
• FY 14 ADM growth was 1.4% (“All Attending ADM”) 
• Statewide population grew 1.3% - 1.5% in FY 14
• FY 16 growth could be higher if economy expands

 Executive assumes higher property tax savings from new 
construction and lower Homeowner’s Rebate costs than JLBC
• Executive assumes 2.5% property tax growth from new 

construction versus 1.7% for JLBC (FY 15 = 2.0%)
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Department of Education
- Baseline Assumes $23 M for Higher Average Cost Per Pupil

 Charter and special education students typically receive 
more formula funding per pupil than other students

 Charter and special education enrollment is growing 
faster than “regular” enrollment

 Average per pupil costs increase annually as a result
 $23 M estimate includes $12 M for charters and $11 M 

for special education
 Executive does not specifically budget higher cost per 

pupil - appears to include in enrollment growth number
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Department of Education
- Executive Policy Issues Would Decrease Baseline Spending by $(109) M

Policy Issue
Additional Base Level Increase ($54 per pupil)
District Non-Classroom Reduction
Charter Non-Classroom Reduction
Student Success Fund Repeal
Limit 1% Cap to $1 M per County
Cap Homeowner’s Rebate @ 44%
District Sponsored Charter School Phase Out
Total

$ (millions)
74

(113)
(10)
(22)*
(20)
(18)

0**
(109)

* Executive would use savings to create new fund in School Facilities Board. 
** Executive estimates at $(346,300) for FY 16.
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Department of Education
- Executive Reduces Non-Classroom Spending Through $(113) M

Reduction in District Additional Assistance

K-12 Spending By Function Versus U.S. Average (FY14)

Source: Arizona Auditor General

Function Arizona % U.S. %

Classroom (Instruction) 53.8 61.2

Administration 10.0 10.7

Plant Operations 12.3 9.5

Food Service 5.3 3.9

Transportation 4.9 4.2

Student Support 7.7 5.6

Instruction Support 6.0 4.9

Subtotal 46.2 38.8

Total 100.0 100.0
Each district would certify that cut came from non-classroom spending.
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Department of Education
- Executive Would Cap Homeowner’s Rebate at 44%

 The State currently pays 43.6% of each homeowner’s K-12 
Qualifying Tax Rate (QTR) taxes through the Homeowner’s 
Rebate

 Laws 2011, 2nd SS, Chapter 1 requires DOR to adjust the 
rebate percentage annually through FY 17 to offset the 
homeowner impact of lower assessment ratios on 
commercial and agricultural property

 Under current law, the rebate will increase to 
approximately 46% in FY 16 and 48% in FY 17 at estimated 
new cost of $21.6 M in FY 16 and $37.3 M in FY 17

 Executive would cap rebate at 44% starting in FY 16 for 
estimated savings of $18.0 M in FY 16 and $37.3 M in FY 17



JLBC 10

Department of Education
- Executive Would Limit “1% Cap” Funding to $1 M per County

 State Constitution caps combined homeowner 
primary property taxes (not just school taxes) at 1% of 
a home’s full cash value ($1,000 per year on $100,000 
home).

 Under current practice, the state pays any taxes owed 
above the 1% cap up to total school tax rate. 

 State cost of 1% cap increased from estimated $11 M 
in FY 14 to estimated $28 M in FY 15 due to rising 
local property tax rates.

 Executive would cap state cost at $1 M per county 
starting in FY16, saving an estimated $20 M.
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Department of Education/School Facilities Board
- Executive Establishes “Arizona Public School Achievement  

District” and “Access Our Best Public Schools” Fund

 New district is intended to “expand the impact of our best 
schools”

 New SFB fund receives $23.9 M 
• $21.5 M redirected from FY 15 ADE Performance Funding 

appropriation
• $2.4 M from FY14 carry forward
• Remaining $900K transferred to ADE administration

 Fund mainly guarantees bond financing for charter schools
 Application requirements:

• High academic progress
• Verifiable enrollment demand 
• 50% in low income communities
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Department of Education
- Executive Includes Other Policy Initiatives

 Reduces Charter Additional Assistance by $(10.3) M
• Represents 3.5% reduction in CAA
• Intended to reduce non-classroom spending
• Each charter school certifies that it took cut in non-

classroom expenditures
 Phases Out District Sponsored Charter Schools (DSCS)

• 12 schools permitted to operate DSCS after FY 15
• Executive would freeze their per pupil funding until 

their non-charter per pupil funding reached same level
• Estimated $(346,300) savings for FY 16



JLBC 13

Department of Education
- Baseline & Executive Maintain Current Assessment Funding  

 State Board of Education adopted “Common Core” standards in 
December 2010 (no statutory mandate)

 Now known as “Arizona’s College and Career Ready Standards” 
(ACCRS)

 Existing AIMS test not aligned to ACCRS
 New “aligned” test to be used starting in FY 15
 Estimated cost is $21 per pupil for computer based and $31 per 

pupil for paper test/ $19 M total
 Would require estimated $1.1 M in FY 15 above current funding
 Actual state cost will depend on number of students taking  paper 

test and amount of available federal and other funding
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Department of Education
- Baseline and Executive Reduce Funding for Automation 

 FY 15 budget includes $12 M for new “Education Learning 
and Accountability System” (ELAS) funded through ADOA
• $10.4 M GF 
• $1.6 M OF from $6 per FTSE fee (CC’s and U’s)

 FY 16 Baseline reduces GF by $(5) M for $7.0 M in 
continued funding 
• $5.4 M GF 
• $1.6 M OF from $6 per FTSE fee

 Executive reduces GF by $(5.75) M for $6.25 M in 
continued funding
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Status of K-12 Inflation Litigation

 In ‘09 – ‘13, State did not fully inflate K-12 formula

 AZ Supreme Court has ruled that full inflation is required

 In response, State fully inflated in ‘14 and ‘15, but made no 
retroactive adjustments

 Case returned to Superior Court to determine whether 
other adjustments are required

15



JLBC 16

What Is Potential Cost of K-12 Litigation?

 Superior Court concurred with plaintiffs’ request to reset 
the formula for foregone inflation
• “Reset” would cost $337 M in ‘16

 The Superior Court is now considering back payments
• Back payments could cost $250 M annually for 5 years

 Resolution could take a year – depends on appeals
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Department of Education
- Website links

 JLBC Baseline –
Department of Education

 Executive Budget –
Department of Education

http://www.azleg.gov/jlbc/16baseline/ade.pdf
http://www.ospb.state.az.us/documents/2015/State%20Agency%20Budgets,%20FINAL,%20Online%20Version,%20With%20Links%201-14-15%204pm.pdf
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