EXHIBIT B


MINUTES
JOINT ADEQUACY EVALUATION OVERSIGHT SUBCOMMITTEE

OF THE

HOUSE AND SENATE INTERIM COMMITTEES ON EDUCATION

Wednesday, May 7, 2008

9:00 A.M.

Room 171, State Capitol Building

Little Rock, Arkansas 

Representative Bill Abernathy, the House Co-Chair of the Joint Adequacy Evaluation Oversight Subcommittee of the House and Senate Interim Committees on Education, called the meeting to order at 9:00 a.m.

MEMBERS OF THE JOINT ADEQUACY EVALUATION OVERSIGHT SUBCOMMITTEE IN ATTENDANCE:  Representative Bill Abernathy, House Co-Chair; Senator Jimmy Jeffress, Senate Co-Chair; Senator Jim Argue; Senator David Bisbee; Senator Shane Broadway; Senator Steve Bryles; Senator Kim Hendren; Senator Gene Jeffress; Representative Nancy Blount; Representative Toni Bradford; Representative Curren Everett; Representative Rick Saunders; and Representative Shirley Walters.
OTHER MEMBERS OF THE GENERAL ASSEMBLY IN ATTENDANCE:

Representative Eddie Cooper; Representative Monty Davenport; Representative Tommy Dickinson; Representative Marilyn Edwards; Representative Billy Gaskill; Representative Jim House; Representative Donna Hutchinson; Representative Ray Kidd; Representative Buddy Lovell; Representative Mark Martin; Representative Mike Patterson; Representative Betty Pickett; Representative Johnnie Roebuck; Representative Lindsley Smith; and Representative Jon Woods.
Without objection, the Minutes of April 23, 2008, meeting were approved as written.

Discussion of Results of Web-Based Survey of School Districts and School Site Visits

Mr. Richard Wilson, Assistant Director for Research Services, Bureau of Legislative Research, was recognized.  Mr. Wilson discussed the historical and procedural basis for the review of the utilization by school districts of state resources provided to ensure the adequacy of the state’s system of public education.  He also discussed the historical development of the public school funding matrix.
Ms. Jerri Derlikowski, Administrator, Policy Analysis and Research Services, Bureau of Legislative Research, was recognized.  Utilizing a two-volume report with an executive summary, Ms. Derlikowski discussed the primary observations and conclusions contained in the comprehensive review of the utilization of state resources by school districts provided to ensure the adequacy of the state’s system of public education.  These observations and conclusions, which were the source of considerable discussion among members of the Subcommittee, are reproduced in their entirety below:
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Conclusions

The matrix is the basis for determining a level of foundation funding. It was not intended to reimburse schools for actual expenditures but rather to establish a level of funding that is adequate for Arkansas schools to meet standards and to provide a substantially equal opportunity for an adequate education to the state's public school students. Districts bear responsibility for operating in an efficient and effective manner that focuses first on adequate academic instruction for their students. The variety of needs for different districts and their student characteristics make it unlikely that all individual matrix line items will fit all schools equally well, which is why the matrix is not mandated. This study reviewed each line item of the matrix in an effort to identify how schools are using these increased resources. Some of the most important results are summarized below.

Elective or PAM Teachers

School-level personnel salaries represent 69% of the FY 2008-09 matrix funding. The largest portion of those salaries are for core teachers and elective or PAM teachers. In 2006, Picus reported that 40% of school personnel were PAM teachers rather than 20% as Picus recommended and the matrix funded. Picus stated that a higher ratio of core teachers to elective or PAM teachers is needed to improve achievement scores. This BLR study found that 38% of school personnel are elective or PAM teachers. As can be seen in the detailed analysis found in Volume 2, 46% of middle school personnel and 40% of high school personnel are elective or PAM teachers.

Instructional Facilitators

The number of instructional facilitators has increased since the 2006 Picus report. In that report, Picus found that, on average, schools employed 0.45 of an instructional facilitator. This BLR study found that schools have, on average, 1.9 instructional facilitators, compared with the matrix funding for a minimum of 2. The numbers in the 2006 report may have been higher than reported due to confusion in the terminology for this position. This level of staffing for instructional facilitators is a positive step in school organizations. Picus recommended that it be pulled out of the matrix due to the apparent low number of instructional facilitators and the consultants' views about the importance of this strategy for improving achievement.

Carry-Forward

In 2007, the carry-forward for FY 2007-08 and 2008-09 was broken into three distinct funding components. A secretary position that was formerly in the carry-forward was taken out of that line item and added as its own line item in the school-level personnel section of the matrix. In addition to adding funding for that position in another area, the total funding for the remaining components of the three new line items was increased by 3.1%.
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Fund Balances

The variance in the levels of fund balances carried by districts is large. For all districts, the net legal fund balance of $1,227 per student is 22%. The net legal fund balance ranges from $31.05, or 0.55% per student, to $5,817.60, or 102.75% per student. The district with 102.75% had a year's worth of foundation funding unspent. Additionally, some districts had large balances for other funds including a building fund balance of $35.8 million and a large categorical fund balance of $2.7 million.

Education Funding Outside the Matrix

The matrix, which is the basis for the level of foundation funding, is not the only funding provided for an adequate education. It is not intended to cover all operational funding for schools. Other sources of funding available to schools are: state categorical funding, state growth funding, funding for declining enrollment, isolated funding, special needs isolated funding and other state grants from ADE; federal funding from a variety of federal programs; and in some cases, a portion of the local mills above state URT. Furthermore, some districts have substantial earnings from investment income and interest income on fund balances.
Options

The need for updating existing funding levels will not be addressed in this report. However, the Adequacy Subcommittee has several options for responding to concerns it may have related to the use of resources. The options are: 

Identify additional items (such as adding a secretary) to be 
     included within a matrix line item.

Move matrix line items outside the matrix to categorical to ensure 
     that spending for those items is as intended.

Mandate line item minimums for some components of the matrix 
     such as technology.

Mandate identified line items for only those schools with poor 
     academic performance.

Recommend incentives for certain expenditure reductions, such as 
     reduced utility costs.

Request additional review or study for an individual line item.

In closing, the state should assure itself that educational funding is being spent in efficient, innovative ways that promote the use of research-based educational strategies and does not continue to be spent on strategies that have not been confirmed by research. 

As noted earlier, Ms. Derlikowski’s presentation was the basis for considerable discussion among members of the Subcommittee.  The topics discussed by the Subcommittee included:

Minutes

May 7, 2008

Page 4

· Correlation between matrix funding and the amount of funding spent on classroom instruction
· Need to monitor school district utilization of State provided resources 
· Maintenance of a consistent format for the funding matrix 
· Need for accurate and consistent coding of expenditures by school districts. 
· Utilization by the Arkansas Department of Education (ADE) of school districts’ Arkansas Consolidated School Improvement Process (ACSIP) plans to gauge school districts’ performance
· Review of the relationship between school districts’ categorical fund balances and student achievement
Representative Abernathy thanked Ms. Derlikowski for her report and expressed the Subcommittee’s appreciation for the work that the Bureau of Legislative Research’s Policy Analysis and Research Services Section had done through the course of the adequacy study.

Representative Abernathy announced that the Subcommittee was scheduled to meet again on Wednesday, May 28, 2008, at 1:00 p.m. and Thursday, May 29, 2008, at 9:00 a.m.  Senator Jeffress reminded the members of the importance of the upcoming meetings and asked them to make their plans accordingly.
There being no further business, the meeting adjourned at 11:30 a.m.
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