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PROPOSED/AMENDED RULE SUMMARY: 
Changes how poverty is determined for purposes of State School Fund. Implements HB 2098.
BACKGROUND: Oregon K-12 Public Schools are funded through a combination of local revenues and money appropriated by the Legislature. The Oregon Department of Education (ODE) first totals all available funding for school districts and then distributes the money appropriated by the Legislature to school districts—not individual schools—through the State School Fund Formula (Formula).  The Formula’s goal is to equalize funding across the state.  The Formula achieves this goal by dividing the total revenue available by the number of weights in the state to get a funding per weight amount.  The weights are often expressed as “ADMw” which means Average Daily Membership Weighted.  Each district counts the number of ADMw it has and multiplies that by the per ADMw amount to determine how much funding it will receive under the Formula. The average statewide funding per ADMw is $6,501 for the 2013-14 school year.
The Legislature uses ADMw for funding rather than students for two reasons.  First, the Legislature wanted to equalize funding across the state.  Some students do not attend school full time and so their part time attendance needs to be taken into account.  A per student formula would over-fund part time programs.  Secondly, some students take more resources to educate.  Example of the types of students who may take additional recources are students on an Individualized Education Plan (IEP), students living in poverty, or students enrolled in a qualifying ESL program. The Legislature assigns additional ADMw for these students so that districts receive additional funds for those students under the Formula.  
As stated above, students living in poverty receive additional weighting. That weighting is set at 0.25 ADMw. This means that if a student has been identified as living in poverty and attending a public school full-time the student will receive a total of 1.25 weights: 1.0 weights for attendance and 0.25 weights for being identified in poverty.
Currently ODE uses 2000 decennial census data as the basis for determining the number of students in poverty in the school districts across the state. Current law requires the use of decennial census data and the United State Census Bureau (Census Bureau) stopped collecting poverty data as part of the census in 2000. Thus, there is no newer data as part of the decennial census.

HB 2098 passed by the 2013 Legislature solves this problem. This law gives the Board the authority to adopt rules to update what data is used to determine how many students are in poverty in each district. Updating the data will provide a more accurate and more timely picture of how districts are affected by poverty in the state.
The Legislature, in passing HB 2098, was concerned that transparent and accurate data would be used to calculate the number of students in poverty in each district. The Legislature understood that some data are better than others and wanted to ensure that the most accurate data possible was being used. Thus, the Legislature required the Board to adopt rules based on data obtained from school districts and the Census Bureau.

The proposed rule uses the Small Area Income Poverty Estimate (SAIPE) published by the Census Bureau as the basis for determining poverty in all of Oregon’s School Districts. The SAIPE is a statistical model that compares data from several sources, including the U.S. Department of Agriculture’s Supplemental Nutritional Aid Program (SNAP), IRS tax returns and yearly Census Bureau survey data. The SAIPE model is also used by the U.S. Department of Education to distribute Title I funding. 
In order to get a complete picture of poverty in Oregon’s public schools, the Department needs to compare the SAIPE data with our each district’s ADM (Average Daily Membership) data. The SAIPE reports on total populations of children age 5 to 17 in the school district and the number of those children who are in families in poverty. That number may not match the number of students actually attending Oregon’s public schools. Some of the chidlren reported in the general population may attend private schools or be home schooled. Other districts may have additional students attending their schools from outside the district. Thus the SAIPE data needs to be compared against district data for a more accurate picture.
This is accomplished by dividing the district reported ADMr (resident average daily membership) for the same year as the SAIPE is published against the total SAIPE population data. To account for school districts that have more students than the population, the ratio will be capped at 1.0. A school district could have more than the resident population because it participated in open enrollment, has students on inter-dstrict transfers, or sponsors charter schools. Since the neither the SAIPE nor ADM data accurately tracks poverty on a per student basis, capping the ratio eliminates the speculative nature of attempting to determine whether these additional students are in poverty. 
Once the ratio of ADMr/SAIPE data is determined, the Department then multiplies the SAIPE data for children aged 5 to 17 in poverty by that ratio. This will provide the number of students in poverty attending Oregon’s public schools. That number is then used as the basis for the poverty weight which is a quarter of a full ADM.

ISSUES/CONCERNS THAT SURFACED DURING RULE WORK: 
ODE invited representatives from Legislative Revenue Office, Legislative Fiscal Office, Rep. Gelser, Rep. Davis, Senate and House Education Committees, Confederation of Oregon School Administrators, Oregon School Boars Association, Stand for Children, Oregon Education Association, Portland Public Schools, and Oregon Association of School Business Officers to attend a workgroup to discuss this proposed formula. During the workgroup, the following issues were raised and addressed:
· All of the district representatives agreed that the districts did not want the burden of an additional data collection to fulfill;
· Whether using free and reduced lunch data will be better or more accurate;
· The fiscal impact to districts was discussed. A “run” showing the difference to each district using the old and the new poverty formula was created after the workgroup and sent to participants for review.
FISCAL IMPACT:

HB 2098 will add a significant amount of weights to the State School Fund formula. This makes sense given that the underlying data has not been udpated for several years. In that time Oregon has experienced a significant recession, increases in unemployment, and reduction in earnings. All of these factors combine to increase the severity of poverty in Oregon.
Using the formula as proposed above, an additional estimated 5,998.91 weights will be added to the formula. For 2013-14 the estimated weights, statewide, is 665,000. This will increase to 669,000. For 2014-15, the estimated amount per weight a school district receives will be $6,883. That will be reduced to $6,842 per weight. This is a loss of an estimated $41 per weight. The impact will be mitigated for all districts because 2014-15 funding is estimated to be $340 per weight higher than current 2013-14 funding. 
A list of each district, the new poverty weights, and their estimated funding using 2014-15 funding levels is attached as a separate document.
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OAR 581-023-0102

Poverty Eligibility Determination for Purposes of State School Fund Distribution

(1) The following definitions and abbreviations apply to this rule:

(a) “ADM” means Average Daily Membership as defined under ORS 327.006 and OAR 581-023-0006.

(b)  “Census Bureau” means the United State Census Bureau.

(c) “SAIPE” means the Small Area Income Poverty Estimate published by the Census Bureau every year and available to the public on the Census Bureau’s website at: http://www.census.gov/did/www/saipe/.

(2) Pursuant to ORS 327.013(1)(c)(A)(v)(i) the Department of Education will determine poverty using Census Bureau data and ADM data from the school districts.

(3) The Department will obtain SAIPE data published on the Census Bureau website for all Oregon school districts annually as it is released.

(4)  (a) The Department will divide the concurrent year’s ADM data by the total children ages 5 to 17 as reported in the SAIPE data.

(b) For those districts where the ratio of the ADM divided by total children ages 5 to 17 as reported in SAIPE data is greater than 100%, the Department will reduce the ratio to 100%.

(5) The Department will multiply the population ages 5 to 17 in families in poverty as reported by the SAIPE by the percentage calculated above.

(6) The Department will round the resulting product to two decimal places.

(7) The Department will use the final number to calculate weighted average daily membership for poverty pursuant to ORS 327.013(1)(c)(A)(v).

(8) The Department will use the poverty weights determined from the latest SAIPE data to estimate future weighting for poverty until the next SAIPE data is available and annually obtained by the Department.

Stat. Auth.: ORS 327.013 and 327.125

Stats. Implemented: ORS 327.013
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