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Key Takeaways

e The federal government has increasingly shaped public education through funding to support
higher-cost students.

e Tennessee typically receives about $1.1 billion annually in federal K-12 funding for over a dozen
programs that have grant-specific and broader federal requirements.

e Inrecent years, Tennessee’s actions or preferences related to K-12 education have at times
conflicted with current or proposed federal policy for testing and gender-related policies.

e Some trade-offs and considerations for federal dollars, the requirements attached to those funds,

and what would happen if Tennessee rejected those dollars include:
No state has ever rejected federal K-12 dollars, so much is unknown.

2. Many of the requirements attached to federal dollars align with state policymakers’ goals and/
or are integrated into the state’s own requirements.

3. Federal requirements provide assurances and an extra layer of accountability important to
many children and their families.
Tennessee has to adapt when federal requirements change.

The federal government hasn’t always fully funded its commitments.

6. If Tennessee rejected federal dollars, the state would have to work out many details to ensure
a smooth transition for districts.

7. The days of historically large surpluses may be over, but Tennessee likely still has room in the
budget to replace federal funding at the expense of other potential investments.

8. If rejected, much of Tennessee’s federal education funding would probably go to other states.

9. Federal requirements create administrative burdens that may or may not still exist if
Tennessee rejected federal dollars.

10. Many federal requirements could still apply to Tennessee schools even if the state rejected
federal K-12 dollars — creating questions that would likely be resolved in court.

11. Itis unclear if Tennessee would still get federal education aid to weather recessions and how
quickly the state could reverse course if policymakers changed their minds.
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State policymakers are exploring the implications of federal K-12 funding — what it requires of the state
and whether to reject some or all those dollars. This report reviews the federal government’s role in K-12
education, key federal programs and requirements, recent tensions between Tennessee and federal
requirements, and some trade-offs and considerations involved. A prior report presents key findings from
our analysis of federal funding data for each of Tennessee’s 142 local education agencies.

Background

State and local governments bear most of the legal and financial responsibility for K-12 education.
All 50 state constitutions mandate public education, and in FY 2019 (before the pandemic) about 92% of
all dollars for American public K-12 schools came from state and local revenues. (1) (2)

The federal government has increasingly shaped public education over the last century through
funding to support higher-cost students. Although the U.S. Constitution is silent on education, federal
influence in K-12 has grown since roughly the mid-20th century — largely a result of President Lyndon
Johnson’s war on poverty and the civil rights movement. The Elementary and Secondary Education Act
(ESEA) of 1965 — the basis for today’s Every Student Succeeds Act (ESSA) — established
supplemental funding to support low-income students. These funds came with new requirements and
served as the basis for more aggressive federal enforcement of anti-discrimination efforts like school
desegregation. (3) (4) (5) (6) (7) ESEA/ESSA dollars, along with school nutrition funds, remain the
primary basis for the federal government’s role in K-12 policy.

The federal government has broad authority to both spend federal dollars and attach far-reaching
requirements for recipients of those funds. In the modern era, the federal government’s power to
spend taxpayer money is expansive — including on things like education not explicitly mentioned in the
Constitution. The U.S. Supreme Court has found that the federal government can also place conditions
on those dollars in ways that can influence policy beyond the specific purpose of the award itself. (8)

Limits on how much the federal government can require can change. How far federal funding
requirements can go and who at the federal level can set them are fundamental constitutional issues
often challenged and continually refined by the courts. For example, in 2012, the Supreme Court found
that the Affordable Care Act’s requirement that states expand Medicaid eligibility or risk losing all federal
Medicaid dollars went too far. As a result, what Congress intended to be a mandate for states instead
became optional. (8)

Key Federal K-12 Programs and Requirements

Tennessee typically receives about $1.1 billion annually’ in federal K-12 funding for over a dozen
programs that have grant-specific and broader federal requirements (Figure 2). These dollars made
up about 11% of revenues for Tennessee’s schools for the 2018-2019 school year — more than all but 13
states (Figure 3). (2) This section provides key information about the three largest programs — child

" Unless otherwise noted, this brief primarily references pre-pandemic funding allocations and
distributions to reflect what Tennessee typically receives. FYs 2020-2023 funding levels — including the
$1.8 billion estimated for FY 2024 in state budget documents — include temporary federal funding
increases associated with the COVID-19 pandemic. At times, this brief provides information for these
years for context.
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nutrition, ESSA Title |, and the Individuals with Disabilities Education Act (IDEA) — and broader
requirements that affect state and local K-12 operations. These three programs comprise nearly 90% of
the federal K-12 dollars allocated to the state (Figure 2) and over 88% of those awarded to school
districts. (9) (10) (11) (12) (13) (14) (15) (16) (17) Child nutrition is the largest program and administered
by the U.S. Department of Agriculture (USDA). The U.S. Department of Education (ED) administers
ESSA Title | and IDEA.

Appendix Table 1 provides more information on each federally funded grant.

Figure 1. Tennessee’s K-12 Activities Are Subject to Both Broad and
Program-Specific Federal Requirements

Examples of Federal Requirements Affecting State and Local K-12 Education

State Governments

must provide equal protection of the laws.

Federal Financial Assistance
recipients may not exclude or deny program benefits to individuals based on their race, national origin, sex, disability, or age.

Every Student Succeeds Act Individuals with Disabilities Child Nutrition Proaram
(ESSA) Education Act (IDEA) 9

Grantees must identify children
State grantees must adopt with disabilities and provide them
academic standards, assessments, with free appropriate public
and accountability systems education according to an
individualized education plan (IEP).

Recipients must make free and
reduced-price meals that meet
federal nutritional guidelines
available to eligible children.

Source: The Sycamore Institute

Figure 2. In a Typical Year, Nearly 90% of Tennessee’s Federal K-12
Funding is For Nutrition, Title I, and Students with Disabilities

Tennessee’s Federal K-12 Funding Allocations by Major Federal Program in Millions (FYs 2019-2023)

Entitlement One-Time
= Nutrition mTitlel =IDEA Other ESSA CTE [mESSER w=Other COVID mOther One-Time

FY 2019 |$1.1B
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Notes: Totals represent federal allocations to Tennessee by fiscal year — not actual expenditures and should not be
compared with amounts reported in state budget documents. ESSA is the federal Every Student Succeeds Act. IDEA
is the Individuals with Disabilities Education Act. CTE is career and technical education. ESSER is pandemic-related
Elementary and Secondary School Emergency Relief. Excludes federal allocations related to preschool and infants.
Source: The Tennessee Department of Education (9)
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Figure 3. Tennessee Schools Were More Dependent on Federal K-12
Dollars Than All But 13 Other States in FY 2019

% of Public Elementary & Secondary Schools Revenues from Federal Sources by State (2018-2019)
16%

12% 11%
50-State Avg: 8.7%

8%

) IIIIIIIIIIIIIIIIIII||||||||||

0

R AT PR EFIIFE FFEV R L RPFELFNFL OJILLFC A o v oS @

o

R

Source: National Center for Education Statistics’ 2021 Digest of Education Statistics (2)

School Nutrition

School nutrition is Tennessee’s single largest source of federal funding for K-12 activities. Before the
pandemic, the state and local school districts received over $400 million in USDA funding for school
nutrition programs.

What’s It For?

Federal child nutrition programs subsidize the cost of providing meals and nutritious snacks to
students. (18) These activities include several programs — the National School Lunch Program, the
School Breakfast Program, the Summer Food Service Program, the Fresh Fruits and Vegetables
Program, and related administrative costs.

¢ National School Lunch Program (NSLP) — NSLP offsets the cost of providing in-school
lunches, including low- and no-cost lunches for students from low-income families. (19) In FY
2019, the program subsidized 105 million lunches for just over 641,000 students in Tennessee.
(20) (21)

e School Breakfast Program (SBP) — SBP largely mirrors NSLP in providing school breakfasts.
(19) In FY 2019, the program subsidized 63 million breakfasts for about 382,000 Tennessee
students. (22) (23)

e Summer Food Service Program (SFSP) — SFSP offsets the cost of providing meals and
snacks to students in low-income areas when school is out of session, often at schools or off-site
(e.g., community centers, camps). (19) In FY 2019, the program subsidized over 3 million
summer meals for about 61,000 students statewide. (24) (25)
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e Fresh Fruit and Vegetable Program (FFVP) — FFVP funds schools to provide fresh produce as
snacks outside of normal breakfast and lunch service. (19)

How Is Funding Distributed?

Local school districts are reimbursed by the federal government (through states) for each eligible
meal or snack they serve. Reimbursement rates are laid out in federal law, updated annually for
inflation, and based on child eligibility for free or reduced-priced meals. (18) For example, in the 2023-
2024 school year, full-price lunches are reimbursed at up to $0.56 per meal, reduced-price at up to $4.10,
and free at up to $4.50 — depending on a district’s concentration of eligible students and adherence to
federal nutrition standards. (26) Grants are also available to cover state administrative costs and
necessary equipment.

What’s Required?
Federal rules dictate everything from how schools must determine eligibility to what foods can be
served to students. Examples of requirements include:

o Eligibility — According to federal requirements, students can qualify for free or reduced-price
meals if they are eligible for and receive other public benefits (e.g., SNAP, TANF) — known as
direct certification. States can also determine eligibility by having families fill out an application.
(18) The federal government updates eligibility guidelines annually and provides extensive
guidance on how state officials and local school districts must make and verify these
determinations. (27) (28)

e Meal Pricing — Under federal law, direct certification students and those in families with incomes
under 130% of the federal poverty level (FPL) are entitled to free meals, and children in families
between 130-185% of FPL are entitled to reduced price meals (defined as lunch for $0.40 or less).
(18) Federal law and policy also dictate how districts must set the price of meals for students who
pay full price. (29) (30)

¢ Nutritional Standards — To be eligible for reimbursement, schools must serve meals that meet
federal nutritional standards to ensure children have nutritious and well-balanced meals. For
example, daily lunches for grades K-5 must include a minimum of 0.5 cup of fruit, 0.75 cup of
vegetables, an ounce each of grains and meat, and one cup of low-fat or no-fat milk. These
standards also include parameters for calorie counts, types of vegetables, whole grains, and fat
and sodium content. (31)

e Controls — States and school districts must follow specific protocols to ensure compliance with
federal rules. These include checking the accuracy of meal counts, verifying a sample of eligibility
applications, and conducting nutrient analyses on meals. (32) (33) (31)

o Additional Requirements — As a condition of receiving meal reimbursements, the federal
government also requires that all foods in schools meet certain nutritional standards — including
foods not subsidized by federal funding. In other words, most snacks offered at schools outside of
school meals must comply with calorie, sugar, sodium, and fat limits set in federal regulation. (18)
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Every Student Succeeds Act - Title |

Before the pandemic, Tennessee received about $340 million under ESSA’s Title | provisions, primarily
targeting low-income students.

What’s It For?

Title | funds are designed to supplement funding for students from low-income families to close
achievement gaps. Depending on a school’s concentration of students in poverty, funds can either be
used for targeted assistance for low-income students or activities that benefit all students. Examples of
activities include increasing family engagement, upgrading instructional materials, coordinating social
services, providing tutoring, and addressing school safety issues. Funds are also used at the state and
local levels to administer the program, support assessments, carry out school improvement activities
associated with a state’s accountability system, and serve special populations (e.g., youth who are
migrants, neglected, or delinquent). (34) (35)

How Is Funding Distributed?

Title | funding is distributed to states largely based on the number and concentration of low-
income, school-age children in each state’s school districts. Four different Title | grants each have a
unique formula that primarily considers every state’s formula child count (i.e., the number of children ages
5-17 in each school district in families below the poverty level) and its “expenditure factor” (i.e., their
average state and local per pupil expenditures for public K-12 education). Final state allocations are then
determined based on available annual funding for Title | and adjustments within each formula that
account for “hold harmless” requirements (i.e., minimizing annual funding reductions for locals), minimum
allocations for small states, and districts with higher concentrations of child poverty. (36) (37) (38)

States must use these same counts above to distribute their Title | dollars to local districts, and
districts award funds to schools based on each school’s concentration of students in poverty.
States and districts can hold some Title | funds for administration and school improvement activities. To
receive funds, districts and schools must also have formal plans for how they intend to spend Title |
funds, coordinate those efforts with other federal programs, and boost student achievement. (35) (34)

Tennessee receives less Title | funding per low-income child than most other states. In FY 2019,
Tennessee’s Title | allocation amounted to about $306 per pupil — on par with the national average. (10)
(39) However, this amounted to about $1,500 per child ages 5-17 in poverty — less than all but nine other
states (Figure 4). (10) (40) (39)
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Figure 4. Tennessee Received About $1,500 in Title | Funding Per
Low-Income Child in 2019 — Less Than All But 9 Other States

Every Student Succeeds Act Title |, Part A Funding by State (Federal FY 2019)
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Source: The Sycamore Institute’s analysis of information from the U.S. Department of Education and the U.S. Census
Bureau (10) (40) (39)

What’s Required?

To receive Title | funds, each state must establish its own statewide continuum of academic
standards, assessments, accountability measures, and targeted school support. States document
compliance with these standards in a consolidated state plan that addresses strategies associated with
other federal ED funding (i.e., other ESSA parts, IDEA, and CTE). (41)

e Standards — Every state must establish “challenging academic standards.” ESSA bars the
federal government from mandating any specific standards or curriculum. (41) (42) (43)

e Assessments — Each state must administer annual tests aligning with their academic standards
and measuring proficiency and growth. There are specific parameters for what subjects students
must be tested on and when (discussed later), but ESSA prohibits the federal government from
prescribing any specific test or test items. (41) (44) (42) (43)

e Accountability — Each state must issue an annual report card and establish an accountability
system to measure and “meaningfully differentiate” each school’s performance. The system must
also include a method for identifying at least three categories of schools needing additional
support to improve performance. (41)

e School Support — States must use their accountability systems to identify schools needing
support to improve. (41)

¢ Fiscal Requirements — To receive Title | funds, the state, local school districts, and schools

must meet several spending requirements. Maintenance of effort, “supplement, not supplant,” and
comparability of services provisions ensure federal funds add to rather than replace state and
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local dollars at Title | schools. To check compliance, the federal government requires
documentation and written assurances. (45) (46)

e Reporting — Many of the requirements associated with Title | relate to reporting. To fulfill the
requirements above, states must report extensively on how they’re carrying out the specified
activities. For example, the consolidated plan discussed above must describe how the state
intends to meet the standards, assessment, accountability, and support requirements. Each year,
states must also submit reports to ED that assure compliance with federal rules, provide links to
things like state report cards, and report data on items like the use of funds and the number of
districts carrying out certain activities. (47)

Individuals with Disabilities Education Act (IDEA)

Before the pandemic, Tennessee received almost $250 million for K-12 under the Individuals with
Disabilities Education Act (IDEA).

What’s It For?

IDEA funding offsets the additional costs of providing an appropriate education to students with
disabilities. In the 1970s, officials nationwide increasingly recognized that students with disabilities were
not receiving the services and resources they needed to benefit from public schooling. State disability
education laws and court decisions began to address that gap, but states often did not have the
resources to fulfill their new responsibilities. Through the IDEA’s predecessor law, the federal government
bolstered existing laws and funding for educating children with disabilities. (48)

How Is Funding Distributed?

States receive funding based on each’s current share of the population ages 3-21, those in that
age range in low-income families, and a legacy count of students with disabilities. WWhen available
federal funding for IDEA is the same or more than in the prior year, each state gets what it received in FY
1999, based on each state’s number of eligible students with disabilities in 1999. Then, 85% of the
remaining funds are distributed based on each state’s share of individuals ages 3-21 and the other 15%
on current counts of those 3-21 in poverty. States’ allocations are then distributed to local school districts
in the same way. (49)

Tennessee receives more per child served than most other states. Our state serves about 120,000

kids ages 3-21 each year under the IDEA. (50) In FY 2019, Tennessee’s allocation amounted to about
$1,900 for each of these children served — the 11" highest amount in the country (Figure 5). (10) (50)
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Figure 5. Tennessee Received About $1,900 in IDEA Funding Per

Child Served in FY 2019 — More Than All But 10 Other States
IDEA Part B Funding Per Eligible Child Ages 3-21 Served (Federal FY 2019)
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IDEA is the Individuals with Disabilites Education Act.
Source: The Sycamore Institute’s analysis of information from the U.S. Department of Education (10) (50)

What’s Required?
To receive IDEA funds, states must follow specific rules in identifying and evaluating students
with eligible disabilities for specialized educational services. Examples include:

e Free Appropriate Public Education — The IDEA requires that schools provide eligible children
with individualized services at no cost, also known as a “free appropriate public education” or
FAPE. To fulfill this requirement, schools must identify eligible children and create an
individualized education plan (IEP) to determine each child’s needs. (51)

Over time, the legal parameters for providing a FAPE have been revisited and refined by the U.S.
Supreme Court (SCOTUS) and lower courts. For example, SCOTUS decisions have concluded
that a FAPE must include enough services for a child to get educational benefits and make
progress but doesn’t necessarily have to maximize an eligible child’s potential. (52) (53)

o Eligibility — The IDEA is specific about which children are eligible for the rights and guarantees
the law affords. They must both 1) have a disability in at least one of 13 specific categories and 2)
require special education and other services to benefit from schooling. (54)

¢ Individualized Education Plans — IEPs serve as the vehicle for identifying each eligible
student’s needs. Federal law and regulation lay out very specific requirements for how to
formulate an IEP, who must be involved, and what it must include. (49) (51) (55)

o Least Restrictive Environment — The IDEA also requires states to make every effort to educate
children with disabilities alongside those without (i.e., in the least restrictive environment possible).
To fulfill this requirement, school districts must provide a continuum of educational settings and
support services to ensure eligible children receive a FAPE in the least restrictive environment for
their needs. (49) (51)

The Sycamore Institute



e Complaint Processes — The IDEA lays out processes to ensure that eligible students can
exercise their right to a FAPE. States and local school districts must follow detailed procedures
when a child’s family files a complaint. Depending on the nature of the complaint, districts must
also provide for an independent evaluation of a child, engage in mediation, and provide due
process hearings. (49) (56)

¢ Fiscal Requirements — Similar to Title I, the state, local school districts, and schools must meet
maintenance of effort and “supplement, not supplant” requirements to receive IDEA funding. (49)

Federal Financial Assistance

Several broader requirements also apply to the receipt of any federal education dollars. Many of
these types of broad requirements are often said to apply to “federal financial assistance” (FFA). (57) (58)

o Title VI of the Civil Rights Act of 1964 bars discrimination based on actual or perceived race,
color, or national origin. This means that any activity funded by the federal government cannot
discriminate against, exclude, or deny program benefits based on these characteristics. In the
education setting, this applies to everything from discipline and grading to athletics and class
assignment. It also extends to providing language services to students and parents who don’t
speak English. (59) (60) (61) (62)

o Title IX of the Education Amendments of 1972 prohibits discrimination based on sex in
education programs and activities that receive FFA. Like Title VI requirements, it extends to all
aspects of the K-12 experience. (61) (63) (64)

e Section 504 of the Rehabilitation Act of 1973 bars discrimination against individuals with a
disability. In the educational setting, for example, it requires recipients of FFA to meet the needs
of students with disabilities to the same extent as the needs of other students. (61) (65) (66) (67)

o Title Il of the Americans with Disabilities Act (ADA) prohibits state and local governments
from discriminating based on disability. In schools, for example, it bars state and local
governments from segregating or denying services to students with disabilities. There are
numerous nuanced ways in which both Section 504 and the ADA provide protections to students
with disabilities in addition to and/or outside of IDEA requirements. (65) (67)

e The Age Discrimination Act of 1975 prohibits discrimination based on age in programs
receiving FFA. (61)

¢ The Equal Educational Opportunities Act of 1974 requires that school districts help non-
English-speaking students participate equally in education programs. (68)

o The Family Educational Rights and Privacy Act (FERPA) creates privacy safeguards for
student records for any entity receiving federal education dollars. The law and its associated
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regulations and guidance lay out who has access to education records, under what conditions,
and the procedures that must be followed. (69)

e The Boy Scouts of America Equal Access Act requires that any entity receiving FFA through
ED allow specific organizations the same access to public school facilities as other activities.
These include Boy and Girl Scouts, Boys and Girls Clubs, Big Brothers Big Sisters, Future
Farmers of America, and other federally-defined “patriotic and national organizations.” (70) (71)

Constitutional Requirements

With or without federal funding, the U.S. Constitution can sometimes require things of state and
local governments that affect how they manage K-12 education. One of the more significant is the

U.S. Constitution’s 14th Amendment, which bars states from denying anyone equal protection of the laws.

This served as the early basis for legal rulings barring school segregation and other racial discrimination
in school settings (i.e., Brown v. Board of Education). The 14th Amendment continues to serve as a basis
for refining school responsibilities for students and families from protected classes (i.e., disability, national
origin, race, religion, and sex). See the following citations for examples: (72) (73) (74) (75).

How Federal Requirements Are Decided

Federal requirements can evolve via every available policy tool across all three branches of the
federal government — from the law to the courts to administrative guidance. These requirements
are spelled out in the Constitution or federal law or the product of executive and/or judicial interpretations
of constitutional and statutory provisions. Federal agencies often determine how broad FFA requirements
apply to specific program funding areas. (57) Together, this means that requirements affecting K-12
education often change over time based on actions and interpretations across all three federal branches.
For example, one presidential administration may interpret the meaning and reach of anti-discrimination
requirements differently than another and issue regulations and/or sub-regulatory guidance (e.g., policy
memos, program performance reviews) accordingly.

Recent Tennessee Tensions with Federal Requirements

In recent years, Tennessee’s actions or preferences related to K-12 education have at times
conflicted with current or proposed federal policy. This section highlights the two most significant.

Title | Assessments

Although ESSA does not require specific tests or test content, it does lay out a precise regime for
what subjects must be tested and when (Figure 6). For example, all 3rd- 8th graders must be tested
each year in reading and math, and high schoolers must be tested at least once in those subjects before
graduating. All students of the same grade level must also take the same test to allow for school
comparisons — with some accommodations and/or exceptions for students with cognitive disabilities and
English language learners. (76)
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Figure 6. To Receive Federal Title | Funding, States Must Administer

At Least 17 Different Academic Assessments Each Year
Required Annual Tests by Grade and Subject under Title | of the Every Student Succeeds Act (ESSA)
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Source: Adapted from the Congressional Research Service (76)

Tennessee has struggled to meet some of these assessment requirements but has proposed
changes to bring the state into compliance. For example, Tennessee’s academic standards allow for
two different series of high school courses for math and English (e.g., Integrated Math 1, II, and Il or
Algebra | and Il and Geometry) and tailor its annual assessments to these different paths. In 2021, ED
concluded that this approach violates ESSA’s requirement that all students in the same grade take the
same tests and conditioned the state’s continued receipt of Title | dollars on correcting the issue. (77) (78)
The state proposed an approach to address ED’s concerns without making substantive changes to the
assessments, but it was rejected in June 2023. (79) This was one of several compliance issues ED raised
in its 2021 review — all of which the state is working to address with proposed changes to its federal plan.
(80) (81)

Title IX and Gender Identity

Over the last two years, the Biden administration has proposed new rules under Title IX regarding
transgender students. Following a 2021 executive order by President Biden, both ED and USDA have
proposed changes to Title IX requirements that would affect states’ eligibility for both agencies’ K-12
funding — including explicitly extending the law’s protections to gender identity and sexual orientation.
(82) (83) (84) (85) (86) Together, these changes would, for example, prohibit schools from banning
participation in sports based on gender identity alone or requiring sex-specific bathrooms. To date, these
proposed changes have not taken effect. (87)

During this same time, Tennessee sued the Biden administration over both proposals and passed
new laws at odds with the proposed federal requirements:

e Legal Challenges — Tennessee was one of 20 states to challenge an ED proposal and one of
22 to sue over the USDA proposal. (88) (89) In these cases and other statements of opposition,
the state charges that the Biden administration’s expanded interpretation is executive
overreach. (91) (92) (93) (94) (95) (96) (97) (98)
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¢ New State Laws — Meanwhile, under new state laws passed in 2021 and 2022, local school
districts must determine school sports eligibility based on students’ sex at birth or risk losing state
K-12 funding. (99) (100) (101) At the time they were considered, the legislature’s Fiscal Review
staff did not expect those laws to affect federal funding. (102) (103) However, the cost estimate
for a more recent 2023 change defining “sex” throughout Tennessee law as that recorded at birth
noted that it could possibly jeopardize federal funding across state government — including all of
the Tennessee Department of Education’s (TDOE) federal funds. (104) (105)

The Future of Federal K-12 Funding: Considerations and Trade-Offs
This section identifies — in no particular order — 11 potential trade-offs and considerations associated
with federal dollars, the requirements attached to those funds, and/or what would happen if Tennessee
rejected those dollars.

1. No state has ever rejected federal K-12 dollars, so much is unknown.

There are more questions than definitive answers about what rejecting federal K-12 dollars could
mean for Tennessee’s obligations because no state has ever done so. Policymakers in at least two
other states — Oklahoma and South Carolina — have reportedly broached the idea recently. However,
neither has taken any formal action, so there’s no precedent on which to make predictions about what
issues and challenges our state could face.

2. Many of the requirements attached to federal dollars align with state policymakers’ goals
and/or are integrated into the state’s own requirements.

Tennessee’s goals have often aligned with federal goals, and many state laws and regulations are
comparable to or adapted from federal ones. For example, Tennessee began administering state
assessments in 1988 — before federal testing requirements existed. (106) (107) Meanwhile, state law
and regulation:
e Requires an accountability and school grading system akin to the accountability system required
by Title I. (108) (109)
e Adopts the federal nutrition program regulations by reference and conditions any state money for
nutrition on meeting national nutritional standards and program eligibility requirements. (110)
(111)
e Creates an Office for Civil Rights within TDOE to adjudicate and enforce federal civil rights
complaints and requirements. (112)

e Adopts much of IDEA and its regulations by reference. (113) (114)

3. Federal requirements provide assurances and an extra layer of accountability important to
many children and their families.

Federal laws guarantee certain rights to the populations discussed earlier and lay out formal
processes for adjudicating complaints. These processes detail who can file complaints, when, where,
and the steps to follow as the complaint is investigated and resolved. (115) (116) (57)

Federal requirements also guarantee an additional layer of oversight beyond the state’s
processes. Complaints can be filed locally or with the Offices of Civil Rights (OCR) in either TDOE or ED,
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and in most cases, claims can also be filed in federal court. (115) (116) (57) Since 2012, for example,
ED’s OCR helped resolve at least 95 cases involving 47 Tennessee school districts. Over 90% of the
cases were related to disability discrimination and accommodations involving things like facility
accessibility issues, allegations of harassment, and failing to fulfill a student’s IEP. (117) Another 152
cases were under investigation as of October 2023. (118)

Some requirements first arose in response to discriminatory and exclusionary state practices,
leading some stakeholders to fear what may happen if they no longer apply. (119) As discussed
earlier, many of these laws came out of the civil rights movement at a time of rampant racial
discrimination and school segregation. Meanwhile, the IDEA was largely established because children
with disabilities often were learning in isolated settings, not receiving any special education services, or —
in some cases — excluded from public schools altogether. (48) Students and families in these protected
classes may worry that such practices could return in the absence of federal oversight. (120)

Tennessee has rules and complaint processes that could continue, but it has not been made clear
that they will. Public statements and press releases have generally focused on the burden of federal
mandates and restrictions with little if any reference to what rules and protections state policymakers
might want to preserve. (121) (122)

4. Tennessee has to adapt when federal requirements change.

ESSA — passed in December of 2015 — included substantive changes from the law it replaced,
the No Child Left Behind (NCLB) Act. ESSA is widely regarded as being less prescriptive than NCLB —
eliminating many of the old law’s specific requirements and providing states with new flexibilities. It also
includes provisions like identifying schools that need targeted assistance, engaging stakeholders in
planning, limiting the number of students taking alternative tests, and expanding the number of school
accountability measures. (123) (124)

When the federal government pivots like this, Tennessee must as well. In this case, that meant
deciding how to act on both new flexibilities and new requirements. For example, Tennessee had
finalized its prior strategic plan for K-12 education in October of 2015, just weeks before ESSA was
passed. As a result, the state revisited some of its policies to use the new flexibilities and comply with the
new mandates — including for assessments, accountability, and school support. (125)

5. The federal government hasn’t always fully funded its commitments.

Some federal K-12 dollars are specifically meant to offset the additional costs of meeting federal
requirements, but funding levels haven’t always lived up to promises. For example, the IDEA
authorizes federal funding to cover up to 40% of the excess costs associated with providing students with
disabilities the services guaranteed in the law. However, the IDEA has never been funded at this amount.
As of FY 2019, actual federal IDEA funding represented only about 14% of the estimated excess cost.
(48) (126)
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6. If Tennessee rejected federal dollars, the state would have to work out many details to
ensure a smooth transition for districts.

Federal money and guidelines are woven into all levels of Tennessee’s K-12 system, so the state
would likely need a thoughtful transition plan to minimize confusion for districts. Districts are
already facing big changes from the switch to the state’s new school funding formula and the end of
supplemental federal funding related to COVID-19. Examples of questions that policymakers may want to
consider or answer include:
e How much federal funding would Tennessee replace with its own dollars?
¢ Would those dollars be allocated in the same ways that federal dollars currently are? Or would
they flow through the state’s existing school funding formula?
e Would state replacement dollars affect local funding requirements?
¢ What federal requirements would Tennessee maintain for school districts?
e How would state law and regulation need to change to accommodate those maintained or
modified requirements?
¢ How would using state dollars affect the redistribution of taxpayer dollars across the state?

7. The days of historically large surpluses may be over, but Tennessee likely still has room in
the budget to replace federal funding at the expense of other potential investments.

While tax revenues are currently below expectations, FY 2024 spending decisions left room in the
budget to replace federal K-12 funds with recurring state dollars beginning in FY 2025. An
estimated $2.2 billion? in recurring revenues are available before any additional revenue growth for the FY
2025 budget. This would be more than enough to cover the $1.1 billion the state typically receives for K-
12 education and the about $1 billion needed to fund annual routine cost increases (e.g., state employee
salaries and benefits, student growth, and inflationary cost increases).

Tennessee had historically high budget surpluses over the last several years, but those have
ended — at least for now (Figure 7). After two years of unprecedented year-end surpluses, revenues
fell about $330 million short of FY 2023 expectations and almost $50 million short in the first two months
of FY 2024. (127) (128)

However, using state dollars to replace federal funds comes with opportunity costs — that is, the
inability to use that money for other purposes. Replacing federal dollars with state funds could
maintain overall K-12 and state budget spending levels and effort. Alternatively, maintaining federal
dollars would keep state funds freed up for other investments — either in K-12, other spending priorities,
or tax cuts — or to maintain normal growth in other programs if revenue growth slows. For context, an
additional $1.1 billion for K-12 would exceed the historically high $750 million recurring increase approved
for the FY 2024 implementation of the state’s new funding formula.

2 An estimate based on the following information: The FY 2024 budget allocated about $2.6 billion in
expected recurring revenues for one-time purposes — leaving these revenues unallocated for FY 2025.
Revenues fell about $330 million short of FY 2023 expectations. (128) Another $18 million in recurring
revenues were appropriated during the August 2023 special session. (161)
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Figure 7. Tennessee’s Revenue Collections Fell Short of Expectations

in FY 2023 After Years of Historic Budget Surpluses
Year-End Unappropriated Surpluses (FYs 2014-2023)

$2.6B

-$330M

FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

FY 2023 represents an estimate based on legislative testimony.
Sources: FYs 2016-2024 state budgets and legislative testimony (127) (128)

8. If rejected, much of Tennessee’s federal education funding would probably go to other
states.

The ED funding formulas would likely redirect any rejected money to other states. All federal dollars
for ED-funded programs are distributed to states based on a formula. If Tennessee rejected some or all of
the almost $700 million it receives from these programs, those funds would not result in federal taxpayer
savings unless Congress reduced its funding amounts by the same amount. While possible, it seems
more likely that those funds would instead be redistributed to other states.

9. Federal requirements create administrative burdens that may or may not still exist if
Tennessee rejected federal dollars.

Rejecting federal dollars could eliminate some administrative costs associated with fulfilling the
cascade of reporting requirements for the state and local school districts. Certainly, state officials
would likely no longer have to fulfill most or all of those requirements. The difference in administrative
burden for local school districts, however, is less clear. That would depend on how rejecting federal
dollars changes what the state requires of them. For example, state laws already require numerous plans
and reports from districts. (129) (130) (131) (132) (133) (134) (135) (136) (137) The state would likely also
replace some federal requirements with its own, which would come with continued reporting and
oversight for districts.

10. Many federal requirements could still apply to Tennessee schools even if the state
rejected federal K-12 dollars — creating questions that would likely be resolved in court.

Because of its broad application, the requirements tethered to federal financial assistance could
still apply depending on the scope of the state’s rejection of any federal dollars. For example, in FY
2019, 72 Tennessee school districts received $60 million directly from the federal government (i.e., not
through the state). (138) In addition to these sums, there may be other, less obvious ways that schools
receive or benefit from federal assistance (e.g., TennCare reimbursement for certain services provided in
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school, Department of Defense funding for Jr. ROTC) that could continue to trigger FFA-associated
mandates.

Some requirements and protections for students with disabilities and English learners would also
remain in effect, but what that would functionally mean for schools is not clear. The 14"
Amendment, the Equal Educational Opportunities Act, and the Civil Rights Act of 1964, for example,
together require that schools ensure students with limited English proficiency can participate fully. (139)
The Americans with Disabilities Act (ADA) also provides broad protections to individuals with disabilities
that are not tied to receiving federal funds. While these laws guarantee access to certain services, there
are outstanding questions about how these guarantees would affect school obligations without the more
specific requirements tied to federal funding. (140) (119)

Tennessee schools would also continue to have obligations under the U.S. Constitution. As
discussed above — through the 14" Amendment — states must still provide equal protection of the laws
and due process. This has, for example, translated to court-ordered obligations outside of FFA that affect
how schools serve and treat students from protected classes. (141) (142) (72) (73) (74) (75) (48) (143)

Questions about what requirements apply when and how in Tennessee would likely be worked out
in court. Even with federal requirements clearly in place, the contours of what schools must do and
provide and under what laws are often resolved through the court system. See the following citations for
examples from Tennessee: (144) (145) (146) (147) (148) (149) (150) (151) (152) (153) (154) (155) (156).
If the rules that come with federal dollars no longer apply, Tennessee and its school systems would
almost certainly face additional lawsuits to clarify what other requirements apply and when.

11. It is unclear if Tennessee would still get federal education aid to weather recessions and
how quickly the state could reverse course if policymakers changed their minds.

If Tennessee rejected federal K-12 dollars, it’s not clear if the state could access education funds
during recessions, when supplemental dollars are often made available. During and after the Great
Recession, for example, TDOE'’s federal revenues grew to $1.5 billion and 30% of the department’s
budget (Figure 8). This was a critical resource for plugging holes in the state budget during and after the
Great Recession. These amounts were even greater during and after the COVID-19 pandemic (Figures 2
and 8).

There are also questions about how quickly the state could re-access federal dollars after
rejecting them should policymakers change their mind. For example, how long would the federal
government give Tennessee to come back into compliance with its requirements before dispersing funds?
Could Tennessee still meet fiscal maintenance of effort and “supplement, not supplant” requirements if it
withdrew any state funding it had previous used to replace the rejected federal dollars?
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Figure 8. In Recent History, the Federal Government Has
Supplemented K-12 Funding to Help States Weather Recessions

Federal Revenues for the Tennessee Department of Education (FYs 1990-2022)
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Notes: To allow comparability across years, excludes Tennessee Early Intervention Services. Inflation-adjusted
numbers are in 2022 dollars using the GDP Price Index. Source: The Sycamore Institute’s analysis of information
from the FYs 1992-2024 Tennessee State Budgets, the Bureau of Labor Statistics, and the Tennessee Department of

Education (127) (157) (158)

Parting Words

Tennessee policymakers are examining the state’s use of federal school funding, the associated
requirements, and what it could look like to reject some or all of that money. These are largely uncharted
waters. The dollars are not insignificant, and the stakes— ensuring an adequately funded public
education system that meets students’ diverse needs — are high. Many of the questions that remain
unanswered would likely not be resolved without litigation. Policymakers will want to carefully consider all
angles and weigh the many trade-offs as they explore potential paths forward.
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Appendix Table 1. Tennessee’s FY 2019 Funding Allocations from Major Federal K-12 Programs
by Federal Agency

Federal Law

Program

U.S. Department of Education

ESSA
Title I-A

ESSA
Title I-B
ESSA
Title I-C

ESSA
Title I-D

ESSA
Title 1I-A

ESSA
Title llI-A

ESSA
Title IV

ESSA
Title IV

ESSA
Title V-B

ESSA
Title V-B

ESSA Title IX/
McKinney-Vento

IDEA

Perkins

Improving Basic Programs Operated by
Local Educational Agencies

Grants for State Assessments

Migrant Education Program — State Grants
Prevention and Intervention Programs for
Children and Youth Who Are Neglected,
Delinquent, or At-Risk

Supportive Effective Instruction State Grants
English Language Acquisition

215t Century Community Learning Centers

Student Support and Academic Enrichment
State Grants

Rural and Low-Income Schools Program
Small, Rural School Achievement Program
Homeless Children and Youth Education

Special Education Grants to States

Career and Technical Education State
Grants

FY 2019

$309.7M

$7.2M

$1.4M

$0.3M

$36.5M

$6.2M

$22.9M

$20.9M

$4.6M

$0.1M

$1.6M

$249.3M

$25.4M

Description

To supplement funding for schools with high concentrations of low-
income students towards closing achievement gaps

To support state assessment development and administration

To supplement funding for the education of migratory children

To meet the needs of neglected or delinquent youth in residential
institutions or day programs who are transitioning back into school
or employment or at risk of dropping out

To improve teacher and school leader effectiveness
To enhance opportunities for English learners and immigrant

children

To support community-based learning centers support and
enrichment opportunities outside normal school hours

To increase capacity to provide a well-rounded education, improve
school conditions, and adopt new technologies

To supplement federal, state, and local funding for low-income, rural
districts

To supplement federal, state, and local funding for small, rural
districts

To support the special needs of educating homeless children

To help with the excess costs of educating children with disabilities

To develop and implement career and technical education programs
in secondary and post-secondary settings

Sources

(9) (10)
(1
(9) (10)
(11)

(9) (10)
(1)

(9) (10)
(11)

(9) (10)
(1
(9) (10)
(11)

(9) (10)
(1)

(9) (10)
(11)
(9) (10)
(1
(9) (10)
(11)

(9) (10)
(1

(9) (10)
(1
(9) (10)
(11)
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https://oese.ed.gov/offices/office-of-formula-grants/school-support-and-accountability/title-i-part-a-program/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443046&inline=true
https://oese.ed.gov/offices/office-of-formula-grants/school-support-and-accountability/grants-for-state-assessments/
https://oese.ed.gov/offices/office-of-migrant-education/migrant-education-program/
https://www.tn.gov/education/districts/federal-programs-and-oversight/elementary-and-secondary-education-act-esea/essa-title-i.html
https://oese.ed.gov/offices/office-of-formula-grants/school-support-and-accountability/prevention-intervention-programs-children-youths-neglected-delinquent-risk/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443057&inline=true
https://oese.ed.gov/offices/office-of-formula-grants/school-support-and-accountability/instruction-state-grants-title-ii-part-a/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443048&inline=true
https://oese.ed.gov/offices/office-of-formula-grants/school-support-and-accountability/english-language-acquisition-state-grants/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443049&inline=true
https://oese.ed.gov/offices/office-of-formula-grants/school-support-and-accountability/21st-century-community-learning-centers/
https://www.tn.gov/education/districts/instruction/extended-learning.html
https://oese.ed.gov/offices/office-of-formula-grants/safe-supportive-schools/student-support-and-academic-enrichment-program/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443052&inline=true
https://oese.ed.gov/offices/office-of-formula-grants/rural-insular-native-achievement-programs/rural-education-achievement-program/rural-and-low-income-school-program/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443053&inline=true
https://oese.ed.gov/offices/office-of-formula-grants/rural-insular-native-achievement-programs/rural-education-achievement-program/small-rural-school-achievement-program/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443053&inline=true
https://oese.ed.gov/offices/office-of-formula-grants/school-support-and-accountability/education-for-homeless-children-and-youths-grants-for-state-and-local-activities/
https://eplan.tn.gov/documentlibrary/ViewDocument.aspx?DocumentKey=1443054&inline=true
https://www2.ed.gov/programs/osepgts/index.html
https://www.tn.gov/education/districts/federal-programs-and-oversight/idea.html
https://www2.ed.gov/programs/ctesbg/index.html

Federal Law

National School
Lunch Act

National School
Lunch Act

Annual
Appropriations

National School
Lunch Act

Program

National School Lunch Program?®

State Administrative Expenses for
Child Nutrition

Child Nutrition Equipment
Assistance

Fresh Fruit and Vegetable Program

FY 2019

$403.3M

$3.4M

$0.7M

$3.4M

Description

Reimburses schools for a portion of the costs of serving breakfast and
lunch

To support state supervision and support of local school districts’
implementation of child nutrition programs

To purchase equipment to serve meals in the National School Lunch
Program

To provide free fresh fruits and vegetables in schools

Sources

(9 (12)
(13) (14)

(9) (15)

(9) (16)
(17)

(9) (15)

More
Info

U.S. Department of Agriculture

usSb
DO

>

m

usSD

>

USDA

USDA

Notes: Excludes one-time grants. Totals represent federal allocations to Tennessee — not actual expenditures — and should not be compared with amounts
reported in state budget documents. ESSA is the federal Every Student Succeeds Act. IDEA is the Individuals with Disabilities Education Act. CTE is career and
technical education. ESSER is pandemic-related Elementary and Secondary School Emergency Relief. Excludes federal allocations related to preschool and

infants.

" Inclusive of the School Breakfast Program, the Summer Food Service Program, and the Seamless Summer Option.
Sources: Tennessee Department of Education, U.S. Department of Education, U.S. Department of Agriculture, and USASpending.gov (9) (10) (11) (12) (13) (14)

(15) (16) (17)
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https://www.fns.usda.gov/cn
https://www.tn.gov/education/districts/health-and-safety/school-nutrition.html
https://www.fns.usda.gov/part-235%E2%80%94state-administrative-expense-funds
https://www.fns.usda.gov/nslp/fy-2019-nslp-equipment-assistance-grants-for-school-food-authorities
https://www.fns.usda.gov/ffvp/fresh-fruit-and-vegetable-program

