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INTRODUCTION

The Amici seek to assist the Court in reviewing the trial court’s interpretation of the

funding resources made available to South Carolina school districts by the State to support and
maintain the system of public schools. The trial court's finding that State funding of the Plaintiff
Districts was "generally sufficient" to support a "minimally adequate education” is contradictory
to the experience and knowledge of Amici, which regularly address continuing and recurring
problems associated with the under-funding of local school districts by the State of South
Carolina.

IDENTITY OF AMICI CURIAE

The South Carolina Association of School Administrators (SCASA) is a non-profit
organization with a membership of diverse sc;ilool leaders in South Carolina. Its mission is to
advocate for public education for the citizens of South Carolina by working to influence
education legislation and policy, to stimulate and foster support for public schools, to ensure a
cadre of effective school leaders, and to provide programs and services supporting its members.
Its membership consists of school district superintendents, principals of schools, directors of
career and technology centers, directors of adult education programs, school personnel
administrators and allied school administrators employed in diverse school districts across the
State of South Carolina. Its members have direct knowledge of the laws and regulations
impacting the public school system and their implementation, as well as the funding provided by
the State to support and maintain its public schgo?ié.

The South Carolina School Boards Association (SCSBA) is a non-profit organization that
serves as a source of information and as a statewide voice for boards governing the 85 public
school districts in South Carolina. Its mission is to advocate for public education for the citizens

of South Carolina and to ensure excellence in school board performance through training and



service. SCSBA assists local school boards in legislative advocacy, working to change or
encourage passage of laws to strengthen publi’c schools and providing numerous avenues of
communications by and among local school boards and state leaders (including members of the
General Assembly, South Carolina's congressional representatives) and key state agencies
(including the State Board of Education and the Education Oversight Committee). SCSBA is a
member of the National School Boards Association (NSBA), which has also filed an amicus
brief in support of Appellants-Respondents (hereinafter Plaintiffs).
ARGUMENT

In Abbeville County School District v. State, 335 S.C. 58, 68, 515 S.E.2d 535, 540

(1999), this Court held, "We hold today that the South Carolina Constitution's education clause
requires the General Assembly to provide the opportunity for each child to receive a minimally
adequate education." This Court further defined the constitutional standard:
We define this minimally adequate education required by our Constitution to
include providing students adequate and safe facilities in which they have the

opportunity to acquire:

1) the ability to read, write, and speak the English language, and knowledge of
mathematics and physical science;

2) a fundamental knowledge of economic, social, and political systems, and of
history and governmental processes; and

3) academic and vocational skills.

Id. Current funding for South Carolina education, however, does not allow the Plaintiff Districts
to meet this mandate. The current funding measures are too fragmented, obsolete, and inadequate
to enable the State to meet the constitutional obligation of providing an opportunity for each
student to acquire a minimally adequate edtl,‘c"c:ltion. Therefore, the State should reform the

funding system to meet its constitutional obligation.



1. Current funding for maintaining and supporting the system of public schools is too
fragmented, obsolete, and inadequate to support an opportunity for each child in
South Carolina to receive a minimally adequate education.

The constitutional obligation to support and maintain the public school system in South
Carolina is placed on the State of South Carolina, acting through the General Assembly. S.C.

Const. art. XI, § 3; Abbeville Co. Sch. Dist. v. State, 335 S.C. 58, 69, 515 S.E.2d 535, 541

(1999). The State has chosen to share the burd_e’kn‘of funding the public school system with local
communities; like Plaintiffs, Amici do not contend that this practice violates the constitution.
However, the State has not ensured that adequate funding, from whatever source, is available to
the local school districts to enable them to deliver the constitutionally required opportunity. The
State has, therefore, not met its constitutional obligation.

Amici urge this Court to reverse the trial court's decision that, except for early childhood
intervention programs, the public education system in South Carolina is adequately funded.
Amici further urge the Court to require the Defendants to reform and fund the public education
system in such a way as to ensure that the opportunity for a minimally adequate education is
available to each child according to his needs and the needs of the public school he attends.

A. The current funding system is?fl;agmented, inflexible, and restricted.

Continuity and flexibility in funding that are essential for schools and school districts to
design, implement, and continue successful strategies and programs are not available in the many
South Carolina school districts that are heavily dependent on State support of their mission.
South Carolina schools do not have the ;:ontinuity and flexibility needed to meet the
constitutional standard.

Funding for South Carolina's public schools from the State is derived from two primary

sources and other miscellaneous sources: (1) State general funds are distributed to school
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districts according to the formula established by the Education Finance Act of 1977 ("EFA"); (2)
funds raised by the one-cent state sales tax established in the Education Improvement Act of
1984 ("EIA™) are distributed to schools and school districts to be used for specific programs; and
(3) other state funding is distributed on an ad hoc basis, depending on what programs the General
Assembly decides to fund and at what levels. The result is a byzantine system of funding that
lacks coherence, consistency, and reliability.

Funding that is allocated each year by the General Assembly through individual statutes,
budgets, and budget provisos is not coordinated with the State’s primary funding statutes (the
EFA and EIA), with the result that funding for our state's school system is fragmented and
irrational. The mandates placed by the State on schools and school districts to provide specific
courses, services, or personnel positions plaéy:‘é'lgcrlditional funding pressures on districts, often
without necessary funding to support these mandates. In addition, much of the funding available
to school districts comes from categorical or grant money, the uses of which are restricted to
specific purposes for limited periods of time, which deprives students of learning opportunities.
Further, reliance upon funding, whether through grants or budget provisos, that can and does
change from year to year prevents school districts from designing and implementing education
programs sufficient to meet their students’ needs, further depriving their students of educational
opportunities in violation of the State Constitution.

Greater continuity and flexibility in funding would better position schools and school
districts to apply resources where their more‘-h{%rgent needs exist. Consider the budgeting
decisions that must be made by school dis;tric'tg ;lr'ld school boards on an annual basis. District
personnel are restricted in their abilities to assess and allocate the costs of providing educational

opportunities designed to meet their students' needs but, instead, must follow state and federal



regulations in distributing funds: They must meet the categorical or grant constraints in
determining how money can be spent and, thereafter, decide what services can be provided.
Therefore, they build their budgets and educational programs each year based on what they are
allowed to do with their money, rather than on what they need to do for their students.

One example of how inflexibility in fundmg negatively impacts the learning environment
is in the area of funding to reduce class sizes in grades one through three. For every class that
has a student to teacher ratio of 15:1, extra State money is available to the school. See S.C. Code

-Ann. -§ 59-63-65 (2004). While class size reduction is an accepted and recognized method of
improving instruction and learning, the State makes no accommodation for students in schools
where the division of classes results in some, but not all, class sizes being fifteen or fewer.
Districts and schools quite frequently are able to offer small classes of fifteen or fewer to only
some of their students because their enrollments yield a few more than fifteen in each class.
Thus, for example, a school may have sixty-eight students in grade three. Theoretically it could
assign sixty of those students to four classes of ‘ﬁfteen students, thus entitling the school to the
extra State funding for those classes. HoweverK,‘it would still have eight students to assign to
third grade classes. If it chose to assign one or two additional third-graders to each of the four
classes of fifteen, all of the classes would nevertheless remain relatively small, and indeed would
be optimally sized according to some experts, but the school would not qualify for any of the
class size reduction funding for its third grade cl‘asses. In this situation, the school leaders must
decide whether to forego the extra funding and have optimal learning environments for all of
their third-graders, or accept the extra funding for fewer classrooms with a 15:1 student to
teacher ratio and consign some of their third-graders to larger classes that are less conducive to

learning.



These kinds of state and federal restrictions on how education funds must be spent,
combined with unreliable and fragmented funding, prevent school districts, including the
Plaintiff School Districts, from implementing educational programs sufficient to meet their
children's needs. The opportunities for even a minimally adequate education are absent in many
schools across South Carolina for these and other reasons, which Amici ask this Court to
remedy.

B. The current funding system is obsolete and inadequate.

Education- is not -a commodity that is purchased with a one-time outlay of money.
Education is a process that must be adjusted‘ to compensate for changing conditions and
circumstances impacting our schools’ ability éo deliver appropriate instruction and educational
opportunities to their students. To be effective and adequate, instruction and learning must build
over time, enabling students to add cumulatively to their knowledge and skills until they
ultimately have acquired sufficient knowledge and skills to graduate from our high schools. The
State, however, currently relies on a complicated, inadequate, and outdated funding system that
does not provide for an effective delivery of educational opportunities to accomplish this goal.

The EFA and the EIA were both forward-looking funding strategies at the time they were
enacted, but they are now obsolete and inadequate. The EFA was designed in 1974, almost 35
years ago, and the EIA in 1984, almost 25 years, ago. Since then, dramatic changes have taken
place in the knowledge surrounding how Q.pfi;iidren learn, the strategies and technologies
developed to support learning, and the families and social environments in which children live.
In addition, the numbers of non-English speaking families and children in our State have risen to
a degree that few foresaw. Yet basic funding for public education remains essentially the same,

making little or no accommodation for these various altered circumstances.



The funding formula set out in the EFA provides the basic state funding for the
maintenance and support of South Carolina's public school system. The EFA formula was
intended to assure that each school and each schqol district had certain required basic elements in
place, referred to as the Defined Program: ‘S(')‘urses; numbers of days, hours, and minutes of
instruction; personnel positions; media centers; teacher workloads; and facilities. See S.C. Code
Ann. §§ 59-20-30 and -40 (2004); S.C. Regs. 43-231, 43-232, 43-234, 43-300 (2002). The Base
Student Cost ("BSC")—which is shared by the State and the local school districts on a sliding
scale determined by the fiscal capacity of the individual districts—is the cost of the Defined
Program as it was estimated in the mid-1970s when the EFA was designed, increased by an
annual rate of inflation. The General Assembly meets the annual inflation rate required under
the EFA in some years; in most, however, it does not.

The EFA's Base Student Cost is not sufficient to support the minimally adequate
education we must deliver to our students under current conditions, and the funding deficiencies
are not covered by other funding. Although thé EFA was designed and intended to serve as the
foundational funding for all school districts, it does not include such necessary educational
supports as facilities, transportation, or technology. It also does not include fringe benefits for
teachers or other school district employees, a rapidly rising cost for districts that was borne by
the State when the EFA was enacted but is no longer. The EIA funds specific programs and
provides partial support of fringe benefits and mandatory minimum teacher salaries, but does not
pay all fringe benefits, nor does it cover other funding gaps experienced by districts.

Other initiatives and programs enacted by the State each year are occasionally
accompanied by additional funding, but most often they are not. Therefore, to pay for new

initiatives, school districts are forced to search’ for additional funding to meet them while



continuing to fund essential services. Without funding to suppbrt them, legislative initiatives, no

matter how well intended, are insufficient. The lack of funding for these initiatives are yet

another hurdle Plaintiff Districts must climb in their efforts to deliver educational opportunities

to their students and demonstrate a lack of State support for its public schools.

Examples of inadequate funding of legislative initiatives abound. The following are by

no means an exhaustive list, but they are illustrative of the funding dilemmas forced upon school

districts and school boards by the State:

The EIA requires all schools to provide gifted education services for children who
"demonstrate[e] high performance ability or potential in academic and/or artistic
areas and therefore require an educational program beyond that normally provided
by the general school program in order to achieve their potential." S.C. Reg. 43-
220 (2002). State funding for these mandatory services is determined by applying
a weight of .30 to the base student cost, then distributing those funds to districts
based on the proportion of gifted and talented students served in each district
compared to the numbers of gifted and talented students statewide. See S.C. Code
Ann. § 59-29-170 (2004). For districts with forty or fewer gifted and talented
students, the State simply provides $15,000, id., an amount clearly not connected
to cost or need, particularly since the gifted and talented students are generally
spread across several grades and schools. The minimum $15,000 is not sufficient
to pay the salary of even one teacher.

High schools are required to offer Advanced Placement courses "developed by the
College Board with prescribed curricula and tests" and taught by teachers who
have undergone a special training program. See S.C. Code Ann. § 59-29-190
(2004); S.C. Reg. 43-258.1 (2002). Allocation of funding from the State is on a
per-pupil basis and does not pay for the costs incurred by districts in offering
these courses. Funding is insufficient to pay for the costs of even online Advanced
Placement courses, which is the orily access some students have to these courses.

The South Carolina Education and Economic Development Act, which alters and
increases curriculum and guidance requirements in high schools, does not provide
adequate funding to the school districts to meet these mandated changes. S.C.
Code Ann. §§ 59-59-10, et seq. (Supp. 2006).

State funding available to districts to pay for instructional services for the
increasing numbers of students who do not speak English or have limited English
language skills is wholly insufficient to pay for materials and teachers, many of
whom must travel between schools to serve these students.



e Parenting and family literacy services, which are invaluable in assisting families
in giving their children literacy skills and behavioral training in preparation for
their formal education, are funded by the State at only a fraction of what they
cost. e

The State and its policymakers also .chlaim credit for improving teaching and learning
conditions in situations in which the actual conditions are not as claimed, further demonstrating a
lack of State support of appropriate educational opportunities. The lack of funding flexibility
and sufficiency to provide small class sizes in every classroom, as discussed in the preceding
section of this brief, is one example. The State also congratulates itself on raising the "average
teacher ;alary'; ;0 -$3OO above the southeastern average, an illusory accomplishment because a
large part of these salary increases come not from the State but from the local school districts
that are forced to adhere to the state-mandated minimum teacher salary schedule. See S.C. Code
Ann. § 59-20-50(4) (2004). The State also includes the large bonuses paid to teacher specialists
and National Board certified teachers in cq}qﬁlating the "average teacher salary” in South
Carolina, thus artificially inflating the s‘tated’amount of the salary earned by the "average
teacher." Id. In fact, because of a lack of meaningful State support enabling school districts to
raise teacher compensation, school districts across the state perennially struggle to hire and retain
teachers capable of meeting the learning challehges our diverse student population brings to our
classrooms.

Moreover, and most importantly for the purposes of this case and our Constitution, the
EFA was intended to pay for the particular elements the State determined over thirty years ago
that each school and school district should have as a minimum. The EFA was not intended to
pay for any particular quality of education. I%Yen after this Court's 1999 Abbeville decision

mandated specified minimal education oppoffunities, the State made no effort to revise the EFA

to meet that mandate.



Amici also believe that the Education Accountability Act ("EAA") and the curriculum
standards enacted pursuant to it delineate what the State expects of its schools and its students,
and therefore what it deems to be an adequate education. These standards are not mere "goals,"
but requirements. If students do not master the curriculum standards, they cannot successfully
complete public school. Students who score "Basic" on the Palmetto Achievement Challenge
Tests (PACT) have demonstrated a minimal understanding of these standards. Thus, a score of
at least Basic on PACT would suggest that a chiid is acquiring a minimally adequate education.'
Nevertheless, the State has made no effort tzgitalign its funding of public education with the
demands of the EAA curriculum standards. State funding remains disconnected from the
meaning of an adequate education.

Amici urge the Court to require the State, through the General Assembly, to reform the
system of public schools to provide the human and material resources for student performance to
meet the specifications of the EAA curriculum standards, thereby ensuring that not only the
students, parents, schools and school districts are held accountable under the EAA accountability
legislation, but that the State is also held accountable for its part in the equation. Until the State
itself is held accountable for providing the necessary supports for each student to score at least
Basic on the PACT tests, we cannot hope to mgéé%ur own constitutional standard.

II. The State should reform the funding for its system of public schools to ensure that

adequate funding is available and targeted to_the actual needs of our students,
schools, and school districts.

Ominously for South Carolina's children, funding provided by the State for their
education is not determined by a calculation of what it costs to deliver an adequate education to

each of them; instead, funding is based on what the State and its policymakers decide is available

! Amic1 note that, as the Plamntiffs demonstrated at the trial of this case, mimimal achievement, or a score of Basic on
PACT, in one year frequently is followed by failure on PACT tests in ensuing years as the level of knowledge and
skills required of our children rises.

10



to spend each year on education. Although public education is a constitutional mandate, its
funding competes with a variety of other govsfgmental initiatives and programs. As a result, it
frequently loses the battles for priorities in funding not only to programs that are not
constitutional mandates but also to measures designed to reduce taxes and revenues available to
the State to discharge its constitutional obligations to its people.

Amici do not advocate additional fundiﬁg for funding’s sake, unrelated to reason and a
careful determination of needs and costs. To the contrary, Amici believe that the State has been
-remiss in not -assessing the cost of providing each child in South Carolina with the opportunity
for a minimally adequate education and then implementing a funding plan to ensure the
opportunity exists in each school and classroom. Shortly after taking office in January 2007,
State Superintendent of Education Jim Rex convened a group of experts to study this matter and
issue a report and recommendations for reforirhng the education funding system. The Task
Force included experts on learning and school finance, as well as business and policy leaders
from across the state, and its report represents a comprehensive review of funding problems and
possible remedies to many of the problems raised in this case. See Report of the Task Force on
Funding for World Class Learning, Attached as Exhibit A. The Report's recommendations are
not the only possible solutions, and the General Assembly and Governor are certainly entitled to
accept or reject any of its recommendations. Amici respectfully submit the report, however, as
an example of the kind of work that must be done if our system of public schools is ever to fulfill
its purpose of providing at least the opportunity for an education to each child in South Carolina.

Educational challenges that poor child;én bring to classrooms undisputedly require
greater resources. As the trial court ruled, g;sed on the evidence at trial, children living in

poverty can learn at the levels the State expects of them, but it requires highly skilled teachers

11



and more time. We currently have more knowledge about how to achieve learning in high-
poverty homes and schools than ever before. However, the State has yet to incorporate that
knowledge into its funding for public education.

The most important element in education is the quality of instruction. High-quality
instruction depends on the existence of highly skilled teachers with the training, knowledge, and

experience necessary to assess students' abilities and needs, create instructional programs

i

designed to meet the children's own level of understanding, and deliver instruction that will
enable them to build continuously and enthusiastically on what they know. Statutes and
regulations applicable in South Carolina to the teaching profession do not ensure that such
human talent and skills are available in the classrooms where they are needed. Students with the
most daunting learning challenges—those living in poverty, with special needs, or with limited
English language skills—need the best teachers. Highly skilled and talented teachers can
command the highest salaries, and the districts with the most challenging students must have
access to funding that allows them to be competitive in hiring those teachers. In many cases, as
with the Plaintiff Districts, such funding is not available because of limited local fiscal abilities
and other funding requirements and limitatiox‘lté,‘;;y: The State should reform its funding to allow
districts the funding adequacy and flexibility to hire the teaching force needed to educate their
students and equip them to graduate from high school with the knowledge and skills necessary to
be productive adults and citizens.

Improved working conditions and facilities are also essential to attracting and retaining
teaching talent. The State provides no recurring funding of any sort to enable school districts to
maintain or build facilities conducive to current learning strategies and, further, has no plan or

procedures targeted to assist those districts that are unable to build or maintain school facilities

D12



on their own. Facility needs also challer‘lgé&f‘school districts with greater local resources but
rapidly-growing student populations requiring ever more classrooms and ancillary facilities.
This is a glaring omission in the State's support of the public school system, but can be remedied
with proper attention and thought.

Other reforms essential to ensuring constitutionally adequate educational opportunities
for poor children are high-quality, long-term summer school and after-school programs. The
State makes little effort to ensure adequate funding for these kinds of programs; the funding for
these programs is primarily from grants that districts seek out on their own. Consequently, these
programs are unevenly available across the State and funding for them may not be available from
year to year. |

Although the State argues that the needs of children raised in poverty, including those in
the Plaintiff School Districts, were met by Act 388 of 2006, Amici disagree. The .20 weight is
quite obviously a very negligible amount because it is applied not to the entire local property tax
reimbursement from the new state sales tax, but only to any future increases in reimbursement
caused by inflation and population growth. See Act 388 of 2006, Part II, Section 1 (A)2).2
Moreover, it adds nothing to the total reimbursement to the districts from the State. The amounts
to be distributed because of the .20 weight for poverty will be deducted from the total statewide
reimbursement increases to be distributed to districts, with the result that some districts will
actually receive less than they would otherwise be entitled as a result of the Act. More
importantly, the amounts distributed are not fr\élated in any real sense to the actual costs of

meeting the needs of poor students.

2 Application of the poverty "factor" in Act 388 is estimated to produce only approximately $1.32 additional per
poor student in Orangeburg Consolidated School District No. 3. In Orangeburg 3, 77% of its students qualify for
Medicaid or the free or reduced lunch program, increasing its total weighted pupils by 15.3%, through the
apphication of the .20 poverty "factor" equation i Act 388. These additional weighted pupils add only $4117 to the
estimated 2008-09 Act 388 reimbursement for Orangeburg 3 over what it would be without the poverty factor.

13



The State must also eliminate the inconsistencies that have arisen because of the
fragmentation and lack of cohesion among the funding statutes. For example, the EIA
maintenance of local effort requirement prohibits school districts from reducing the local funding
support they provide from the levels of the previous year. S.C. Code Ann. § 59-21-1030 (2004).
However, Act 388 of 2006 restricts the increase in local revenues to inflation (measured by the
Consumer Price Index®) and population growth. Act 388 of 2006, Part II, Section 2. In many
school districts, the minimum they must raise in local revenues to comply with the EIA
maintenance of local effort provision is higher than the amount they are permitted to raise under
Act 388.

The millage caps imposed by,Act 388 and Act 402 of 2006 also prevent school districts
from keeping pace with fast-growing student populations, needs, and State mandates. Districts
across the State are already reporting difficulties in building budgets for the next school year; the
limited amounts of local revenues they are now permitted by State law to raise will very likely
require them to spend reserves, eliminate persoffriel including teachers, increase class sizes, and
cut programs. -

Act 388 is clearly not a solution to the funding crisis in public education, nor was it
intended to be such. Amici do not attempt to catalog here all the funding issues created by Act

388, but urge this Court to recognize that the Act is not the answer to the funding problems

plaguing our system of public schools.

3 The Consumer Price Index (CPI) is not particularly suited to school districts or any other
governmental or business function because it is based on prices of consumer goods. The Gross
Domestic Product (GDP) Deflator measure combines the inflationary experience of federal,
state, and local governments, businesses, and consumers, and is a better measure of the costs
facing state and local governments, including school districts.

14



I11. Conclusion: The State Has Failed In Its Constitution Duty.

Amici SCASA and SCSBA urge this Court to recognize the realities facing local school
districts. They are charged with delivering a 21st-century education to children, many of whom
have barriers to learning created by poverty, isolation, special needs, or other special
circumstances, yet the State supports that charge with a funding system that is fragmented,
outdated, and unreliable. Our state cannot continue to enact piecemeal legislation, increasing or
decreasing funding here and there, with no comprehensive and cohesive funding plan in place
that will ensure that all of its children can receive the education promised by our Constitution.
Amici respectfully submit that the State should b}e required to fulfill its constitutional mandate to
provide the opportunity for each child to receévé: a‘ minimally adequate education by reforming
the system of funding that, as currently structured, does not ensure that school districts have
adequate funding to discharge the duties delegated to them by the State.

All South Carolina students are our responsibility, no matter where they attend school,
and our State will rise or fall on our united efforts to educate them adequately so that they may
discharge their own responsibilities as adult citizens in our communities. Aside from the
constitutional implications of this case, the current funding system raises real economic and
quality of life issues. If the children in our public school system fail because we did not provide
them what they needed to learn, we all fail. If they succeed, we will all benefit. Our
Constitution requires more of the State with respgct to its support and maintenance of our system

of public schools.
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From the

Task Force on Funding for World Class Learning

One day, South Carolina can be the state all of us want her to be.

The South Carolina we envision 1s no longer the “go to™ state for cheap labor and
low-payving jobs, where some enjoy a desirable quality of life but many more do not. We
see our state. instead, as the ~go to” place for corporate offices, for growing companies and
businesses that provide good jobs and a higher per-capita income, for well-educated
~ emplovees who earn a good living and have a better quality of life.

We envision a state no longer known for poverty but for breaking the cycle of
poterty, for upward mebilin—a state known for our commitment to meeting our moral
obligations and constitutional responsibilities, regardless of the challenges.

We see a progressive state whose people floursh.

A number of groups and individuals across South Carolina share our vision and are
committed to creating what many describe as a “"New Carolina.” The South Carolina
Competitiveness Council. the Palmetto Institute, Higher Education Research Agenda, State
Superintendent of Education Jim Rex, and other visionary leaders are embracing the hard
work and the promise of creaung this new state.

\

To establish South Carolina as a leading player in the twenty-first century
economy. we must address many needs: infrastructure, health care, and, above all €lse,
education.

'

It is a daunting challenge. But 1t is one we will meet if we fix our vision on a
posttive future, plan and nvest in our progress in an intentional and collaborative way, and
implement our plan systematicaily and pragmatically.

In South Carolina, we have set high goals for ourselves educationally, and we have
made substantial progress over the past two decades in improving student achievement.

What we have not done, comprehensively and with a long-term focus, i1s to
determine what 1t will take to move beyond the incremental progress of recent years
toward the level of transformational change necessary for a New Carolina.

In August 2007, Superintendent of Education Jim Rex created the Task Force on
Funding for World Class Learming and charged us with looking comprehensively at
education funding in South Carolina and recoinmending changes that will create the
dramatic improvements our state needs.



Our task force was deliberateiy designed to bring all points of view together. Our
membership is compnsed of learning experts, school finance experts, business leaders, and
policy leaders from every comer of South Carolina—from large and small communities,
urban and rural areas, communities with the wealth to support a quality education and
those without it. ‘

We represent a variety of perspectives. But we have been guided in our work by
this principle that each one of us deeply believes: all children in South Carolina should
have access to a quality educational program that is adequately and equitably funded, no
matter where those children live, where they go to school, or what their needs are.

This report 15 the product of our work In each section, we have identified our
‘goals, the rationale for the changes we are seeking, and our recommendations. We have
also suggested a timeline for phased. pragmatic implementation of each component of the
educational system we believe 1s necessary to create the South Carolina we want to see

We recogmze that creating 1 world-class educational system will take work. strong
wiil. and ume. We also know that 1t will require a unified vision. Our concern 1n this
report 1s not to present a single final answer but to establish a framework for statew:de
discussion—to set the pieces on the table and begin productive dialogue about how best to
achieve our shared objectives.

The members of the Task Force on Funding for World Class Learning appreciate
the opportunity to help lead our state toward a prosperous future. We have embraced the
responsibilities of leadership: to set our sights on the tuture we want, to help pian forit. to
communicate it. and to persuade our state that this 1s what we need.

We are grateful for South Carolina’s commitment to public education. We are
proud to present these recommendations as the first step n a much-needed statewide
discussion about adequate and 2quitable funding for our schools.

Dr. Karen Woodward
Chair
Task Force on Fundirg for World Class Learning



Report of the
Task Force on Funding for World Class Learning

The Case for Change

The Task Force on Funding for World Class Learning fully agrees with the description of
South Carolina’s education funding system given by Dr. Rex’s Transition Leadership
Team. which summarized school funding as “fragmented, unfair, uneven, and inadequate.”

The foundation upon which schools currently operate in South Carolina was established
more than fortv vears ago. with the goal of ensuring a “minimally adequate” education.
Resources have been added to educauon over the years through a patchwork of reforms
that have modermized some areas and fueled the incremental progress of the past two
decades

But the world 1s changing rapidly around us. and incremental improvement in education 1s
not enough  South Carolina will not meet the modern educational expectaiicns we have set
for ourselves. nor will our state become a leading player in the modern economv. unless
we find the will to provide a modemn education

We believe that creating an educational funding system with the capacity to fuel the future
South Carolinians want requiies several things.

First and foremost. it requires a comprehensive re-thinking of what schools and studeats
need to achieve not at the basic, miwmal levels we have been content with 1n the past but
at the world-class levels required for a prosperous tomorrow. South Carolina can no
longer afford the outdated concept of minimal adequacy; we must set our sights on
contemporary standards of excellence.

As a significant part of that effort, we also must finally confront the enormous challenges
of poverty 1n our state, and win. In Scuth Carolina, more than 50 percent of our students
lack the family resources even to pay full price for school lunch. Half of our schools have
an enrollrment with more than 70 percent of students in poverty And in one of every five
schools, 90 percent or more of students live in poverty.

We can break the cycle of poverty in our state if we work aggressively to mitigate its
effects on educational achievement. But we must accept that the greater educational
. challenges of our poorest children require greater resources.

Creating a funding system that can support world class learning also means ensuring that
the funding available for schools 1s used efficiently and effectively, and that schools have
the flexibility to direct education resources toward the student and commumnty needs that
are specific to their communties. A modern education funding system recognizes that

student needs may be very different in one community than another, and that flexibility in



funding, with accountability to the state for results, is needed for schools to resolve their
own individual challenges.

Finally, funding to support world class learning requires us to recognize that adequate
facilities are not a luxury but a necessity for learning. We cannot attract high-quality
teachers to schools with a substandard working environment. We cannot help students
achieve well in environments that aren’t even safe or clean, much less supportive of
contemporary learning. We cannot provide a modem education without modern libraries,
up-to-date technology. and well-equipped science labs

Goals

In meeung 1its charge to develop an education funding model to support world class
learming, the task force was guided by four goals addressing student learning objectives,
school resources. and changes in educational system requirements to support school
improvement

Our primary objective was {0 provide adequate support for all students to meet learning
goals at critical points in the K-12 progression—io ensure that they are reading well by
third grade. well prepared for the rigor of high school by eighth grade. and preparad for
postsecondary work by twelfth grade.

+ To provide K-12 public school students with a standards-driven,
contemporary educational program that is equitably and adequately funded
regardiess of where those students live, where they go to school. or what
therr needs are and that leads to achievement of the following leamming
crtena. students who are reading by the end of third grade, are prepared for
high school work at the end of eighth grade. and are prepared ior
postsecondary work by the end of tweltth grade.

+ To provide schools with a contemporary educational program that is
necessary for graduates’ success in the twenty-first century economy
including provisions for choice, innovation, and excelience.

» To provide for efficiency and flexibility in use of state dollars and
simplicity in management of and accountability for those dollars.

+ To provide a government structure that represents a genuine partnership
between the state and local school districts.

To achieve these goals, the task force proposes recommendations in four broad policy
areas:

A. creaung a standards-dnven, contemporary educational program capable of
promoting world-class learning;



B increasing efficiency and simplicity in education funding;

C. replacing state-level mandates with flexibility, accountability, and
intervention; and

D. establishing a facilities funding model that is fair, equitable, and reliable
and that provides the necessary funding for world-class education in all
districts and for ali children.

In addition, the task force 1ssued several recommendations that we believe should be
implemented immediately to miugate the unintended effects of Act 388 on district ability
to provide a quality education.

Modermizing education and accelerating progress as recommended through these strategies
will require a significant investment. The task force therefore proposes re-directing more
than S3 4 billion from current education funding to support the 1mitiatives we recommend.
We also suggest for each initiattve a mulu-year phase-in that would enable South Carolina
to work toward this new vision in a systematic and pragmatic way

A. A Standards-Driven, Contemporary Educational Program \

The task force 1dentified five reforms crucial in creating a standards-driven, contemporary
educational program

1) a modern defined program for elementary, middle, and high schools—
described in this report as the “adequacy program”—that provides the
resources and staff to meet the needs of every student, with additicnal
funding to meet the greater challenges of students and schools 1n
poverty and other special circumstances (Appendix A);

2) effective early intervention via quality four-year-old programs for
students in poverty;

3) concentrated state support for school innovation and pubhc school
choice;

4) effective incentives to bring good teachers and principals to low-income
and rural schools; and

5) more learning time for students.

The task force recommends phasing in these initiatives over ime beginning in 2008-09
(Appendix B). Funding priority is given to four-year-old programs and the proposed
poverty weighting for the first four years, followed by phase-in of the remaining portion of
the adequacy program.

Adequacy Program

. &-' . - .
The staff and resources currently available in South Carolina’s schools are determined by
the state's Defined Program, a histing of the resources schools need to provide a minimally



adequate education. The defined program that currently provides the foundation for school
funding 1n South Carolina was developed four decades ago as a basis for the Education
Finance Act (EFA). '

Legislation has added to the Defined Program some of the elements needed for a
contemporary education, including physical educanon, heaith, and guidance rescurces.
Until now, however. South Carolina has not conducted a comprehensive review of the
defined program to determine the resources needed in contemporary schools. Nor have we
accounted 1n our existing program for the challenges of educating the poorest children in
the poorest schools.

The task force believes that a new educational program 1s needed to provide the human and
matenal resources for student performance to grow at a satisfactory level as specified by
state accountability standards  The adequacy program we propose is based on national
research regarding the resources schools need to achieve high standards. on the
professional judgment of expertenced and successful educators, and on current state policy
as established 1n law. regulation. and funding

The new adequacy program would place substantially more resources 1n the classroom to
support teaching and learning The program includes sigmificant improvements in the
student-teacher ratio. more support for technology and equipment, more teachers,
instrucuional assistants. and instructional supplies: and support for teacher coaches in core
subjects, all strategies that have proven successful in raising student achievement.

In addition to defining modem and more adequate resources for scheols, the program we
are proposing acknowledges thai 1t costs more to educate students who have spectal
learning or curnicular needs. who do not speak English. or who live 1n poverty. and that
challenges are escalated in areas of concentrated poverty A second component of the
adequacy program applies to the program cost a revised student weighting system to
ensure sufficient resources for individual students and distnicts 1n special circumstances.

Our task force recognizes that some will feel that the proposed adequacy program includes
too much, and others will feel 1t includes too little. We believe the program we are
proposing is necessary and sufficient to meet the leaming goals we have set: ensuring that
students are reading on grade level by grade three, that they are prepared for high school
work by the end of eighth grade, and that they are well prepared for postsecondary work by
the end of high school. We propose this program as a starting point for a statewide
discussion of what schools and students need, understanding that these components should
be evaluated over time based on effectiveness, new research, and changing circumstances.

We also recognize that schools and districts need flexibility to use education funds in ways
that meet the specific needs of their communities. Accordingly, we recommend  that
distnicts have reasonable flexibility to use adequacy program funds as they judge best
while being accountable to the state for results.



1. The General Assembly should adopt the proposed adequacy program for
elementary, middle, and high schools (see Appendix A).

[N

The General Assembly should add a poverty weight of .25 for students eligible for
free- and reduced-price lunch and an additional weight, on a graduated scale up to a
maximum of .373, for districts with a poverty concentration of 50 percent or more.

The General Assembly should add a weight of .60 for students with limited English
proficiency for a period of three years per student from the time of enrollment.

LI

4. Special weights for elementary, middle, and high school should be eliminated, all
other weights should be maintained, and students who quahfy for more than one
weight category should recerve multiple weights.

The poverty weightings should be implemented over a three-year period beginning
1in 2009-10 (see Appendix BY

h

5. Implemnentation of the remaining portion of the adequacy program should begin ne
later than 2012 and be completed as soon as feasible.

7 Districts should hav e reasonable flexibility to use adequacy program funds and be
held accountable for results In the event that schools or districts fail to meet the
necessary goals of the funding program, the South Carolina Department of
Education (SCDE) should have authority to intervene

Four-Year-Old Programs

In 2003. Judge Thomas Cooper ruled in South Carolina’s equity lawsuit that children i the
state’s poorest districts are denied the opportunity for a minimally adequate education
“because of the lack of effective and adequately funded early childhood intervention
programs.”

South Carolina has made progress in providing pre-kindergarten programs for four-year-
olds at risk of school farlure. but funding levels are sufficient to serve only the highest-risk
children in half-day programs. Thousands of children remain on waiting lists, and districts
are left to their own resources in attempting to reach these children.

(@)

The General Assembly should enact legislation during the 2008 session to fund
full-day four-year-old pre-kindergarten programs for all students eligible for free-
and reduced-price lunch in South Carolina.

9. Expansion of four-year-old prograrr\ls should be phased in over two years,
beginning in 2008-09 (see Appendix B).



Innovation and Choice

The task force believes that schools’ ability to offer innovative twenty-first century
programs, based on individual commumnty needs and preferences, is essential to promote
dramatic improvement in student learning. Districts need funding to provide innovations
including but not limited to choice programs, initiatives to improve graduation rates,
community learning centers, and curriculum innovations (expanding course offerings,
developing effective teaching strategies, reforming high schools, or expanding arts
programs, among many others).

Prionty in funding for innovation and choice should be given to districts or schools with a

concrete and comprehensive plan to enhance curriculum, professional development,

leadership, and teaching and learming. and to expand curriculum and learning choices for
students -~ - - )

10 Vandus accounts under the General Fund. the Education Improvement Act (EIA).
and other funding sources should be consolidated to create an innovation and
chotce grant program. with funding provided for taree to five years. depending on
the depth and breadth of school and district plans

11 Appropriations should annually increase the mnovation and choice fund.

Incentives to Attract Teachers and Principals to Rural Schools

South Carolina’s schools cannot make the progress needed to achieve our educational
vision without quality teachers and adumunistrators, who are particularly difficult to arttract
and retain in many of our state’s low-income and rural areas. The task force recommends
that South Carolina consider a vanety of incentives, including salary supplements and
housing ncentives, to attract and retam qualified teachers and administraters 1n
communities where it 1s difficult to employ and keep staff.

The task force studied a variety of housing nitiatives considered or implemented in other
states to attract and retain teachers. Options might include

. providing housing developments for teachers in critical-needs areas
managed by non-profit organizations, with land leased to buyers rather than
sold and districts receiving a percentage of profits whenever houses are
sold;

+ providing $5.000 as a signing bonus to teachers in critical-needs areas to be
used for housing expenses such as a down payment or security deposit, or
for moving expenses, accompanied by a $400 monthly stipend for two
years;

. providing housing-assistance promissory notes that convert to interest-free
grants when approved applicants serve as certified teachers and agree to
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employment for a penod of three years or more in districts with a critical
teacher shortage:

+ providing state assistance to teachers in critical-needs areas to cover the
actual amount needed to close on a home, not to exceed $6,000, with
applicants contributing 2 minimum down payment of one percent of the
sales price and one month’s reserve; and

.+ retaining developers to build housing in critical-needs areas on land owned
by school districts, with a small development fee and no profit margin.

South Carolina should pay a salary supplement to teachers who teach in schools
where 60—79 percent of stucents quality for free- or reduced-price lunch and a

-higher supplement to teachers 1n districts where over 80 percent of students qualfy

for free- or reduced-price lunch.

The General Assembly should provide housing incentives. with no income limits,
to attract and retain teachers in counties designated by the SCDE as critical-needs
areas

South Carolina should devise a bonus program that encourages teachers to siay in
high-poverty distncts, such as bonuses at intervals to compensate teachers for
returning for another interval penod or increased salaries for extended contracts
with a mimimum number of years required.

South Carolina should provide addinonal salary for teachers who are certified
teaching children in poverty.

South Carohna should improve teaching conditions to include facilities, teaching
supplies and matenals, and support as included in the proposed adequacy program
and facilities program.

Fxtended Year for Students

The task force believes that South Carolina’s ability to become and remain internationally
competitive requires expanded learning time for students.

17.

South Carolina should begin moving toward additional days for students up to 200
days per school year or the equivalent of additional learning time provided through
quality after-school, summer, or weekend leamning programs.



B. Efficiency and Simplification

The task force recommends policy changes in three areas to increase efficiency and
effectiveness in use of state and local education funding: streamlining and consolidating
funds, cyclical review of education funding, and incentives for voluntary school district
consolidation.

Streamlining and Consolidating Funds

State and local resources available for education are currently allocated through an array of
prograrns legislated over decades. resulting in an inflexible funding system, cumbersome
accountability, and programs that are not routinely review ed for effectiveness or need. A
preliminary review by the task force has (dentified at least $3 4 billion that could be re-
directed from current programs fo support the new adequacy funding model and the
innovation and choice initiative

18 Funds for current programs should be reviewed for effectiveness and need and
streamlined to create a more efficient accountability system, 1ncrease flexiblity for
schools in buillding tw enty-first century programs. and re-direct funding to the
revised adequacy program.

19 Consohdation and re-allocation of general funds. EIA funds. and other funding
accounts should be implemented 1n coordination with the phase-in of the adequacy
program and other provisions of this report

20 When consolidating EIA funds to help support the adequacy program and
.nnovation and choice programs, funds should not be allocated according to the
EFA formula but should be distributed and accounted for separately, based on
weighted puptl unit.

71,  Adequate state software and accounting mechanisms should be provided for
efficient implementation of the revised program, accounting, and accountability
requirements contained 1n this report.

Cyclical Review of Education Funding

Periodic review of education funding is needed to re-evaluate all elements of the adequacy
program, including but not limited to: the investment needed, elements to be included,
pupil weights, the formula for the index of taxpaymng ability, impact of the innovation
program, effectiveness of incentives for attracting and retaining teachers to poverty
schools, and 1mpact of Act 388 on school and district ablity to provide for student learning
needs.

22,  The adequacy program should be assessed and changes recommended at the end of

three. five, and eight years of funding and every five years thereafter, with review



to be overseen by an Education Adequacy Committee (EAC) including
representatives from the Legisiature. the office of the State Superintendent of
Education, the education community, and the business community. The EAC
should contract with a national research organization to conduct its reviews.

Incentives for Voluntary District Consolidation

The task force did not undertake a formal study of consolidation of school districts but
does recommend incentives for local school districts and communities to improve the
effictent and effective delivery of educational services and opportunities to students. The
task force supports the nght of distncts and communities to collaborate and examine
consolidation. deconsolidation. shaning of services, or any organizational framework that
improves district ability to meet the educational needs of students and the expectations of
the local community

12
(99}

Consohdatng districts should receive general state aid at the level of the distnct
recetving the most aid prior to consolidation for four vears after consohidaiing [f
general state aid 1s less for the consol lidated districts in the first vear than it wao L:‘(.
have been that same vear for separate distncts, the General Assembly should mex
supplementary state aid payments equal to the difference for the first tour years

24, For a four-vear period following consohdation. consolidating districts should
recelve state grants to compensate for any difference in teacher salaries, so that
salares for all teachers are increased to the same level. If there is a difference
between the sum of the salaries eamed during the previous year by teachers 1 the
new district and the sum of salaries that would have been paid according to the
salary schedule of the previously existing districts, using the highest salary, the
state should make supplementary payments equal to the difference for the first four

ars ot the reorgamized district.

If needed, consolidating districts should receive a one-time grant to cover some
poruon of the negative fund balance that any district brings into the consolidation.
A single supplemental aid payment should be made to the reorganized district equal
to the difference between the largest and smallest deficit. A district with a positive
fund balance should be considered to have a deficit of zero

[0S
N

26. A consolidated district should receive a “hold harmless” on the district report card
rating for a period of three years following consolidation, with individual schools
receiving report card ratings as usual

38
~3

South Carolina should develop mechanisms to assist in consolidating operations
and/or facilities among districts without consolidating districts.



C. Flexibility, Accountability, and Intervention

The task force believes strongly that South Carolina must move toward an education
funding system that increases flexibility for schools and districts to meet the needs that are
specific to individual communities and individual schools. Just as schools and districts
need flexibility in use of funding under the new adequacy program, they also need greater
freedom to use state aid in general as they judge best, with stringent accountability for
results and state intervention for both academic and financial failure.

Flexibility and Accountability

Flexibility enables schools and districts to maximize the effect of education funding, create
innovative programs. expand choices for parents and students, and meet local needs

28. Districts should have greater flexibility 1n using state aid and be held accountable
for results.
Intervention

Under current law, the SCDE has the responsibility and the authonity to provide suppott to
schools and districts that are under-performing academically and to intervene when
necessary. Greater flexibility i use of funding should be accompanied by strict
accountabulity and the authority to intervene in cases of financial mismanagement.

29 The General Assembly should provide the State Superintendent of Education with
authonty to intervene when districts are in sericus financial difficulty or when there
15 evidence of gross mismanagement. This autherity should include reviews of.the
effectiveness and efficiency of district financial practices, support to distrcts in
financial planning and budgeting, and provisions for the appointment of a fiscal
management team to assist when there is evidence of gross mismanagement.

D. Fair and Adequate Funding for Facilities

Research demonstrates that students learn best when taught in safe, clean facilities that are
appropriate for contemporary curriculum and instruction needs. It is also clear that
teachers are difficult to attract and retain in schools with poor teaching conditions and an
unprofessional and substandard work environment.

Currently 1n South Carolina, funding for public school facilities 1s unequal and inadequate.
Most facilities funding 1s derived from general obligation bonds issued within a district’s
eight percent constitutional debt limit or pursuant to a local referendum. Limited state
assistance has been provided sporadically through Barnwell funds, EIA funds, and the state
school facilities bonds approved m 1999. Lease-purchase and installment-purchase
obligations were options in the past, as well, but are no longer aliowed.



As a result of inadequate funding, many low-wealth districts are unable to raise sufficient
revenue to maintain existing facilities, let alone build modern schools. High-growth
distnicts are faced with the challenge of keeping pace with student growth without
sufficient assistance from the state

The Task Force on Funding for World Class Learning established a separate study
committee to develop recommendations for a modern facilities funding model. The
Facilities Study Committee was guided by four goals:

+ To provide an adequate, stable, and reliable source of funding for school
facilities that 1s available when needed and that addresses current and future
capital needs.

> To address severe safety code-deficient facility needs statewide.

» To provide prionty assistance to low-wealth districts and rapid-
growth distrcts while providing assistance to all distnicts

5> To provide classroom space and technology infrastructure.

+ To provide facihity funding that is equitably allocated to meet the particular
needs of each school district.

+ To provide facility standards and accountability systems for schools to
ensure that all students, teachers, administrators, and other staff have
appropriate learning and working environments to previde a high quality
education.

The task force was also guided by five principles:

+ Any system of capital support should ensure faimess for both pupils and
taxpayers throughout the state.

+ Local school districts, as owners of school buildings, should provide a
portion of funds for building facilities and should have primary
responsibility for maintaining them.

+ State aid should be provided for school construction focused on eliminating
critical emergency needs; assisting low-weelth districts; addressing needs of
growth districts; and supporting all districts with documented facilities and
equipment needs necessary for students to meet the state’s accountability
goals and tc provide for world-class learning.

. Efficiency and accountability should be included as part of state aid
allocations.

+ Capital revenue and expenditures should continue to be kept separate from
operating revenue and expenditures.



The task force 1ssued recommendations in three areas: providing for quality facilities;
effective and efficient use of facility funding; and standards, accountability, and state

intervention.

Providing for Quality Facilities

30.

South Carolina should approve the South Carolina School Facilities Infrastructure
Act (SFIA) to provide support 1n all districts for facilities improvement necessary
to meet educational standards, provide appropriate technology infrastructure, and
address equity concerns. Provisions of the Act include the following:

School Facilities Review Commission

(2)

(b)

(©)
(@)

The leaislation establishes a School Facilies Review Commussion to
oversee a comprehensive program of state-assisted school infrastructure
funding. The commussion consists of five members as follows. the
Governor. ex officto, or his designee; the State Supenntendent of
Education. ex ofticio. or his designee, one member aprointed by the State
Treasurer, which member shall serve as chairman: one member appointed
by the Speaker of the House; and one member appointed bv the President
Pro Tempore of the Senate

The commuission 1s charged with reviewing with each applicant the need for
proposed facilities, established by growth patterns or 1n reference to other
factors. such as age and condition of facihties, suitability of facihues for
curnculum needs. current use of portable classrocoms, current and projected
enrollments, and other relevant factors The commission considers project
costs. adequacy of reserves for inflation and cost overruns, the impact of a
proposed financing structure on the taxpayers of a school district, and the
available debt limit of a school district. The commission 1s further charged
with promoting the use of site-adapted prototype school components and
energy-efficient building technologies for use by program participants. The
commission must report its findings in writing to the Budget and Control
Board, sitting pursuant to the Act as the Scuth Carolina School Facilities
Infrastructure Authonty, which may issuc general obligation or revenue
bonds as appropriate.

The commission may adopt regulations to implement its powers.

The legislation establishes a Schocl Facilities Infrastructure Fund to provide
additional financial assistance such as inierest rate subsidies, credit and
support, and the like. The Infrastructure Fund is capitalized with
ongination fees. annual appropnations, and other funds made available by
the General Assembly.
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Statewide Assessment and Management System

(e)

The Act establishes an Assessment and Maintenance system (AMS)
applicable to all school distncts, addressing maintenance management,
training, and custodial programs; an energy management plan; a facilities
renewal and replacemeni program; and 4 long-term capital program. The
AMS 1s developed and managed by the SCDE.

Funding Sources

9

State general obligation bonds are distnibuted based on relative assessed
values per pupil (“wealth per pupil”) of school districts. Distribution to any
particular school distnict 1s by application and subject to review and
adjustment by the commussion to ensure appropriate use of funds. Until all
school distnets have had an opportunity to receive funding. funds are
granted. rather than loaned, to school districts  Unul the iminal report from
the AMS 1s completed. funds are allocated among distncts according to
wealth per pupii, funding per pupil will vary according to funding levels
established by the Act  Following receipt of the initial AMS repert. 20
percent of subsequent funding 1s allocated in the discretion of the
commuission without regard to wealth per puptl to address the physical
condition and adequacy of school facilines within a particular attendance
area of a school district (10 percent) and to remedy facihity needs resulting
from growth in enrcliment (10 percent), with additional needs to be
idenufied and tfunded subsequently

A proposed formula for distribution of funds under the SFIA 15 given
Appendix C Appendix D provides a sample distribution projection by
school district.

State revenue bonds are 1ssued periodically to fund other school
construction projects on an annual appropriation basis. Revenue bond
proceeds are loaned to schools to fund construction and school districts are
responsible for penodic payments back to the state, with amounts applied to
debt service on revenue bonds. School district obligations are subject to
annual approprizticns and repaid from general obligation bonds issued by
school districts. School district obligations are not subject to constitutional
debt limutations.  Participation in the revenue bond program is by
application and subject to review and approval by the commission to ensure
appropnate use of funds and taxpayer impact.

The Act authonzes the commission to undertake the issuance of short-term
obligations to provide tax anticipaiion note and general obligation bond
funding to districts. Program fees derived from short-term obligations
provides addional revenue for the Infrastructure Fund.



Timeline

) The School Facilities Infrastructure Act is implemented over a two-year
penod as follows:

Spring 2008 Adopuion of SFIA.

Spring 2008: Adoption 6f first general obligation bond bill.

Summer 2008: Appointment of School Facilities Review Commission.

Fall 2008: Review Commission receives and reviews proposals for
revenue bond funding.

Winter 2009: Review Commission receives and reviews proposals for
grant funding.

Spring 2009. General obligation and revenue bonds issued.

Winter 2010 First assessment report received and reviewed by General
Assembly.

Spring 2010 Second general obbigation bond bull adopted. based on
needs 1dentified in assessment report.

Fall 2010. Second round of general obligation bonds issued.

31 Local distncts should continue to issue general obhgation bonds pursuant to

constitutional debt limits and. or local referendum.

52 South Carolina should propose and adopt a constitutional amendment to increase
general obligation debt hmits of all local governments from eight percent of
assessed value to 135 percent of assessed value.

33 South Carolina should authorize local districts to assess impact fees on new
residential construction to offset school construction costs.

34 South Carolina should develop options for altermative facilities funding such as
enabling local sales tax for facilities, developer incentives (such as tax credits), and
real estate transfer taxes.

35. The General Assembly should include in the adequacy program an annual

allocation for maintenance.

36.  The General Assembly should provide facilities assistance to charter schools. A
proposal to provide charier schools assistance is given in Appendix E.

Providing for Efficient and Effective Use of Facility Funding

Ensuring efficiency and effectiveness in use of capital resources is an essential component
of a quality facilities funding model. Passege of the School Facilities Infrastructure Act
would ensure comprehensive assessment of facilities and funding based on demonstrated
needs. The Act also would promote use of prototype school and school components and



energy-efficient building technologies. Further efficiencies would result from the state’s
sponsorship and administration of appropnations-based financing.

The task force recommends several additional steps to ensure efficiency and effectiveness
in facilities funding:

37.  The General Assembly should fund a comprehensive, standardized statewide
assessment of school building needs to be overseen by the SCDE.

38. South Carolina should promote joint use of school facilities among distncts,
colleges and universites. municipalities, and other public agencies.

39.  The General Assemblv should provide in the General Fund an annual allocation to
districts or technology equipment and-infrastructure.

Providing for Standards. Accountability, and State Intervention

The task force recommends development of a common standards and accountabiuty
system for all school faciliies to ensure that appropriate learning and working
environments exist in all schools South Carolina should ensure that districis receiving
state-allocated general obligation and/or revenue bonds meet state faciity standards
through approprate mon:toring. assistance, and intervention.

40. The SCDE should establish clear, concise, and workable standards that are
charactenistic of facilities that provide a high-quality, high-performance
environment for teaching and learning. A cyclical standards review schedule
should be established. The SCDE should also provide training on planning and
implementation of preventive mantenance and should charge districts with
monitoring comgliance with state guidelines.

41 Funding should be budgeted for the SCDE to create a statewide school facilities
Assessment and Maintenance system (AMS) to assist state and local decision-
makers 1n determining short- and long-term school facilities needs and to document
the level of state funding needed. All school districts should participate in the
AMS precess on an ongoing basis.

42.  Each school district should prepare and adopt a five-year facilities plan to meet or
exceed state facilities standards. The five-year plan should be designed to allow for
flexibility to meet emergent needs and should be updated annually, allowing for
modified benchmarks and goals.

43.  The General Assembly should adopt legislation authorizing the SCDE to apply for
funding under the School Facilities Infrastructure Act to intervene in the absence of
action of local districts to meet health, safety, and code violations.



Mitigating the Adverse Effects of Act 388 on Schools and Districts

Act 388, which drastically reduced the most stable source of funding for education and
replaced it with an increase in the state sales tax, has created a number of adverse
consequences for schools and districts, particularly in high-growth areas. The Task Force
on Funding for World Class Leaming shares the view of many state leaders who believe
that comprehensive reform ot South Carolina’s tax system is needed to create a system that
1s equitable, adequate, stable, and sustainable. For the short term, the task force
recommends several provisions to mitigate the adverse effects of Act 388 on funding for
schools and districts: changing the [ndex of Taxpaying Ability; instituting “hold harmless”
provisions for the 2008-09 school year; adding a special short-term weight for new
schools: and re-allocating the S2 5 million in Act 388 funds currently distributed on a
county-wide basis as the new poverty weighting 1s implemented.

44 The Index of Taxpaving Ability should be changed to keep the taxpaying ability of
all school districts consistent with their abtlity to pay at the date of implementation
of Act 388 by including as part of the {formula the revenue districts would have
recetved from homeowner-occupted propertv  Specifically, for purposes of
calculaung the Index of Taxpaying Ability, the value of owner-occupied property
should be imputed based on revenue districts recetved

A proposed formula is presented in Appendix F.

4s. Under the Act 388 distnbution formula. schools that grow in enroliment wili
experience a dechne in the amount reimbursed per pupil, while districis that lose
enrollment will experience an increase in the amount reimbursed per pupil. The
General Assembly should approve a “hold harmless™ provision for the 2008-09-
school vear to ensure that growing districts are not penalized for growth.

45.  The General Assembly should add to the proposed adequacy program a weight of

10 for a two-vear period following the opening of a new school with a new BEDS

code, computed outside of the individual student weights included in the adequacy
program.

A proposed formula is given in Appendix G.

47. The provision of Act 388 for distribution of $2.5 million on a countywide rather
than a district basis 1s inequitable, since some distncts receive funds and others
with similar needs do not. These funds, along with the Act 388 poverty allocation,
should be re-allocated to heip fund the proposed poverty weight.
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Appendix A

PROPOSED ADEQUACY PROGRAM - (Allocation Per Pupil = §7,270)

District Wide 7.500
Pupils

300 Pupil Elementary School

Middle School 750 Students

High Schools 900 Students

1 District Superintendent

1 Principal

1 Principal

1 Principal

1 Chief Academic Officer

1 Assistant Principal

1.5 Assistant Principals

2 Assistant Principals

1 Director for Instruction

1 Media Specialist

1 Media Specialist

1.8 Media Specialists

1 Chief Financial Officer

1 Counselor

2.5 Counselors

3 Counselors

1 Bustness Marager

I Nurse

1 Nurse

1 Nurse

1 Bookkeeper

Technologyv Supplies

Technology Supplies

Technology Supplies

1 Chief Information
Oftficer

Instructional Supphes

Instructional Supplies

Instructional Supplies

1 Coordinator for
Technology

© 1 Technology Specialist

1 Technology Specialist

1 Technology Specialist

1 Director of Human
resources

1 Academic Coach Reading
" .Math. Serence & ESOL

1 Academic Coach-Math,
Science. Reading and ESOL

1 Academic Coach-Math,
Science, Reading & ESOL

1 Coordinator of Human
Resources

" 45 Instructional Assts

|
4 Instructional Assts

2 Instructional Assts

1 Cernticauon Coordinator

34 9 Classroom Teachers

43.8 Classroom Teachers 24:1

47.7 Classroom Teachers 241

! Direcror ot Assessment,
Research, and Evaluation

3K Teachers 131
3K paraprofessionai

1 Resource Officer

1 Resource QOfficer

{ Coordinator Safety and
Security

grade one 15.1

1 Coordinator Guidance
and programs for alcohol.
drug abuse, mentoring,
character ed.

grade two 13:1

1 Ceordinator
Schsol/Communtty
Relations

iy

grade three 13:

3

| Coordinator Career
Involvement/Development

grade four  24.1

11 Secretaries

grade five  24:1

District Lavel Technology

World Language Teacher

District Vlaintenance &
Operationai Costs

PE teacher

District Strategic planning

Art teacher

New Principal Induction
Program

Music teacher

Professional Development

4 Clerical Staf?

6 Clerical Staff

7 Clerical Data

Pregram Support for
Family Literacy

Professionat Development 3
additionai teacher days

Professional Develocpment 5
additional teacher days

Professional Development 3
additional teacher days

Instructional Supplies and
Library Books

ADEPT for new teachers

Induction coordination and
training

Character Development
Education

Bullying Legislation

Parent Involvement




Appendix B

Implementation of Adequacy Program

Adequacy Total
Program Cost Cost Cost
Year 1 Fiscal Year 2008-09
4 Yr Old at Risk Program (lof2)  § 36,500,000
Modify Index of Tax Paying Ability
Act 388 New Schools Weight @ .1 5,503,023
Act 388 Hold Harmless 15.7980.018 § 57.793.041
Begin Implementation of Chotce and Innovaton Program Redirect Current Funds

Year 2 Fiscal Year 2009-10
4 Yr Old at Risk Program (20f 2 $ 36,500,000 S (30,000,C60)

1* 1/3 of Poverty Weighung(@80/2¢ 152.501.823 159.001.825
Year 3 Fiscal Year 2010-11

2™ 1/3 of Poverty Weighting@80/20 152,501,825 152.501.823
Year 4 Fiscal Year 2011-12

Final 1/3 of Poverty Weighting@80/20 $ 152.501.825 152.501.825

Total 1* Four Years $521,798.517

Year 5 Fiscal Year 2012-13 Begin Adequacy Program phase in no later than 2012-13

Note: Adequacy cost projected at $7,270 (2005-06)
Based on 80/20 Relationship
$ 3,436,144,239 Current Dollars Redirected to Fund Adequacy Cost
No Inflation



Appendix C

FORMULA FOR ANNUAL DISTRIBUTION OF GENERAL
OBLIGATION BONDS

The proposed School Infrastructure Facilities Act allocates State general obligation bond
proceeds on a grant basis to the school distnicts based upon the relative wealth per pupil of
each district. Wealth per pupil is defined as the assessed value of a district divided by its
enrollment. Funding per pupil from bond funds 1s variable, depending on relative wealth
per pupil. Each district 1s required to demonstrate substantial effort in meeting capital
needs through a local match requirement.

Step 1 RANKING DISTRICTS - Wealth per pupil based on assessed value and
enrollment figures from the second preceding year will be unlized annually to pniontize
districts  The district with the lowest wealth per pupil will be given the highest prionty
The distnct with greatest wealth per pupil is given the lowest prionity

Step 2. STATE FUNDING CAPS - The Act creates four ners among the school districis
ranked according to Step 1 above Each uer 1s assigned a funding cap, which Limiis the
amount of funding on a per pupil basis a district may receive Tier One consists of the first
14 districts. beginming with the school having the least wealth per pupil. Tier Two consists
of the pext 14 districts. Tier Three consists of the next 28 districts, and Tier 4 consists of
the final 29 districts

Tier One districts may be allocated up to $6,000 per pupil, Tier Two distncts may he
allocated up to $4,500 per pupil. Tter Three districts may be allocated up to 33,0600 per
puptl, and Tier Four districts may be allocated up to 51,500 per pupil. The foregoing
amounts are caps, and a district may elect to receive a lesser amount.

Step 3° WEALTH FACTOR — Subtract each district’s wealth per pupil from the highest
district's wealth per pupil. Divide the result by the highest district’s wealth per pupil. This
produces a wealth factor

Step 4 . LOCAL MATCH - The local match is determined by subtracting the wealth factor
from 1.0 and multiplying the result times the amount of funding to be provided by the
State. The local match is satisfied. however, 1f the school district has, or will have, taking
into account the project to be funded, general obligation bonds outstanding in an aggregate
prncipal amount equal to at least 75% of its constitutional debt limit.

Step 5. FUNDED DISTRICTS — Once a distrct has received grant funding pursuant to
steps one through four, that district will not be eligible for additional grant funding until all
districts have been funded.



The preceding formula will apply only to State g.0. bond proceeds granted to school
distnicts. The order of priority may be set aside as to 20% of bond proceeds made available
following issuance of initial AMS report, as further described at page S above. The
limitation on State funds described in Step 2 above will apply in every case.



Appendix D
Charter School Funding

Assistance to charter schools for facilities funding should be provided if the charter school
meets the required academic standards of other public schools and

e The governing body of a school district may apply for and receive funding for the
charter schools in that distnict from the School Facilities Infrastructure Authority.

o The State should consider creation of a separate financing authonty for the benefit
of state charter schools: the success of a financing program for state charter schools
will be subject to demenstration by a charter school that 1t has the means to repay
long-term indebtedness

e A state charter school 1s ehgble for tinancial assistance consisting ot a grant of up
t0 $300.000. disbursed over two years. The grant funds may be appited 1o new
construction. renovation of existing facilities. to reimburse a distnct or charter
committee for prior expenditures for such purposes, or to retire indebtedness
incurred for such purposes. Facilities improved with the proceeds of a grant shall
be subject to a mortgage in favor of the State; the State may foreclose upon the
mortgage 1f, within five years of the final distnbution of grant proceeds. the
facilities shall cease to be used for charter school purposes. The mortgage wiil
expire on the fifth anniversary of the final distnbution of grant proceeds.

e Facilities used for educational purposes by a charter school are exempt from ad’
valorem property taxes

e Owners of real property thet lease such real property for use by a charter school are
entitled to a credit against State income tax 1n an amount equal to the fair market
value of such lease less any rent payable under the lease.



Ap\pendix E
Index of Taxpaying Ability

The index of taxpaying ability should be adjusted to reflect the change in the taxable
status of owner-occupied property caused by Act 388 and earlier property tax relief
programs by treating school property tax relief as a revenue stream that enables the
DOR to impute the equivalent value of owner-occupied residential property for
inclusion in calculation of the index. The calculation would take the amount of money
each district receives and determine what assessed value would generate that amount of
money and then add that figure to each district’s non-owner occupied assessments to
come up with an overall assessment for each district to use in the calculation of the
index of tax paving ability

Formula:

The amount of funds received by each district from Act 388 Homestead.Funds divided
by the operating millage of each district would calculate an assessed value for the Act
388 funds. Add that result to each district’s non-owner occupied assessment . That sum
would be the total assessed value for each school disirict and then each district’s
assessed value as a percent of the total of all school districts” assessed values would
produce each district’s index of tax paying ability



Step 1:

1.

(9]

s

Step 2

Appendix F

Hold Hérmless Formula

To ensure districts recetve at least the same per pupil amount as previous year

Subtract the 135 ADM from the current year for each district from the 135 ADM
from the previous year to see if the district is growing or declining in enrollment.
Divide the amount received from Act 388 tier 3 reimbursement from the previous
vear by the 135 ADM from the previous year to get a per pupil amount for the
reimbursement, then divide the amount proposed to be received from Act 388 tier 3
reimbursement from the current vear and divide that amount by the current year
135 ADM to get a per pupil amount for the current year

Subtract the current year per pupil amount from the previous year per pupil amount
to se2 1t a district 1s recerving less per pupil than they did in the previous year

[r a district 1s scheduled to receive less in the current vear per pupil than it did in
the previous vear. multiply the deficit amount per pupil calculated to be recewved by
the current year's 133 ADM This produces the amount needed to be funded 1o
ensure that each distrnict recerves at least the same amount per pupil as it did n the
previous vear

To ensure growing districts receive the funds from the state’s increase in tier 3 due

to growth

1

Step 3:

The ncrease 1n tier 3 funds each year comes from the mcrease in CPI and growth in
populauon Take  the portuion that 1s due to growth and distribute it to growing
districts Take the percent that 1s due to growth as a percent of the total of the CPI
plus growth and multiply that percentage times the total amount the tier 3 funds
increased each year For examiple, if the growth in the state is 1.51% and the CPI
increase 15 3.93%. then the total of these is 5.44%. The growth figure 1s 27.8% of
the total increase (1.51/5.44).

Then multiply the resulting percentage (27.8%) times the total increase in tier 3
funds If the tier 3 funds grow by $30,000,000, then multiply the 27.8% times the
$30,000,000 to get $8,340,000 to be distributed to growing districts. If the growing
districts grew by a total of 6,460.64 students, then divide the $8,340,000 by the
6,460.64 to get a per pupil amount of $1,290.89. Multiply that amount times the
number of students each district grew to get the amount each district should
receive.

Distribute the CPI portion of the increase in tier 3 funds in the same manner an
which all tier 3 growth funds are currently distributed

Take the CPI percentage and multiply that by the total increase in tier 3 funds to get
the amount to be distributed to all distnicts by total WPUs of each distnict.



Appendix G

Weight for District Growth

1. Take the number of students in a new school and multiply that number by 727 or (.1
times the adequacy cost amount ) for the first two years of the school.
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