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Description 
 
The bill makes a child eligible for an Empowerment Scholarship Account (ESA) if they live within the boundaries of an 
Indian Reservation.  They must meet other existing eligibility requirements for the program, such as having attended a 
public school full-time in the prior school year.   
 
Estimated Impact 
 
The bill would increase Basic State Aid costs by an estimated $50,000 starting in FY 2017.   
 
This estimate assumes that newly-eligible K-12 students on Indian Reservations would participate in ESAs at a rate of 
1.3%.  This is the current rate of ESA participation for all eligible students.  Since current tribal participation is 
substantially less than 1.3%, however, it is not clear that the bill would cause participation to reach that threshold. 
 
The fiscal impact also depends on where the student otherwise would have attended school.  An ESA reduces Basic State 
Aid costs for students who otherwise would attend charter schools, but generally increases state costs for students who 
otherwise would attend district or private schools.  This analysis assumes the alternate placements mirror current 
enrollment of all students – 82% are in district schools, 15% are in charter school and 3% are in private school. 
 
This analysis assumes that only 3 of the estimated 430 Indian Reservation students who currently attend Arizona private 
schools would obtain ESAs under the bill based on the assumptions described above.  The fiscal impact of the bill would be 
larger if a higher proportion of those students actually received ESAs under the bill, but only incoming kindergartners 
initially would be eligible. 
 
Under current law, ESA growth is capped at approximately 5,400 students per year through FY 2019.  
 
The Arizona Department of Education (ADE) does not have a fiscal impact estimate for the bill. 
 
Analysis 
 
Background - Eligibility 
 
The ESA program (A.R.S. § 15-2401) is open to Arizona resident students who meet at least one of the following 
requirements:   
 
• a full-time Arizona public school student in the prior year 
• a prior ESA participant 
• a student who received or was eligible to receive a displaced or disabled School Tuition Organization (STO) 

scholarship and previously attended public school full time 
• an incoming kindergartner  
• a child who currently is eligible to enroll in a public school program for preschool children with disabilities:   
 
 
 
 
 

(Continued) 
 



 
 

 

The ESA participant also must meet at least one of a second set of conditions: 
 
• A child with a disability. 
• An incoming Kindergartner who resides within the boundaries of a failing school.  
• A child with a military parent or guardian on active duty or who was killed in the line of duty.   
• A child who is a ward of the juvenile court and is residing in prospective permanent placement foster care. 
• A child who is a ward of the juvenile court and who achieved permanency through adoption. 
• A child who is the sibling of a current or previous ESA recipient. 

 
The bill would add to the 2nd set of conditions “a child who resides within the boundaries of an Indian Reservation in this 
state.” 
 
Background - Costs 
 
Eligible students can use monies in an ESA to attend private school or fund other educational expenses, such as textbooks 
and tutoring.  The ESA has a dollar value of approximately $5,200 for a non-disabled student.  
 
The program’s net cost or savings largely depends on the student placement in the absence of the ESA.  Under current 
law, ESAs are funded at 90% of Basic State Aid per pupil costs.  Charter schools receive more funding than traditional 
district schools under the Basic State Aid formula.  ADE interprets statute as setting the starting point of the 90% at 
essentially the charter school level of reimbursement for all students.  As a result, the non-disabled student ESAs would 
save $(600) if the student were otherwise in a charter school.  The ESA would cost $600 more if the student were otherwise 
in a traditional district school.  (See Table 1.)  
 
If a non-disabled student would have otherwise attended a private school in any circumstance and receives an ESA, the 
state’s cost is approximately $5,200.   
 
Table 1 

Estimated ESA (Savings) or Cost Per Pupil  
       
 Disabled Students 1/ Non-Disabled Students 
 former charter former district other 2/ former charter former district other 2/ 
Cost/(Savings) 
Per Pupil  

$(2,200) $(1,000) $21,000 $(600) $600 $5,200 

___________       
1/ Qualify for special education “Group B” funding pursuant to A.R.S. § 15-943. 
2/ Includes ESA students who otherwise would not attend public schools, which could include some incoming 
 kindergartners, disabled preschoolers and military dependents, since A.R.S. § 15-2401 does not require these students 
 to attend public school prior to receiving an ESA.    
 
Estimated Fiscal Impact 
 
Approximately 20,000 Average Daily Membership (ADM) students currently attend Arizona school districts located on 
Indian Reservations.  Only about 1/3rd of those students (6,700) would become newly-eligible for ESAs under the bill, 
however, as the other students already are eligible because they live within the boundaries of a “D” or “F” school.   
 
This analysis assumes that 1.3% of the 6,700 newly-eligible pupils (87 students) would obtain ESAs, which would equal 
the current ESA participation rate for Arizona public school students overall.  It further assumes that 82% of the 87 students 
would come from school districts (71 students), 15% from charter schools (13 students) and 3% from private schools (3 
students).  
 
These assumptions would result in an estimated state fiscal impact of approximately $50,400 starting in FY 2017 [71 
district students X $600 = $42,600; 13 charter students X ($600) = ($7,800); 3 private school students X $5,200 = $15,600; 
grand total = $50,400]. 
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The state cost would be lower if not all projected 87 students receive an ESA.  Current tribal participation is significantly 
below average.  Among 8 large tribal districts, only 5 students currently participate in the ESA program. 
 
The state cost would be larger if more than 3 of the estimated 430 Arizona students on Indian reservations who currently 
attend private school received ESAs under the bill.  Only incoming kindergartners would be eligible initially, however, as 
other students generally must attend public school in the prior year.  In the long run, private school students in all grades 
who are from Indian Reservations would be eligible for ESAs if they entered private school as kindergartners.      
 
Local Government Impact 
 
School districts would serve fewer students under the bill than they would under current law due to increased student 
participation in ESAs.  This would reduce the amount of budget override taxes that school districts would be eligible to 
generate relative to current law, since that funding is based on a percentage of a school district’s K-12 formula funding.   
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