School Finance Reform

An Initiative of the Arizona Business & Education Coalition

THE PROPOSALS

In December 2009, the ABEC board of directors approved the following set of proposals for its School Finance
Reform Initiative. The development of these proposals was guided by the Initiative’s Guiding Principles
approved earlier by the ABEC board. These proposals are intended to be adopted together and phased in,
beginning with having high expectations and an effective statewide data system in place. Foundational to
ensuring accountability, is a statewide data system that can track expenditures and best practices, and provide
data for analysis. A final report containing more details of these proposals will be posted on the ABEC website

at www.azbec.org.

What should we expect of ourselves and our students?

HIGH EXPECTATIONS

Guided by all five principles — fairness, sufficient resources, flexibility, rewards, and

transparency — in setting clear and challenging expectations, ABEC advocates and will work
to influence the establishment of statewide expectations and desired outcomes for Arizona’s public
education system. These expectations must be ambitious, clearly-defined, measurable and include
individual learning and growth, and aligned across the different levels; and be set for the state, districts,
schools, students, and taxpayers, so that all Arizonans can share in the responsibility of raising and
achieving high expectations.

How will we know what we achieve?

COMPREHENSIVE DATA SYSTEM
Guided by the principles of fairness, flexibility and transparency, ABEC advocates and
will work to influence the establishment of a statewide, comprehensive public education data
system that is centralized and universal, and that the system will be able to:

e link performance to student enrollment, staffing and expenditure information;

e automatically generate required reports, and report total dollars in addition to FTE for

individual schools;

e replace current disconnected enrollment, financial and HR systems;

e link to pre-school and higher education; and

e link to other states
so that information is available for analysis of best practices, student achievement and decision making
at school, district and state levels.
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How can we financially support education?

schools, ABEC advocates for and will work to influence a statewide tax reform effort that will

reform the state’s revenue structure, addressing the long-term needs of the state and its citizens

and specifying how the state will support public education, so that financial support for public education
is stable and sufficient for steadily growing levels of student achievement.

J STATE REVENUE STRUCTURE
Guided by the principles of fairness to students and taxpayers and sufficient resources to

How will the money be distributed?

EVIDENCE-BASED APPROACH TO FUNDING LEVEL

Guided by the principle of sufficient resources to schools, ABEC will work to create
policy change that will adopt the “evidence-based” approach to arrive at the first
“approximation funding level for all schools and districts, so that funding is not arbitrary but
based on research evidence and, coupled with the data system, can be modified over time to reflect
emerging evidence from the field.

The proposal:

e Provides a research basis for arriving at a “first approximation” of the funding level, while
allowing local schools and school districts to use the funds in innovative, forward thinking ways.

e Accounts for the needs of different groups of students, resulting in a different per pupil amount
for each district, based on the district’s demographics.

e DOES NOT require that money be used consistent with the evidence, provided that expectations
are met.

e Provides a basis for school improvement efforts in cases where schools fail to meet the
expectations and consequently lose some their autonomy in the use of resources.

For example, District A, with 500 students, receives $X per pupil. District B, also with 500 students,
receives $Y per pupil. The difference in per pupil funding is a result of the differences in student
demographics from one district to another. This is not unlike the system of Group A and B weights
currently employed in the equalization formula, but the dollar amount is based on the evidence-based
approach.

= P NEW SCHOOL CONSTRUCTION AND RENEWAL

3 Eg %gg il - ided by the principles of sufficiency and flexibility, and in order to provide
B flexibility with accountability, ABEC advocates and will work to create policy

change that will adopt an equalization formula that will fund the physical plant needs for the delivery of

instruction and the renewal and renovation of existing buildings, while allowing flexibility and

innovation at the local level.
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The proposal:

e Creates a source of revenue for the School Facilities Board (SFB) through a formula comprised
of state and local monies. Because charter schools do not apply to the SFB, the charter school’s
portion of the formula will go directly to the charter school and not the SFB.

e Creates three “pots” of money at SFB:

o Deficiency Corrections
0 New School Construction

A New School Construction projects will be determined and administered as they

are currently by the SFB.

A Expands the definition of “new school construction” to allow for alternate

mechanisms for the delivery of instruction (e.g., virtual school infrastructure).
o Building Renewal (BR)

A Each district has a BR fund housed at the SFB that is based on its enrollment,

square footage and age of buildings.

A Each district has access to its BR fund on approval of the SFB and consistent with
the district’s 3-year maintenance/renewal plan in use today. Approval by SFB is
meant to ensure that plans adhere to facility standards.

A Each district may carry forward any amount in its BR fund for up to 3 years in
order to “save” for larger projects so long as it is consistent with the district’s 3-
year maintenance/renewal plan.

A Unspent or unencumbered money may be transferred to the district’s “lump sum”
so long as the district has met all of its obligations under the 3-year plan, with
SFB approval.

e Requires stipulation that BR money encumbered for future projects cannot be “swept” by the
state legislature in times of financial crises.

The proposal does not:
e Alter the current minimum school facility adequacy standards.
e Prevent school districts from passing bonds.

How will the money be used?

DISTRICT FLEXIBILITY IN USE OF FUNDING

Guided by the principles of fairness, flexibility and rewards, and in order to provide
flexibility with accountability, ABEC advocates and will work to create policy change that
will adopt a formula that contains all funding for instruction, instructional materials
(mcludlng books and technology), administration, general maintenance of buildings, and transportation
and provides that money to districts with maximum autonomy on its use so that education leaders are
fully empowered to exercise local control on behalf of student learning.

Arizona Business & Education Coalition: School Finance Reform Initiative — The Proposals (January 2010)



The proposal:
e Creates one flexible allocation to districts that contains:
0 Instruction
o Instructional supplies (including books and technology)
o Operations
0 General maintenance of facilities
o Transportation, including capital
e Replaces existing discrete “pots” of money (e.g., Career Ladder, Soft Capital, etc.).
e Provides a greater share of total revenues from the State for a low-property-wealth district than a
high-property-wealth district, thus “equalizing” the relationship between property wealth and
total resources available to the district.

The proposal does not:
e Provide money to the district for new school construction, building renewal, or major capital
improvements through the equalization formula.
e Prevent school districts from passing budget overrides.
e Affect the allocation or use of federal funds.

What will we do about accountability?

- DISTRICT ACCOUNTABILITY FOR RESULTS
‘:’ Guided by the principles of flexibility and rewards, and in order to provide flexibility of
districts subject to accountability by the state, ABEC advocates and will work to create
policy change that will adopt a set of guidelines on the use of resources for districts and schools that fail
to meet the expectations.

The proposal:

e Uses the instructional strategies identified and funded in the “evidence-based” approach to
provide districts and schools not meeting the expectations for performance set out in “High
Expectations” with guidelines on the use of resources.

e Allows for new and emerging “evidence” from the analyses available through the data system to
be included in those guidelines.

e Encourages the dissemination of effective instructional strategies, while allowing local educators
the flexibility to innovate and adopt effective strategies.

For example, District A has not made changes to instructional strategy, but has met the annual goals for
student achievement and facility maintenance set out in “High Expectations.” District A continues to
work in a flexible and autonomous environment. District B has failed to meet its annual goals in student
achievement and facilities for several years. The loss of autonomy escalates as the district continues to
fall short of meeting expectations. The district will be required to adopt selected best practices to
improve performance. Upon improvement, autonomy is restored.
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How will we remove unnecessary barriers?

TITLE 15 REVIEW
Q Guided by the principle of flexibility, and to further the flexibility with accountability,

ABEC will work with others or convene a task force that will review portions of Title 15 of
the Arizona Revised Statutes and State Board Rule to identify any requirements and restrictions
currently in place that impede flexibility, innovation and efficiencies in the use of resources at the
district and school levels, and will work to create policy change to remove or waive such restrictions so
that districts and schools are allowed maximum flexibility in the use of funds.

The proposal:
e Requires convening a task force of practitioners, the Arizona Department of Education, and the
State Board of Education which will create recommendations to:

o Identify any requirements and restrictions currently in place that impede flexibility,
innovation and efficiencies in the use of resources at the district and school levels so that
educators are allowed maximum flexibility, or autonomy, in the use of resources.

o Identify any requirement or regulation that does not align with the expectations set out in
“High Expectations.”

e Requires working with the State Legislature and the State Board of Education to implement any
recommendations resulting from this work.

With restrictions from Title 15 and State Board Rule removed, districts will work in a less-restricted
environment, so long as they meet expectations set out in “High Expectations.” For example, districts
may no longer be required to submit to ADE a curricular affidavit stating that they are teaching the
Arizona State Standards, but are instead held accountable to the expectations set out in “High
Expectations.”

About ABEC

The Arizona Business & Education Coalition (ABEC) is a 501(c)3 organization providing a balanced forum for business and

education leaders to collaborate and improve K-12 education policy, with linkages to pre-kindergarten and postsecondary
education. Guiding principles include: i ncreasing publ i
workforce and the quality of the K-12 system; actively and effectively influencing education policy; and sharing
responsibility for the growth of student achievement in Arizona. For more information, visit www.azbec.org.
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