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Department of Education
- Total ‘16 Funding

General Fund

Permanent State School 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 S)
Other Non-Appropriated Funds

Total Resources
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Department of Education

- Total Resources Versus ADE Appropriation

Federal
$1,197 M

Total Resources - $9.6 B
(‘14 Actuals)

‘JLBC

Home
Owner’s
Rebate
S$S337 M

Basic
State Aid

$83 M

ADE Only - $3.7 B
(‘14 Actuals)



K-12 Formula Adjustments

- ‘16 Formula Funding Increases $149 M (excluding policy changes)

‘ JLBC

Student Growth (1.4%)

Higher Average Cost Per Pupil

Charter Conversions

Full Inflation (1.59%)

Property Tax New Construction (1.7%)
Property Tax Assessment Ratio Reduction
One-Time JTED Performance Pay

Other

Total

GF S in M Above ‘15

32
23

(25)
87

(38)
23

(0.5)
(2)

149




K-12 Formula Adjustments
- Higher ‘16 Average Cost Per Pupil Increases Expenditures $23 M

J

‘ JLBC

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

S23 M estimate includes $12 M for charters and S11 M
for special education



K-12 Total Changes (Formula + Policy)

-lImpact on ‘16 — ‘18 Budgets

|
GF S in M Above prior year

‘16 17 ‘18

Formula Adjustments 149 202 164
Additional Inflation Base Level Increase 74 0 0
District Non-Classroom Reduction (DAA) (113) 0 0
Charter Non-Classroom Reduction (CAA) (3) 0 0
District Sponsored Charter School Phase Out (1) (1) 0

Multisite Charter Small School Weight Phase Out (7) (6) (7)
Student Success Fund Repeal (22) 0 0

Limit 1% Cap to S1 M per County (20) 0 0

Continued on next page...
‘ JLBC




K-12 Total Changes (Formula + Policy)

-lImpact on ‘16 — ‘18 Budgets

|
GF S in M Above prior year

‘16 17 ‘18

Elimination of AIMS High School Retests (2) 0 0
IT Certifications (1) 0 0
Shift Funding to State Board of Education (1) 0 0
JTED Soft Capital 1 0 0
Alternative Teacher Development 0.5 0 0
Eliminate Declining Enrollment Hold Harmless 0 (40) 0
Reduce JTED / District Overlap 0 (30) 0
TOTAL 54 125 157
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K-12 Policy Changes

- Non-Classroom District & Charter Spending Reduced

(] District Additional Assistance reduced by $(113) M

(1 Charter Additional Assistance reduced by $(3) M

(J District Sponsored Charter Schools (DSCS) phased out

‘ JLBC

Post-"13 DSCS campus funding already eliminated

‘16 budget reduces pre-"14 campus funding by 50%, saving
$(1.2) M

Legislature indicates intent to eliminate all remaining DSCS
funding by 17



K-12 Policy Changes

- Multi-site Charter Small School Weighting

J

‘ JLBC

School districts and charter schools with fewer than 600
students receive additional funding

® Student counts aggregated across all schools within a district

®  Multi-site charter networks count school populations individually

‘16 budget has a 3-year phase out of small school weights
for multi-site charters with 600+ students

® |ntended to establish similar treatment of school districts and
charter networks

Original ‘16 savings estimate of $(6.5) M has been revised
to $(9) M and could change again



K-12 Policy Changes

-New Limit to “1% Cap” Funding: $1 M per County

‘ JLBC

J

State Constitution caps combined homeowner primary
property taxes (not just school taxes) at 1% of a home’s full
cash value (51,000 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
‘14 to estimated $S28 M in ‘15 due to rising local property
tax rates

Under new law, state contribution limited to $1 M per
county starting in ‘16, saving an estimated $20 M

Pima County lawsuit would eliminate this new policy

10



K-12 Policy Changes

-Enacted ‘17 Initiatives

d Declining Enrollment “Hold Harmless” Rule Eliminated

Current law delays funding reductions to school districts with
declining enrollment for one year

Starting in ‘17, lower enrollment will correspond immediately with
funding decreases

Estimated S$(40) M state savings

(d Joint Technical Education District (JTED) — District Overlap

‘ JLBC

Base Support Level funding reduced to 92.5% for both the
“sending” district or charter and the JTED

Districts and charters sending students to a centralized JTED
campus will continue to receive full funding

Estimated S(30) M state savings
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Department of Education
- AzZMERIT Assessment Funding

J

U OO

‘ JLBC

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, “AzMERIT,” implemented spring of ‘15

Estimated cost is $21 per pupil for computer based and $31 per
pupil for paper test/ S19 M total

Actual state cost depend on number of students taking paper
test and amount of available federal and other funding

12



Department of Education
- Reduced Funding for Automation

d ‘15 budget included $12 M for new “Education Learning
and Accountability System” (ELAS) funded through ADOA

e S$10.4 M GF
® S$1.6 M from S6 per FTSE fee (CC's and U’s)

d ‘16 budget reduces GF by S(5) M for $7.0 M in continued
one-time funding

e S5.4MGF
® S$1.6 M from S6 per FTSE fee

‘ JLBC 2




K-12 Inflation Litigation

-Overview & Current Status
I

d In ‘09 — ‘13, State did not fully inflate K-12 formula

(d AZ Supreme Court has ruled that full inflation is required

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

(d Case returned to Superior Court to determine whether
other adjustments are required

‘ JLBC o




K-12 Inflation Litigation

-Potential Costs

d  Superior Court concurred with plaintiffs’ request to reset the
formula for foregone inflation

e “Reset” would cost $337 M. State did fund S74 M in “extra”
inflation in ‘16

1 The $74 M funded an additional $54 per pupil beyond the
annual 1.59% inflation increase required by statute

J Case remains unresolved

‘ JLBC
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K-12 Policy Changes (School Facilities Board):

- New “Arizona Public School Achievement District” and
“Access Our Best Public Schools” Fund Established

J

J

‘ JLBC

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

In 16 new School Facilities Board fund received $23.9 M

® Funds made available to high performing public schools
currently at capacity to expand or construct new facilities

Application requirements:
® High academic progress
® 50% inlow income communities

JLBC required to review expenditure plan; not yet submitted

16
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