State of Arizona
Department of Education

SCHOOL FINANCE MEMORANDUM 12-025

TO: Superintendents, Business Managers, Charter School Administrators
FROM: Lyle Friesen, Director of School Finance
DATE: November 1, 2011

SUBJECT: HB2385, 49" Legislature, 2" Regular Session

Laws 2010, Chapter 318 (HB2385, 49 Legislature, 27 RS), made substantial changes to the method used to
calculate ADM, which necessarily impacts many aspects of school finance. Recognizing that implementation
of such a large scale change would be incredibly difficult to achieve by July 1, 2011 (FY2012), ADE asked for
and received a postponement of the implementation of HB2385 until July 1, 2012 (FY2013). This
postponement is contained in Laws 2011, Chapter 300, Sec. 9 (SB12506, 50 Legislature, 15t RS). Pursuant to
this authority, the Superintendent of Public Instruction has determined that the provisions of HB2385 shall
not be applied until July 1, 2012.

In short, ADM and student count should continue to be calculated for the most part as they were for the
2010-2011 school year, except that any changes enacted via separate legislation during the most recently
completed legislative session should be observed (e.g. ADM calculation for JTEDs, etc.)

Note: School Finance memorandums 11-070 and 11-075 previously incorrectly indicated that effective
July 1, 2011 (for FY 2011-2012), all changes to prior year budgets and state aid would be limited to the
first prior year only, rather than three prior years. At this time, changes continue to be allowed for
three prior years (see #8 below).

The table below summarizes the impact of the postponed changes on FY2012 (current school year), and the
upcoming changes for FY2013 (2011-2012 school year)

FY2012 FY2013 Change
The standard 40th day and 100 day Revises the Average Daily Membership (ADM)
methodology remains in effect. calculation from the 40 day and 100% day

methodology to using four census dates: 9/15,
1. 11/15,1/15, and 3/15.
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FY2012

FY2013 Change

The definition of ADA remains in A.R.S.
§15-901. Statutory references to ADA
remain.

Deletes the definition of Average Daily
Attendance (ADA) from A.R.S. {15-901.

Removes all statutory references to ADA.

ARS. §15-902 remains in effect. ADA
remains a factor in funding.

Repeals A.R.S. §15-902 — Determination of
Student Count. This repeals language requiring a
school district to adjust their ADM if it exceeds
their ADA by a specified percentage.

No change in student absence data
collection.

Requires districts and charters to report absence
data to ADE at least every 60 days.

For computation purposes, the effective
date of withdrawal remains retroactive to

the last day of a student’s actual attendance.

Designates the effective date of withdrawal as
retroactive to the last day of a student’s actual
attendance or excused absence, for computation
purposes.

No change

Requires ADE and the Auditor General to
include a minimum of a 10 percent sample of
daily attendance records as part of any ADM
audit.

Districts continue to adjust student count

for major incidents listed in section 15-902.

(E.g. widespread illness, adverse weather,
school closure, etc.)

Requires District and Charter governing boards to
adopt a policy governing excusing students from
school attendance, as ARS 15-902 is repealed.
The policy shall require the Districts and Charters
to apply to ADE for authorization for a school
closure for widespread illness, adverse weather
conditions for three or more consecutive days,
concerted refusal by students to attend class,
threats of violence, or school closure affecting
safety of people or property or other ADE-
approved cause. (previously contained in ARS 15-
902)

Current three-year period for correcting
budget errors remains in effect. For
upward adjustments to ADM, 915s can be
requested for one prior fiscal year (i.e.,
FY2011 only). For downward ADM

Allows Districts to continue to use the statutory
formula to correct state aid or budget limit errors
(“915” process), but reduces the period in which
those corrections may be made from three years
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FY2012

FY2013 Change

adjustments, 915s can be requested for the
prior three fiscal years (i.e., FY2011,
FY2010, and FY2009)

to one year

Minimum instructional hour requirements

Modifies the definition of part-time (fractional)

are in effect for FY2012. students for common (elementaty) schools to
9. include the 180-day school year.

The FY2011 definition of a part-time high | Includes specified ADM amounts in defining

school student as contained in A.R.S §15- part-time (fractional) high school students as

901 remains in effect. generating the following ADM for students
enrolled in:

e A 3-subject instructional program, meeting at
least 580 hours for 180 days or the equivalent -
0.75 ADM

e A 2-subject instructional program, meeting at
least 360 hours for 180 days or the equivalent
- 0.50 ADM

e A 1-subject instructional program, meeting at

10. least 180 hours for 180 days or the equivalent

- 0.25 ADM

The FY2011 definition of a full-time high Redefines a full-time high school student as

school students as contained in A.R.S {15- | enrolled in a 4-subject (or more) instructional

901 remains in effect. program meeting a minimum of 720 hours for
180 days or the equivalent and generates 1.0

11. ADM.

The FY2011 definition of full-time Removes the definition for full-time instructional

instructional programs as contained in programs from A.R.S §15-901. (Minimum hours

A.R.S §15-901 remains in effect. now contained in the definition of “full time

12. student”)

No change Prohibits ADE from aggregating current year
student data past April 15. Directs ADE to make
final ADM data available to Districts and Charters

13. by April 22.
AOI ADM: ADM is calculated based on AOI ADM: ADM continues to be calculated
14, | instructional hours accumulated divided by | based on 15-808(F). Though ADA will no longer

requirements applicable to grade level (15-

be calculated by the state, daily logs must be kept
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FY2012

FY2013 Change

808(F)). For K-8, this number is as listed in
15-901. For 9-12, this number is 900. ADA
continues to be calculated.

to verify attendance hours for determining ADM
pursuant to 15-808(F).

15.

AOI FTE: Part-time vs. full-time status for
funding purposes is calculated based on
subjects enrolled, as indicated in 15-808(I).

AOI FTE: Full-time and part-time status for
funding purposes continues to be calculated
based on subjects enrolled, as indicated in 15-

808(F).
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