November 12, 2009

House Task Force on STOs

Hello, my name is Linda Gee, and I am a co-founder with the Arizona Education Network.  I want to start by thanking you all for leading this investigation into our Arizona STOs.  As a parent and as someone who has had a chance to look closely at STO operations and financial records, I firmly believe that our current system is doing a great disservice to Arizona taxpayers and the children who would most benefit from the tuition assistance programs.

I am sure that you have a lot of information available to you already about the high administrative fees, large yearly financial carryovers and general lack of accountability and oversight that are hallmarks of our current Arizona STO system.  What I would like to speak about today are some possible solutions to this issue.

Nationally, there are a number of other private school tax credit and voucher programs that administer public funds with a much higher degree of oversight and accountability than what we see here in Arizona.   When I investigated some of the other operational methods of these private school tuition programs, several things really stood out:

(First)

· Most states adhere to means testing for participation in the private school voucher or tax credit programs.  Generally, the threshold falls in line with the income levels of the Federal Lunch Program or other measurable guidelines.  Programs like Milwaukee Parental Choice allow participation for families with incomes up to 220% of the Federal Poverty Level.  

Arizona’s current system has been shown to be more frequently utilized by existing private school students from higher-income families.  If we truly want impact and assist the lower-income populations for whom the vouchers were originally intended; it is time to ensure that basic needs-based guidelines are in place for all of our tax credit programs.

(Secondly)

· Florida – which is considered by private school tuition groups to be a leader in voucher & credit programs – limits administrative expenses of State Funding Organizations (groups which are very similar to our STOs) to only 3%.   Florida SFOs are also required to distribute at least 75% of their total tax contributions in tuition aid each fiscal year.  These basic rules stand in stark contrast to the 10% in administrative fees and the multi-million dollars in unallocated funds that some Arizona STOs hold onto each year.

· I also found it interesting that many private school tuition programs appear to be administered by existing State Departments of Education.  Participants in an Ohio program simply apply to the state DOE and checks are mailed in the parent’s name directly to the private schools.  Parents then simply endorse the check over to the school itself.  This is strikingly simple and much more cost efficient than our current system of processing companies and the convoluted rules that encourage illegal tuition donation trading amongst families.

(The third point I would like to make) 

· …is that most private school tuition credit & voucher programs in the US require some sort of student academic testing that allows the private school participants to be measured against the children who elect to stay in public schools.

We all would like to see more accountability in education, and the private school programs should not be an exception to this rule.  Not only do standardized testing tools provide valuable feedback to program administrators, legislators and taxpayers, but parents also get a much better view on how a program is working within any given school.

Private schools in Arizona currently have zero accountability to tax payers or even to parents.  While this is fine in a strictly private setting, if we are investing our public tax dollars there needs to be a measure of accountability for the funds.  This could break down to simply one test per year – whether it be the Terra Nova, AIMS, or one of the proposed national-based tests that Arizona is currently considering.  I believe very strongly that this kind of measure would be embraced by parents, and it would provide an excellent tool for the private schools themselves.

(In addition)
The benefits to Arizona families and taxpayers are measurable if we eliminated the 10% administrative fee for the STO programs.  According to the AZ Dept of Revenue:

•STOs took in close to $55.3 million in individual tax credit donations in 2008.

10% of that is $5.5 million.

•STOs took in $10.5 million in corporate tax credit donations in 2008.

10% of that is almost $1 million

Between the two scholarship types, the 10% in administrative fees charged by the STOs are equal to roughly 3,250 additional $2,000 scholarships.

While it isn't realistic to think that administrative charges could be wholly eliminated if STOs were abolished, every million in STO administrative expenses that could be reduced is equivalent to 500 additional $2,000 scholarships.  Just bringing the AZ STO admin fees to Florida's limit of 3% would reduce administrative costs from $6.5 million to just under $2 million ~ a $4.5 million dollar savings.
(Looking closer to home…)

…It is also worth noting that the average Arizona public school district spent only 9.2% on administrative fees last year.  Those administrative funds cover the salaries of superintendents, business managers, school principals and clerical staff who perform accounting, payroll, purchasing, warehousing, human resources and information technology services.   In short – school districts spent proportionately less money on administration than many Arizona STOs who perform far fewer duties and who are responsible for far fewer students.  As a parent, I find it very difficult to believe that our Arizona School Tuition Organizations - that exist simply to process school tuition monies in our state - require such a large portion of tax money to operate.

STO accountability, oversight and equity concerns should not be muddied by the other ideological debates that surround private school tuition credit and vouchers.  

Thank you for your time, I know it is in high demand.

