Fiscal Note

BILL # SB 1104 TITLE: charter school pupils; JTEDs
SPONSOR: Yee STATUS. As Amended by Senate Education

PREPARED BY: Steve Schimpp

Description

As amended by Senate Education, the bill would increase to 1.75 (from 1.25 currently) the maximum Average Daily
Membership (ADM) permitted for a charter school student who resides within the boundaries of a Joint Technical
Education District (JTED) and is enrolled in a JTED course provided at a community college or at a facility owned and
operated by a JTED that is not located on the site of a member district.

Estimated | mpact

The bill would increase state General Fund costs for Basic State Aid by an estimated $200,000 in FY 2014. For subsequent
years, Basic State Aid costs are estimated to increase by approximately $1.5 million. This estimate assumes that charter
school participation in JTED “central campus” programs will grow to levels currently observed for school districts. The
fiscal impact could be higher if the bill resulted in a shift of students from district to charter schools.

The Arizona Department of Education (ADE) does not have a fiscal impact estimate for the bill.
Analysis

The fiscal impact of SB 1104 would depend on current charter school enrollments in JTED central campus programs and
on changes in school enrollment patterns under the bill, as described below.

Background

State law currently caps each public school pupil at 1.0 ADM for formula funding purposes unless they also attend a JTED.
Non-charter pupils who attend a JTED currently are capped at 1.25 ADM for their school district and JTED combined if
they attend a JTED “satellite” program (one typically taught at a local high school) and 1.75 if they attend a JTED program
taught at a JTED “central campus” or affiliated community college program. For the latter students, the 1.75 ADM total
(for students who receive that maximum) typically includes 1.0 ADM for their local high school and 0.75 ADM for their
JTED. As aresult, their local high school receives “full funding” (1.0 ADM) even though it “shares” a student with a
JTED central campus program.

Charter pupils, however, currently are capped at 1.25 for their charter school and JTED combined regardless of whether
they attend a JTED “‘satellite” or “central campus” program. A.R.S. § 15-185C requires a charter school and JTED to share
the 1.25 ADM based on the percentage of instructional hours they each provide. As a result, a student who attends a charter
school for 4 hours per day and a JTED for 3 hours typically generates 0.75 (rather than 1.0) ADM for the charter and 0.5
(rather than 0.75) ADM for the JTED (ADM is counted in 0.25 increments). The current 1.25 ADM cap therefore provides
charter schools with less funding for “shared” versus “unshared” students, which give them little incentive to “share” their
students with JTED central campus programs. It also provides JTED central campus programs with less funding per
student than for district students, which gives them little incentive to accept charter pupils.

Impact on Current Students

Based on feedback from JTEDS and ADE we estimate that the statewide ADM count would have been roughly 50 ADM
higher in FY 2012 without the current 1.25 ADM cap for charter school pupils who are also enrolled in a JTED. This
suggests that Basic State Aid costs would have been approximately $200,000 higher in FY 2012 under the bill, assuming an
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average K-12 formula cost of roughly $4,000 per JTED ADM pupil (50 ADM X $4,000 = $200,000). (JTEDs receive less
K-12 formula funding per pupil, on average, than other public schools because they do not receive transportation funding
and receive state aid at 91% of the full funding rate.) The estimated fiscal impact of the bill based on the current level of
charter school participation in JTED programs, therefore, is approximately $200,000.

Long-Term Impact

The long-term fiscal impact of the bill potentially could be substantially higher than $200,000 if the number of charter
school pupils enrolled in JTED programs increased by a large percentage under the bill. This potentially could occur
because JTED central campus programs would have a greater incentive to recruit charter school students under SB 1104,
since they could now receive up to 0.75 ADM for them. Likewise charter schools would no longer have a disincentive for
“sharing” their students with JTEDs, since the higher (1.75) ADM cap permitted under the bill would allow them to retain
1.0 ADM of funding even for students attending a JTED central campus program. In addition, the bill could create
incentives for new partnerships between charter schools and JTEDs, since joint JTED/charter programs could be highly
marketable to some students.

A number of factors, however, would constrain growth in JTED participation by charter school students. Only a subset of
high school students, for example, is interested in attending a JTED central campus program and not all interested students
have enough “elective” hours to participate in them. (In order to qualify for 1.75 ADM, a student typically has to take four
hours of academic instruction at their home high school plus two and a half hours of instruction daily at the JTED or
affiliated community college program.) Growth also would be limited to charter school students who live within the
boundaries of a JTED member district and who could obtain daily transportation to a JTED central campus or affiliated
community college site.

JTED “central campus” programs currently serve about 2,700 ADM pupils, or approximately 0.9% of the 289,000 high
school students in Arizona school districts. If 0.9% of charter high school pupils also enrolled in JTED “central campus”
programs under the bill, the statewide ADM count would increase by approximately 400 students (44,400 charter high
school ADM X 0.9% = 400) and state costs would increase by approximately $1.5 million (400 ADM X $4,000 per JTED
ADM = $1.5 million after adjusting for existing charter ADM in JTEDs). The actual percentage of charter high school
pupils who would enroll in JTED “central campus” programs under the bill would depend upon how students, JTEDs and
charters responded to new funding incentives created by it, which is unknown.

The bill also potentially could result in a shift of students from districts to charter schools if expanded JTED options for
charter school pupils made charters relatively more attractive for some students. If so, state costs would increase, since
charter school students receive approximately $1,000 more per pupil, on average, than district students under the Basic
State Aid formula. (Charter schools, however, do not have receive funding from local bonds and overrides.) The extent to
which students would shift from district to charter schools under the bill, if at all, is unknown.

Local Government I mpact
JTEDs would receive additional funding for their current charter school pupils and would be expected to serve more charter

school pupils under the bill, which also would increase their Basic State Aid funding. The bill also potentially could result
in a shift of students from district to charter schools.
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