BILL # HB 2801 TITLE: schools; voter approved performance
compensation

SPONSOR: Anderson STATUS: AsIntroduced

PREPARED BY:  Steve Schimpp

FISCAL ANALYSIS

Description

The bill authorizes “voter approved performance based compensation programs’ that potentially would allow any school
district (including current non-Career Ladder districts) to increase its Basic State Aid formula “base level” by 5.5% upon full
implementation, which is the same percentage increase currently authorized for Career Ladder programsin A.R.S. 8§ 15-
918.04(A)(4). Thebill would require participating school districtsto increase their local property taxes by either 11¢ or 22¢
upon full implementation (depending on the type of district) per $100 of taxable property value in order to help fund the
program, which are the same increases currently required for Career Ladder programsin A.R.S. § 15-918.05. The new
program, however, would require voter approval for those local property tax increases (currently not required) and would
fund them using “secondary” rather than “primary” property taxes (primary taxes are used for Career Ladder programs).
Secondary property taxes do not qualify for state Homeowners Rebate funding.

Any school district in the state would be eligible to apply for the program for one or more schools in the district or for the
entire district. The bill would require the existing Arizona Performance Based Compensation System Task Force (A.R.S. §
15-920.01) to review program applications and forward recommendations to the State Board of Education, which would have
authority to approve program applications. The bill would require the 28 existing Career Ladder districtsto transition to the
new program by June 30, 2015 in order to maintain their current Career Ladder funding.

The bill also would establish mandatory elements for new programs, require at least 70% of eligible teachersin adistrict to
approve program participation, require districts to submit assessment plans for their programs to the Arizona Department of
Education (ADE) annually, and require ADE to compile and analyze the assessment plans each year.

Estimated | mpact

The General Fund impact of the bill cannot be determined because it would depend on the following unknown factors: 1) the
extent to which individual school districts would receive voter approval to join the program, 2) how quickly individual
districts implemented each prescribed program phase, and 3) school participation rates within each district. The maximum
possible state fiscal impact for each phase-in year, however, is estimated at $1.7 million in FY 2010, $3.5 million in

FY 2011, $41.3 millionin FY 2012, $67.7 million in FY 2013, and $96.4 million in FY 2014 (see“ Sate” columnin

Table 1).

Homeowners' Rebate savings from the elimination of current Career Ladder programs eventually would offset roughly $10
million in new program costs under the bill. Those savings, however, might not occur until FY 2016, which is the deadline
for existing Career Ladder programs to transition to the new program under the bill.

The ADE does not have a cost estimate for this proposal.

Analysis

Table 1 shows estimated maximum possible state, local and total impacts of the bill through FY 2014, which would be the

earliest possible year of full implementation. Estimatesin the table are based on a district-by-district analysis that assumes
that all current non-Career Ladder districts would 1) receive voter approval for new secondary property taxes, 2) implement

(Continued)



each of the 5 phases of the program during the first year possible, and 3) implement the program in al of their schools. The
estimates also assume 5% growth in program costs each year for enrollment growth and inflation. Actual program costs
probably would be lower than the estimates shown in Table 1 because of implementation delays and the possibility that some
districts may not be able to obtain voter approval to join the program.

Implementation phases prescribed in the bill would authorize 5 separate “base level” increases over time, starting with no
increase for the “application” phase and permitting a 5.5% per pupil base level increase upon full implementation, which
could occur by FY 2014. Under the assumption that all districts would receive voter approval to join the program, would
participate in each phase during its earliest possible year and would have al of their schools participate, state General Fund
costs would increase under the bill by an estimated $1.7 millionin FY 2010, $3.5 millionin FY 2011, $41.3 millionin

FY 2012, $67.7 millionin FY 2013, and $96.4 millionin FY 2014 (see Table 1). Actual costs probably would be lower due
to implementation delays and possible voter disapprovals.

Tablel
Estimated Fiscal Impacts Assuming Earliest Possible | mplementation and 100% Participation
Base Level Estimated Cost

Fiscal Year Phase Increase State L ocal Total
2009 Application 0% $ 0 $ 0 $ 0
2010 Development 0.5% 1,668,900 7,890,100 9,559,000
2011 Evaluation 1.0% 3,488,400 16,497,800 19,986,200
2012 Placement 1 2.5% 41,304,100 43,039,200 84,343,300
2013 Placement 2 4.0% 67,673,400 71,731,900 139,405,300
2014 Effective 5.5% 96,350,800 102,576,500 198,927,300

Local Government I mpact
Table 1 also shows maximum possible increases in local property taxes and total school funding under the bill upon full

implementation. The maximum possible increase in local property taxes statewide under the bill is estimated at $102.7
million, while the estimated maximum increase in school district funding statewide is approximately $198.9 million.
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