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Under the Arkansas Constitution, it is the state’s responsibility to provide a revenue structure that
supports an adequate and equitable education for all students in its public school system.

= Adequacy represents an attempt to move beyond considering the fairness of fiscal input toward the
broad-based improvement of educational cutcomes.

= Adequacy seeks to ensure that all students have a quality education.

= Adequacy asks, “What level of educational resources is sufficient to generate a specific set of
educational outcomes?’

Over the years, state government has struggled to transform its approach to financing public education
and to fulfill its promise of equal opportunity. Finally, a new funding structure for public schools was
enacted by the General Assembly, and adopted by the Arkansas Supreme Court declaring the Arkansas
school funding system constitutional. So, how does Arkansas rank on school finance when compared
to other states? The 2015 Quality Counts report published by Education Week gives Arkansas an
overall grade of C and a national ranking of 28th among states on schooel finance.

In the area of student achievement, The 2015 Quality Counts report ranks Arkansas 37th among
states. The report also shows that Arkansas’ achievement gains on the NAEP since 2003 have been
substantial. For example, gains in 8th grade math since 2003 are the 5th highest in the nation. Gains
on 4th grade math are the 11th highest in the nation and in 4th grade reading, the 16th highest in the
nation. The “Breaking the Curve” report released in 2015 by the Urban Institute takes into account a
state’s student demographics and ranks performance accordingly. In this report, Arkansas’ ranking on
the 2013 NAEP, demographically adjusted, is 20th among states. Also, Arkansas’s ranking on how
much NAEP scores increased between 2003-2013, relative to what might have been expected based on
changes in student demographics, is 8th among states,

Arkansas has also been successful in closing the achievement gap. The 2015 Quality Counts report
indicates that for 4th grade math from 2000-2013, the performance gap between black and white
students decreased from 31 poinds to 19 points. In 8th grade math, the gap decreased from 41 points to
27 points. While less than math, the performance gap in reading has also decreased.

On behalf of the children of Arkansas, the Arkansas Association of Educational Administrators
(AAEA) is appreciative of this progress and the Legislature’s efforts. However, if we expect children to
achieve at high levels, then schools must be funded for success. Economists have long believed that
investments in education, or “human capital,” are an important source of economic growth. Dollar for
dollar, investing in public education grows the economy. Several studies by the Brookings Institute
conclude that the cost of improving education, through programs such as universal preschool, is
covered several times over by the growth in national revenue.

In the Special Masters’ Interim Report and Final Report it was pointed out that constitutional
compliance is an “ongoing task requiring constant study, review and adjustment.” Continual
assessment and funding priority are provided through state law. Therefore, the AAEA welcomes the
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opportunity to submit written recommendations and commentary on sustaining and advancing an
adequate education for the public schools and children of Arkansas.

The following describes and provides recommendations on adequate funding along with findings and
research to support these proposed changes.

s COLA (Cost of Living Adjustment) - As established by Act 124 of 2007, the Foundation
Funding Matrix is to be adjusted each year for inflation of any appropriate component of the
funding system. Due to yearly statutory obligations for salaries of both certified and classified
employees (AR Code 6-17-2403 for certified and AR Code 6-17-2203 for classified), it is
crucial that a COLA be added each year to those components of the Funding Matrix. A COLA
is in order to maintain current standards and requirements and does mot cover any new
requirements or loss of revenue placed upon school districts.

e Carry-Forward (Transportation) - Fund a high cost transportation category for those
districts with an extremely high number of route miles within their boundaries. This could be
phased in over time by freezing the current per student funding amount for transportation
($321.20) and, as COLAs are applied to this amount in the future, distribute these additional
funds to districts according to a high cost transportation formula. The Adequacy Committee
recognized this inadequacy in 2010 and recommended a formula for distributing future
transportation increase funding in a different manner. However, the Legislature chose not to
follow this recommendation and appropriated an allotment of $500,000 to be distributed to
those districts with high transportation costs. In 2014, the Interim Study on Educational
Adequacy recommended the creation of a separate, supplemental funding program for districts
with high transportation costs. However, the Legislature chose not to follow this
recommendation and no additional funding for transportation was allocated to the school
district. The original Adequacy Report called for a study of a high cost transportation formula.
While the issue has been discussed in several Adequacy studies, and several recommendations
made by the Adequacy Committee, a yearly funding stream distributed by a high transportation
cost formula has not been approved.

adjustments since many expenditures from the National School Lunch, English Language
Leamners, and Alternative Learning Environment categories are for personnel costs.

o Teacher Salaries - Teaching talent matters when it comes to improving student achievement
and increased efforts are needed to raise teacher salaries in the state. The 2014 desk audit from
Picus Odden & Associates says, “Many improving schools today consciously seek to recruit
and retain the best talent, from effective principal leaders to knowledgeable, committed, and
effective teachers.” However, Arkansas is losing ground when it comes to recruiting teachers.
In 2010 state universities had 8,255 enrolled in educator preparation programs. That
number has dropped to 5,258 in 2015. Arkansas teacher attrition also plays an important
role in the number of educators for our students. The average percent of teachers lost after one
year from 2001-04 was 14.5%. After three years the average was 27.39% and the attrition
average for five years from 2001-10 was 34.56%. This reduction in potential teachers and
administrators seems to indicate that teaching is not an attractive field to enter and stay as a
career. Salaries and other benefits certainly make an impact on people’s decision on entering
the teaching profession along with the accountability and public pressure. Currently the
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minimum starting teacher salary in Arkansas, as listed in A.C.A. 6-17-2403(b) is $30,122 for a
Bachelor’s Degree and $34,640 for a Master’s Degree. For 2015-16, starting teacher salaries
in districts across the state range from the minimum of $30,122 to $46,816. As updated by
SREB in May 2015, the average Arkansas teacher salary in 2013-14 was $47,319, which ranks
13th out of the 16 SREB states. BLR has previously reported that Arkansas’ average teacher
salary ranked 8® among SREB states in 2005-2006. On a related issue, Lakeview charged the
state with decreasing the disparity of teacher salaries across the state. However, no progress
has been made in this area. For 2015-16, starting teacher salaries in districts across the state
range from the minimum of $30,122 to $46,816. The top of district salary schedules for career
teachers range from the minimum of $42,140 to $75,316. In the future, AAEA recommends
that any increases in the per-student foundation funding amount should be accompanied
by the same percentage increase in the minimum starting teacher salary.

¢ Public School Employee Health Insurance - AAEA appreciates the work of the Legislative
Task Force on Health Insurance and the work completed by the Task Force. This is an area
that will require continued efforts from the legislative body to ensure the retention of school
personnel by making sure benefits are affordable. AAEA supports the modification of the
current State and Public School Health Insurance Board to include more representation
from public school employees. Currently, of the fourteen (14) Board members, only three (3)
are public school employees, which represents approximately 21% of the total board. Yet, the
school employees represent 60% of the members of the State Public School Health Insurance
Program.

e Technology (Bandwidth) - AAEA would like to thank the legislative body for working on the
bandwidth issue in Arkansas. School districts are being provided broadband from the state and
it will be beneficial for future students. We would also like to applaud Speaker Jeremy Gillam
as he has proposed high-speed bandwidth for the entire state, which will expand out-of-school
access to high-speed broadband. “The homework gap” is fast becoming part of our new
digital divide. Speaker Gifliam’s plan will certainly benefit our kids in Arkansas, but it will
also enhance economic development opportunities in Arkansas. AAEA would like to issue a
caution here as well. Several years ago, Arkansas lead the nation in access to broadband and
connecting schools. However, we didn’t continue to address the need to maintain the system,
and we soon found ourselves behind the nation. This issue should remain an area where
legislators monitor and adjust as technology continues to expand and as the need to be
connected continues to grow. We, like Mr. Speaker, like the thought of making Arkansas the
“Tech Capitol of the South.”

e National School Lunch (NSL) Funds - AAEA believes it is imperative that this funding
source remains intact and enhanced for public schools to continue improving the quality of
education for the children of Arkansas. AAEA acknowledges that it is time to review the
funding distribution model and allowable expenditures. The ForwARd Arkamsas Report also
recommends changes in the NSL funding distribution model.

Funding for struggling learners (more commonly known as NSL or NSLA funding) has been
part of the state-funding formula for Arkansas public schools since the 2006-2007 school year.
The term NSLA refers to the National School Lunch Act. The number of K-12 students in
each school district that received free/reduced meals, in accordance with NSLA eligibility
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guidelines, determines the funding allotment for each district. Since its inception, this
categorical funding source has been the funding source on various strategies that improve
learning for struggling students and to improve educational outcomes for all students. Districts
are provided flexibility to utilize these funds for a number of programs/initiatives under laws
established by the Arkansas Legislature and rules developed by the Arkansas Department of
Education. There is strong evidence indicating that Arkansas public schools have been
successful over the past decade in both closing the achievement gap and raising the
achievement levels of all students. As reported by BLR in September 2015, The Arkansas
achievement gap is narrower than the U.S. gap in all four assessments reported by
NAEP. The most significant progress in closing the achievement gap has been in 4th grade
math where performance gap scores between poverty and non-poverty students narrowed from
23 points to 16 potats (NAEP scale scores, 2000-2015).

¢ English Language Learners (ELL) Funds - According to an Oct, 2015 BLR report to the
Joint Interim Committee on Education, school districts and open-enrollment charter school
expenditures of ELL funds for FY15, including expenditures of funds transferred to ELL,
totaled $15.9 million or $425 per student. Thus, on average, districts spent roughly 134% of
the ELL categorical funding they originally received for that purpose. Statewide, districts are
spending almost $4 million more providing ELL services than is sent to them through the
Matrix. In addition, the number of ELL students in Arkansas has almost doubled in the past
decade. It is crucial that additional funding be provided to districts for needed services to
English Language Learners. The ForwARd Arkansas Report also recommends a greater
investment in funding for ELL students.

* Professional Development - In the final Odden & Picus Report to the Joint Committec on
Educational Adequacy in September 2003, a recommendation was included that all school
faculties receive ongoing professional development. In fact, this Report goes even further by
referring to recent research in identifying six (6) structural features of effective professional
development.

1. Forimz — PD should be school-based, job-embedded, & focused on the curriculum being
taught.

2. Duration — At least 100 hours of PD and closer to 200 hours per year.

Collective Participation — PD should be organized around groups of teachers from a school
that over time includes the entire faculty.

(V5]

4. Content Focus — PD should be focused on improving and deepening teachers’ content
knowledge as well as how students learn the content.

5. Active Learning — PD is most effective when it includes opportunities for teachers to work
directly on incorporating new techniques into instruction.

6. Coherence — The alignment of PD to standards, evaluation, and goals.

In January 2014, the Arkansas Bureau of Legislative Research presented to the Joint
Committees on Education a policy brief entitled “Essential Points from Research on Effective
Interventions (Strategies) for Achievement Gains.” Regarding professional development, this
brief included the following statements.
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1. Three essential factors leading to effective teaching are hiring practices, effective leaders,
and professional development.

2. In schools that successfully “twrn around” academic performance, leaders work with
academic coaches and other teachers to create a culture, structures, and dispositions that
promote continuous incremental professional development aimed at identifying individual
teacher and student needs.

In the Desk Audit of the Arkansas School Funding Matrix presented by Picus Odden &
Associates to the Education Adequacy Committee in September 2014, a recommendation
was made to increase the allotment for PD to $100 per student. The current PD is $32.40
per student. A portion of this amounts goes directly to AETN.

Arkansas has implemented three ambitious initiatives that create a tremendous need for targeted
and specialized professional development in order to be successful. As Arkansas continues
implementation of the Arkansas State Standards, continues the implementation the Teacher
Excellence and Support System (TESS), and fully implements the Leader Excellence and
Development System (LEADS), the need for targeted and specialized professional development
that is research-based and standards-based will increase dramatically. Also, as Arkansas moves
towards a focus of career readiness and preparing students both for college, technical training, and
the job force, quality professional development for educators in these areas is crucial.

s Using the Matrix/Foundation Funding as an Expenditure Medel - The Adequacy Matrix
initially established to fund Arkansas schools by Lawrence Picus & Alan Odden made
assumptions concerning necessary staffing levels and other expenses in comparison to a
hypothetical model of the 500-student school. Even in its earliest years, the real application of
this funding model failed to conform to the actual needs found in real schools of all sizes
throughout Arkansas. Local school leaders used the total funds to address needs for staffing
and other expenditures consistent with the actual conditions in communities. Some spent more
for special education teachers than assumed, others required more student/staff support in the
form of counselors, social workers or administrators and others found that more clerical
assistance was required for efficient operation. In every case, local school leaders found that a
“one size fits all” model for spending funds was not appropriate. This finding in no way
diminishes the value of the scholarly model presented by Picus & Odden.

Since its inception, biennial reviews of the Adequacy Matrix have revealed areas which were
clearly underfunded. Minor adjustments to selected areas have partially addressed these
categories, but some of the inadequacies in staffing have been uncorrected. Evidence gathered
by BLR as well as testimony presented during the hearing process has documented the fact that
school districts of all sizes are required to supplement several staffing categories by adding
funds from other sources or by using funds included in the matrix for other purposes to address
local needs. This aspect of the Adequacy Matrix as a funding method as opposed to a
spending plan should be without question in view of this evidence.

When the Arkansas General Assembly required that Foundation Aid generated for each school
district be segregated into a separate fund in order to ascertain spending patterns, the resulting
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data served to further confuse the issue. By requiring that only Foundation Aid be recorded
into this created fund and that additional expenditures in corresponding categories be recorded
elsewhere created an artificially-imposed ceiling on apparent spending. Simultaneously other
matrix categories in which school districts spent less than the assumed allocation were treated
as “excess” and used as a reason to reduce or freeze funding. The entire method is
obfuscation-using data and is not a genuine attempt to assess Adequacy in the spirit of the
Arkansas Supreme court decisionin Lake View.

The Adequacy Matrix is a viable method of assessing the provision of resources to
Arkansas schools. However, it is not and never was designed as a spending pattern for
every district in view of the disparate sizes and demographic needs of local schools.
According to “A Report on Legislative Hearings for the 2014 Interim Study on Educational
Adequacy” dated November 1, 2014 by BLR, “Unlike some other types of funding, foundation
funding is unrestricted. This means that the state does not specify what school districts may or
may not purchase with the foundation funding they receive. This flexibility is intended to
account for the specific nceds of each school district, allowing some districts to spend more on
teacher salaries, for example, while other districts may have higher transportation needs.”
Schools understand this fact and are obviously funding personnel and operational costs as local
conditions require. It is disingenuous to fail to consider the excess costs in several
mandated/needed categories while holding funding constant in most categories. The adequacy
determination process must rely on data and upon the testimony of those who operate the
schools. As we move further away from the Lakeview Court Case, AAEA is concerned that
policy makers may not understand why the matrix was designed as a revenue model and not an
expenditure model.

As you know, every school in every area of the state has different needs, and school leaders
need the flexibility to meet those needs at the local level. For example, a district may not be
spending the matrix amount on technology because they have identified an intervention
program not funded by the matrix but which has been successful in improving student
achievement. Or, they have identified funds outside the matrix (such as federal funds) for
technology expenditures. The matrix does not match how a district needs to spend those
dollars. Example: the matrix provides one teacher for every 20 kindergarten students, What
happens when a district has 25 kindergarten students or 15 kindergarten students? Or, what
happens when a district has to spend more money transporting kids to school than the matrix
provides? In another example: the matrix funds schools of 500 for .85 library media specialist
and 1 principal. However, the Arkansas Standards for Accreditation requires a school of 300
must employ a full-time licensed library media specialist and a full time principal. Since the
matrix does not fit the actual school, the district must fund those positions with other matrix
funding or the use of local funds. While numerous other examples exist, the bottom line is the
matrix is an unrestricted funding model to distribute dollars. The closer the matrix gets to
becoming an expenditure model the closer schools will be to fiscal distress because the matrix
does not match their needs.

s Staffing - It has been some time since staffing in the funding matrix has been studied. AAEA
enconrages a mew study of staffing be done to research the costs of additional
requirements and responsibilities that have been added onto district administrators and
staff. Some of the supplementary administrative and staff duties include: TESS, LEADS,

aal
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dyslexia, new curriculum standards, digital learning, and facility requirements. In fact, the
recently released ForwARd Arkansas report recommended the creation of a school
administration manager role to support operations as a school principal support strategy. They
also recommended establishing teacher leader roles that should be explored.

e Career and Technical Education - In many cases, teachers, administrators, parents, etc. tell
students to be successful they must earn a four year college degree. This is just not true today.
Depending on which economic report you review, approximately 80% of jobs do not require a
college degree. Yet, in many school districts 50% to 70% of their students are encouraged to
enroll in a four-year college. The job market where people can earn a quality career include
high skill, high wage technical jobs that are expanding rapidly. We need to ensure our
educational system provides opportunities for kids to be successful in those type careers.

We need to start measuring the success of a high school differently than just the average ACT
score or their remediation rate. We need to measure the success of a school’s graduates. We
need to expand programs allowing schools to provide opportunities to earn an associate’s
degree or technical certificate while earning their high school diploma. We have schools doing
great work with career academies, STEM, etc., and we need to encourage them to continue
those programs and expand opportunities. We need to expand career awareness programs in
our middle schools. We need to expand and fund career centers in Arkansas to ensure all
students have an opportunity to explore alternative educational paths.

One of the biggest obstacles for ensuring collaboration between K-12, ADE and Career and
Technical is the current makeup of the rule-making body for schools. We have the Arkansas
Department of Education (ADE) and the Arkansas Department of Career Education (ACE).
These two agencies have different missions and certainly different rules for schools to follow.
AAFEA believes their mission should be the same, which is to produce successful students.
Therefore, AAEA recommended in 2014 making Career and Technical Education a part
of the ADE. The state has had numerous changes since 2014. We suggest that legislators
monitor ADE and ACE to determine if changes are being made and barriers to
implement needed changes are being torn down by the two separate divisions. If not,
then AAEA would once again recommend merging the two divisions into one education
department. Then schools would have one voice to listen to and hopefully Career and
Technical Education would be in the conversations of regular educators as we move forward

an agenda to give kids employable skills to be successful in life.

There are other areas of education outside the Funding Matrix and Categorical Funding that also need
to be addressed. AAEA is offering additional recommendations in these areas:

e Academic Facilitics — Funds for the Facilities Partnership Program neced to be
replenished with either a secure ongoing appropriation or a one-time allocation from
general improvement funds. Act 1426 of 2005, the Arkansas Public School Academic
Facilities Program Act, has the following language, “in order to satisfy the constitutional
expectations of the Supreme Court, the state should: (1) provide constitutionally appropriate
public school academic facilities for the education of each similarly situated child in the public
schools of Arkansas, regardless of where that child resides within the state.” Since 2006,
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through a large one-time general improvement funding allocation of $500 million and other
ongoing funding appropriations, the Partnership Program has committed over $1 billion to
school districts for the repair, expansion, and construction of academic facilities. However,
there are still facility needs to be met in the state, as evidenced by a video presentation before
the Joint Education Committee in October, 2013 by Arkansas Advocates for Children &
Families. The one-time general improvement allocation has been spent down and a general
revenue investment of less than $35 million is woefully inadequate to meet the current and
future school facility needs. In addition, a comparative study of the state’s school district
facilities is needed to assess equity between districts and establish priorities for funding
decisions. A statewide assessment of facilities has not been conducted since the original study
over 10 years ago.

It is crucial that the Facility Partnership Program remains intact to provide assistance in
maintaining adequate facilities statewide and doing so without placing a financial burden on
districts and taxpayers in economically depressed regions of our state. In August 2015, BLR
submitted the “Academic Facilities Funding, Expenditures, and Distress” report to the Joint
Interim Education Committee. Included in this report was data showing how much one mill in
each district would generate for facility needs. This calculation ranged from a low of $12,212
to a high of $3,349,065. Districts on the low end are generally rural districts with the deadly
combination of low property values and low and/or declining student enrollment. Without
partnership assistance many of these districts would never be able to raise the needed funding
to maintain adequate facilities. It is also crucial for these districts to be able to receive
partnership funding for “warm, safe, and dry” projects designed to keep existing facilities up-
to-date, safe, and comfortable for students and staff. These districts may never grow enough to
utilize the partnership program to build a new facility, but they still educate kids and have
facility needs. AAEA recommends that “warm, safe, and dry” projects approved but not
funded have access to partnership fands released to the state due to failed millages, etc.

e Current legislation indicates that open-enrollment charters are public schools. As public
schools, the issue of adequate facilities applies to them also. AAEA continues to recommend
that charter schools should be able to access facility partnership funding. Certain requirement
should be in place to protect the state and be fair. Such as under the following conditions:

o A facility needs assessment (the same as traditional schools) is essential to determine the
current condition of charter facilities and to determine those schools with the most
pressing facility needs.

©  After the needs assessment, charter schools would be in the same pool as traditional
schools for facility funding, following the same rules for eligibility. With limited state
resources to support school facilities, ALL public schools, traditional and charter, that

make requests for partnership funding, should follow the same procedures and guidelines
to ensure that projects are funded according to the greatest needs.

o Charters should have bonding authority with the ability to ask patrons for a millage
increases or sales tax to support facilities.
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o The state would need to protect itseif in case of default (facility would become state
property).

e AC.A. 6-21-808 (d)(1)(A) requires districts to expend 9% of foundation funding exclusively
to the payment of utilities, and costs of custodial, maintenance, repair, building
repair/renovation, including related personnel costs. This requirement plus the requirement
that all districts use a computerized maintenance/preventive maintenance program
(SchoolDude) to track all work orders has been very successful in improving the quality, cost
efficiency, and safety of school facilities. A recent national study on the impact of a preventive
maintenance (PM) program shows the following:

o Arkansas leads the nation in the % of total work as PM. The average AR district
performs about 58% of all work as PM, compared to the national average of 14%.

o AR stands alone as a state in their emphasis on PM work, ranked 1st in the nation by a
wide margin. Also, AR compietes about 75% of all PM work within 30 days or less,
compared to the national average of 51%.

o PM has been shown to be less costly than emergency repairs. As of 2015, emergency
work orders have dropped in AR by 65% from 2007 levels. This means reduced
overtime costs, extended equipment life, and better use of maintenance personnel and
improved equipment operation.

According o ADE reports, school districts are spending significantly more annually on actual
maintenance and operation expenditures compared to the 9% M&O expenditure requirement.
Therefore, AAEA recommends that the 9% requirement and the statewide preventive
maintenance program continue as currently implemented.

¢ Fund balances continue to be an issue of discussion. For the past six years, when comparing
statewide net legal balances to yearly total net expenditures, the balances have ranged from
16.4% to 18.4% of the yearly expenditures. (Source: Annual Statistical Report of AR Public
Schools, 2008-2009 through 2013-2014). This represents approximately 2 months worth of
expenditures. There scems to be historical precedence for balance carryover in this range.
School districts do not receive any foundation funding from June 30 to August 31 each year.
These months are also typically months of low collections rates for property taxes. Districts are
also asked to fund federal programs, including personnel costs, until federal applications are
approved, typically in early fall. Historically, districts carry over an amount adequate to meet
payroll and operating expenses during July and August, or until the first Foundation funds are
received for the new fiscal year. Due to the continued discussions of this issue and no defined
parameters for school districts, AAEA recommends establishing a cap of the net legal balance
and give districts an allotted amount of time to decrease their current balances much like was
done with the categorical funding. The Government Finance Officers Association, an
international association representing financial agents of cities, counties, school districts, and
state government, has a "Best Practice” Statement regarding the appropriate level of
unrestricted fund balance for governmental units. Their recommendation is that, in general,
political subdivisions maintain an unrestricted fund balance in the general fund of no less than

A Review of Adequacy 2016: Prepared by AAEA Page 10 of 12



two months of regular general fund revenues or expenditures. Two months, or one-sixth of a
year, would be a unrestricted fund balance of 16.67%. The GFOA recommendation allows for
even higher balances if local circumstances warrant this. For example, districts might have a
debt service payment in the summer and the funds used to make this payment should not count
towards the ending balance. Another example warranting a higher fund balance is districts
having to “carry” federal programs for several months until final approval by the ADE.
AAEA recommends a district’s net legal fund balance be capped at 20% unless
extenuating circumstamces are approved by ADE,

e Pre-K Education — Funding for high quality Pre-K educational programs neceds to be
increased. This is an AAEA recommendation and was also a recommendation in the ForwARd
Arkansas report. Research continues to confirm the importance of high-quality early
childhood education as a strategy for improving the social, emotional, and intellectual
development of children as well as increasing the likelihood of their future academic and
economic success. A 2008 Arkansas study (Barth, Nitta), for example, found that access to
quality pre-k in Arkansas has done more than any other intervention to help close the education
achievement gap between white and minority children and between middle-class and low-
income students. However, the 2015 Quality Counts report shows that since 2008, the % of
Arkansas 3 and 4-year old chiidren enrolled in pre-school has actually decreased and the
“poverty gap” of enrolled children has increased. Numerous national campaigns, such as the
National Opportunity to Learn Campaign (OTL) led by the Schott Foundation and the Grade
Level Reading Campaign (GLR) led by the Annie E. Casey Foundation have made access to
quality early childhood education a focal point of their campaigns to improve educational
outcomes for all children.

¢ Remediation - We commend legisiators for continuing to talk about the remediation rate in
Arkansas. Although the remediation rate is at an ail-time low (Source ADHE), we need to
evaluate this issue to make sure sound policy decisions are being made in the future. We
currently base the entire remediation issue on a student’s score on one exam, ACT. We do this
in spite of knowing the ACT is not a good predictor of success in college. In a report submitted
to the Joint Subcommittee on Grade Inflation in 2010, Dr. Neal Gibson from ADE, indicated a
student’s high school GPA had a .601 cormrelation compared to the ACT, which had a 418
cotrelation in predicting college success. Also, a 3-year national study released in February,
2014 by the National Association for College Admission Counseling concluded that high
school grades, not ACT/SAT scores, are the best predictor of college success. A recent national
report indicated 180+ leading colleges and universities have changed their requirements on
submitting ACT/SAT scores for admission. Yet, our state’s policy has not reflected the
research.

One problem with the remediation rate is the fact that schools have been directing nearly every
student towards enrolling in a college degree program. Students are being required to take
certain courses that they may not view as being relevant to their interest or career. All students
need quality teachers and rigorous courses; however, it has to be relevant to the student’s
interest and goals for their life. Students need rigorous courses to allow them to choose any
career path, but not force them into a field of study.

The state currently spends millions on remediation. While a portion of these services certainly
need to remain, determining the need for remediation on factors other than one test score

A Review of Adequacy 2016: Prepared by AAEA -Page Hofi2



should free up funds to implement other successful programs such as career centers, career
coaches and quality pre-K. AAEA recommends that student GPA be added as a factor
determining remediation. Students with a certain GPA or a 19 on the ACT should not
require remediation. There has been discussion nationwide recently regarding assessing a
student’s “grit,” the tendency to sustain interest in and effort towards long-term goals.
AAEA believe that a student’s GPA does exactly that.

e Unfunded Mandates - In December 2005, during Lakeview deliberations, the Arkansas
Supreme Court found that school districts were being faced with unfunded mandates. An
unfunded mandate is a statute or regulation that requires a school district to perform certain
actions without providing additional money to fulfill the requirement(s).

Several prime examples of unfunded mandates for school districts are as follows:

o Minimum Teacher Salary Increase - Act 1087 of the 2015 Regular Session required an
increase in minimum starting teacher salary by 3% beginning with the 2015-2016 fiscal
year (from $29,244 to $30,122) and an additional 3% increase for 2016-2017 fiscal year
($30,122 to $31,000); however, the annual Funding Matrix COLA for each fiscal year is
increasing by less than 1%.

o Health Instrance Premium Assistance/FICA Savings Transfer to EBD - Act 3 of the
Second Extraordinary Session of 2014 requires school districts to send funds that are not
required to be paid for federal taxes under the Federal Insurance Contributions Act
(FICA) to EBD to use for premium assistance. The funds are generated from health
insurance pre-taxed premiums. Districts had been utilizing those funds prior to Act 3 for
operating needs within their budgets.

o Additional Staff Due to New Requirements - Examples include TESS, LEADS, Arkansas
Curriculure Standards, Dyslexia, etc.

There is little doubt that Arkansas will continue its efforts to provide its children an adequate and
equitable public education. The challenge we face is to engage in continuous dialogue and a continuous
process of assessing needs and appropriate levels of funding. AAEA appreciates the opportunity to be
included in this process. AAEA also greatly appreciates the work of administrators across the state that
provided data, recommendations, and time from their busy schedules in assisting the Association in the
development of this crucial report. We also thank them for their commitment to quality instruction for
the children of Arkansas.
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Good Newsfbout Arkansas Education
(P2

2015 Quality Counts Report |
 Substantial gains on the NAEP since 2003 |

= 8th grade math gains since 2003 are the 5th highestl
in the nation

» 4th grade math gains since 2003 are the 1ith
highest in the nation

* 4th grade reading gains since 2003 are the 16th
highest in the nation

Good News About Arkansas Education

(p:2)

* 2000-2015 Performance Gap Decreased

« 4t grade math:

« between black & white students decreased from 31
peints to 19 points

* for poverty students decreased from 23 to 16

« 8t grade math:

* black/white gap decreased from 41 points to 27
peints

¢ poverty gap decreased from 25 to 23
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Bfre;king the Curve Report 2015 (p.2)

+ The Urban institute takes into account a3 state’s
student demographics and ranks performance:
accordingly. in this 2015 report, Arkansas’s ranking
on the 2013 NAEP, demographically adjusted, is
20th among the states.

» Also, Arkansas’s ranking on the 2013 NAEP scores
increased between 2003-2013, relative to what,
might have been expected on changes in student,
demographics, is 8" among the statesti

rlsgysies dssocinion of it Adumsirdtors

J 3110 KA Al id = &
& el
State Total Hispanic |Black | White NSL SpEd
| Arkansas 86.9 84.5 81.0 83.2 82.7 83.1
i Florida 76.1 75.0 64.7 81.7 67.8 55.1 |

T Louisiana 74.6 73.0 67.9 80.3 68.8 42.8

Miss, 776 7.7 71.5 84,0 70.9 28.1
Missouri 87.3 79.9 I 74.8 204 80.4 75.3
Oklahoma 8.7 ;7_(5_ I 75.7 34.8 78.2 77.2
Tenn 87.2 81.4 786 90.9 82.2 69.0
Texas 88.3 85.5 84.2 93.0 85.2 715

it it ANt 00 A ittt ran ol A ristisur

Matrix Item ~ COLA (p.3)

¢ A COLA should be applied to foundation and
categorical funds in order to just maintain current
standards and requirements. The COLA does not
cover any additional requirements placed upon
schools.

taiinl of Cducaiol Adnnaisiraiers
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iztrix item ~ COLA (p.3)

+ ALA 6-17-2203 requires the minimum hourly rate
of school classified employees to increase each year,
based on CPL. Currently - $8.32. Several Matrix
iterns potentially affected by this law received ND
increase for the bienniurn - Schooi Secretary,
Supervisory Aides, Operation/Maintenance, &
Transportation.

Matrix ltern — COLA (p.3)

+ Act 1087 of 2015 increased the minimum teacher
salary schadule by 3% this year and it will increase
another 3% next year.

Iransporiation (p:3)

= Carry out the directions of several previous
Legislative Adequacy Committees by developing a
categorical high cost transportation funding. The
legislature has not approved the previous
recommendations.

* We continue to recommend freezing the current
transportation funding in the matrix and apply
future COLA transportation dollars to the high cost
transportation categorical fund. Over time this wilt
be very helpful to districts with high cost needs.
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Teacher Salarjes (p:3)

* in 2010 state universities had 8,255 enmolled in = |
educator pregaration programs. That number has
dropped to 5,258 in 2015,

+ The average teacher salary in 2005-2006 ranked
8th among the SREB states. As updated by SRERin |
May 2015, Arkansas ranked 13th out of 16 SREB

U1 arkumso Assovuttion of Eaeatin! didministrators

Teachern Salaries (p.3)

+ In the future, we recommend the minimum state
salary schedule should be increased by the same
parcentage as the foundation funds are increased.

+ We also recommend the siate increase all teacher
salaries and decresse the disparity among salaries
across the state.

0 &eesus Assactatig af Fuctiid Adiastralon,

Health Insurance (pli)

+ We appreciate the legistators efforts on improving
the health insurance program. We also ask the
policy makers to continue monitoring this program
as it is ever evolving.

[+ We continue to recommend equal representation
on the State and Public School Health Insurance
Board. Of the 14 board members, only 3 are public
school employees, which represents approximately
21% of the board. However, school employees
represent 60% of the member of the system. Fair
representation is & must.

b : Arkesos Assocartion of Edmiztannl Advimisizilore



Technology {Bandwidth {p.4)

* We would tike to thank the legisiative body for
working on the bandwidth issue and applaud |
Speaker jeremy Gillam on the proposed high speed
bandwidth for the entire state.

* We agree with Mr. Speaker's comment of making
Arkansas the “Tech Capite! of the South.”

+ Caution - Arkansas has led the nation in the past on
broadband; however, we failed to continue
planned growth and fefl behind the nation.

Categorical NSL Fundsi(p.4)

+ As reported by BLR in September 2015, the
Arkansas achievernent gap is narrower than the
U.S. gap in all four assessments reporied by NAEP, |

+ According to the 2013 Wation's Report Card, the
gap has ¢closad in both reading and math, for both
the black/white gap and the poverty/non-poverty
popuiations.

S Ry

Categorical NSL Funds (5.4} _

» The most significant progress in closing the
achievement gap has been in the 4th grade math
where performance gap scores between poverty
and non-poverty students narrowed from 23 points
to 16 points {NAEP scale scores, 2000-2015).
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Categorical NSL Funds {p.4)

« AAEA continues to recommend a review of
allowable expenditures and the smoothing of the
funding cliffs to determine any future policy
decisions. The ForwARd Arkansas report also
makes this “smoocthing” recommendation.

1 Arkapsus sasorihor of Gducatmaf ddmmstrafors

Categorical ELL funding (p.5)

« ELEL Categorical funds do not provide encugh
funding for that population of students as evident
im BLR's October repart. In 2014715 districts spent
$15.9 miltion or $425 per student to fund the ELL
programs. Districts spent %4 million more thao
what state provides for this program.

* AAEA recommends additional funding to serve this
population of students. This was also a 1
recommendation in the ForwARd Arkansas repost.

el s o

Categorical — PD Funds (p.5)

* Quality professional development for educators is
essential to continue moving student achievement
forward. The Desk Audit by Picus Odden &
Associates recommended to increase the PD
funding to $100 per student based on their latest
research. The current level is $32.40.

* AAEA recommends legislators study the research
on professional development for policy
implications.

Arkensus Assoviation of Ednecafwmal difmarsiafors



= This is the number one funding concern of school
administrators due to the disconnect between
running @ school district and developing policy.

Legislators and Picus & Cdden made assumptions
concerning necessary staffing levels and other
expenses in comparison to a hypothetical modet of
the S00-student schooi.

Matrix —As An Expenditure Model (p.6)

+ The real life funding model, when considered as an

expenditure model, fails to conform to the actual

neeads found in real schools of all sizes throughout _

Arkansas.
= “One Size Does Not Fit Ail™

* Policy makers need data to make quality decisions.
However, practitioners need to be listened to in
order to see how policy is being implemented.

BLR runs the data for the reports policy makers
recelve. The data is as accurate as they can make
it; however, it does not tell the full story. In fact,
the “Resource Allocation of Foundation Funding
Report” indicates that district expenditures are only
an estimate and policymakers need to keep that in
mind.

-

IMatriz —As An Expenditure Model (p.6)

Matrix—As An Expenditure Model (p.6)
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Matrix — As An Expenditure Mode! (p:6)

are capped. Schools actuaily spend mamny
additionat doflars in the identified categories.
Again, you need to see the entire picture befare
making decisions.

+ Data you recaive for foundation fund expenditures |

| Aty dssuvisiron of Bdncatoadf iannstratars

Matrix — As An Expenditure Madel [p.&)

+ Actual AR School District: School with 367 students |
and 29 kindergarten students. :

« Matrix provides funding for: .73 principal, 1.45
kindergarten teachers, and .62 media specialist

* The Standards for Accreditation reguires: 1
principal, 2 kindergarten teachers, and 1 media
speciatist.

+ “Dne Size Doas Not Fit All”

oai o Bl atroa L drmmstrciess

* Since the initial matrix was established, districts
have added additional staff to keep up with the
new requirements. Examples: TESS, LEADS,
Dyslexia, digital learning, facility planning/
maintenance/preventive maintenance reporting,
etc,

Dask Audit from Picus Odden & Assoc indicates a
substantial shift in current staffing
racommendations based on the latest research.

[r
Fo Arkarsas. wsorason of Cuealiond Advtiralors
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Matrix~ Staffing {p.7)

* ForwARd Arkansas report recommended the g
creation of a school administration manager role to |
support school eperations. i

* AAEA confinues 1o recommend the staffing 1'

compeonent of the matrix be reviewed.

Career & Technical Education (p.8)

< We applaud the direction and efforts of
policymakers in the area of career and technical
and workforce development.

« Historically, the obstacles for districts to meet the
changing demands of business and industry are
funding and barriers that prohibit needed change.

j:

Career & Technical Education (p:8) =

* Career centers have not received additional funding
in several years. This needs to change if we want to
develop a progressive CTE program.

* AAEA recommends additional funding for career
centers and a Legisiative Task Force to review
barriers.

N ————

1/8/16



Cutside the Matrix — Academic

Facilities (p.8)

* The partrership program is an autstanding program|
approved by legislators and has certatnly improved
school facilities acrass the state.

* We would recommend that another statewide
assessment of facility needs be conducted as the
ariginal study was conducted 10 years ago. This
does not have to be as comprehensive a study as
the ariginal one since the Division has up-to-date
records of ali facilities built/remodeled with
Partnership funding.

5
o1 Akl dssocaniion of R et A bl isd o

Outside the Matrix — Academic
Facilities {p.8)

« Poor districts may need additonal heip due to fack
of ability in raising lccal miltage high enough to
support local buitding. BLR report indicated that
the value of a miti varies across the state from a
fow of $12,212 1o a high 0of $3,349,065. So, the tax
burden from individual taxpayers will vary
significantly across the state.

1EH arkunsns Awnoaation uf Eibuationat Aduiasiraioes

Outside the Matrix — Academic

Facilities (p.8)

* Poor districts with a low assessment and losing
enroliment may never have an opportunity to
participate in the partnership program due to
“warm, safe, dry” being eliminated from future
funding participation.

Legislators may need to consider “power funding”
milis after the local effort has met a certain
threshold.

el ks Avsncadion of fdicalnal dntnstralors
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Outside the Matrix — Academic
Faciliies (p.8)
< In 2014, AAEA recommended that Open Enrollment |
Charter Schools shouid be allowed to participate in
the Partnership program. %!
* We continue to make this recommendation and |
think it is much more viable and accountable than
the current open enroliment charter program of
providing money with no prioritized assessment of |
need ar state approved facility pian.

Fund Balances (p.10} ;

= From 2008-2014 the average fund balances have
ranged from 16.4% to 18.4% of expenditures.
However, this continues to be a point of
conversation because of outliers.

» There are no guidelines on what is an acceptable
fund balance and there are certainly no legal
guidelines.

* Notes: Government Finance Officers Assn. “Best
Practice” recommendation - no less than 2 months
of unrestricted fund balance.

* AAEA recommends establishing a cap of 20% on the
unrestricted funds of the legal balance unless
otherwise approved by ADE.
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Pre-K Education {p.11)

+ Research continues to confirm the impartance of |
high-quality early chitdhood education as a strategy |
for improving the social, emotional, and intellectual.
development of children as well as increasing the
liketihood of their future academic and economic
SUCCESS.

\Pre-k Education (p.11)

« Howaever, since 2008, the % of Arkansas 3 and 4-
year old children in pre-schoct has actually
decreased and the “goverty-gap” of enroffed
childrer has increased.

+ AAEA recommends the expansion of guality Pre-K
programs to serve the students around the state.
The ForwARd Arkansas report also recommends
greater funding far pre-K programs. ]

i 3
1 Arkumsas Dot of Futtea it At 0 utors

‘Remediation (p.11)

» The fall of 2013 remediation rates fell to an all time
low according to ADHE.

* We continue to use the ACT as the single source to
determine remediation needs even as the research
shows the ACT isn’t the best predictor. The report
by Dr. Neal Gibson and a 2014 study by the
National Association of College Admission
Counseling concluded that high school grades, not
ACT/SAT scores, are the best predictor for college
success.

| Arkansas Assocnd o af Teincaliong ! Aeiinisi oo
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Remediation {p.11}

* AAEA continues to recommend that student GPA
be added as a factor for determining remediation.

Unfunded Mandates (p.12) :

+ The Arkansas Supreme Court recognized the impact|
of unfunded mandates on schools. We have a few |
recent unfunded mandates as exampies as future ii
policy decisions are being considered. 1

-+ Minimurm Teacher Satary Increase

[+ Health Insurance Premium Assistance/FICA Savings
Transfer to EBD

= Additional Staff Needed Due to New Reguirements

Questions

. Richard Abernathy
AAEA Executive Director

rabarnathy@thenaen org
501-372-1691
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