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DC’s education budget should provide traditional
public schools and public charter schools with the
resources they need to enable all students to meet
academic performance standards and thrive.
High-quality public education can boost the
District’s long-term economic future and help
students achieve their goals, including economic
success. When a student graduates from high
school college- and career-ready, they are on right
side of the dividing line between people who have
an opportunity to obtain economic security and
people who will likely be exposed to jobs that are
volatile and low paying.

Yet, for years District lawmakers have approved
education budgets that fail to provide adequate
resources to meet the needs of the 94,603
students that show up to school eager to learn
every day.' The education budget appears to be
built largely around spending constraints—how
much revenues are rising and other priorities—
rather than on what is really needed.

The consequences are clear:

e The education budget is consistently
below the recommended level in the DC
Education Adequacy Study (Adequacy
Study)—the cumulative gap over the past

seven fiscal years is over $740 million
dollars.>’

e The education budget has failed to grow
in pace with rising personnel costs in two
of the last three fiscal years.

e District of Columbia Public Schools
(DCPS) cannot fully fund its staffing

model without supplanting funds intended
for students who are considered “at-risk™
of academic failure.*®

e Many schools in Wards 7 and 8 are facing
budget cuts of five percent or more this
yeat, a violation of DC Code.®”’

e Some public charter school teachers are
not paid a living wage.*

e The District has not updated the
Adequacy Study in over five years and has
not taken yearly steps to estimate the true
cost of education in the city.

Policymakers can, and should, build a better
budget. The Mayor, the Deputy Mayor for
Education (DME), DC Council, and DCPS have
a role to play in securing an adequate education
budget and distributing funds equitably.

In the short-term:

e The Mayor should tie the annual Uniform
Per-Student Funding Formula (UPSFF)
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percent increases to rising personnel costs
and inflation.

e The Mayor and DC Council should
commit to a plan to close the seven
percent gap between current funding and
the recommendations of the Adequacy
Study over the next two fiscal years, or by

fiscal year (FY) 2022.

e The city should provide stabilization
funds to DCPS schools with declining
enrollment to maintain each school’s base
funds at 95 percent of the previous year’s
base funds.

e DCPS should establish internal controls
to ensure at-risk funding is supplemental
to each school’s base funding.

e The DC Council should amend the
School Reform Act to establish a
minimum living wage salary for public
charter school teachers.

In the long-term:

e The Mayor and DC Council should
ensure that UPSFF funding is equal to or
greater than the outdated Adequacy Study
recommendation adjusted for inflation
plus any contractual increases to teacher
compensation. When adjusting for
inflation, policymakers should use the
Consumer Price Index (CPI) inflation
measure to project increased costs for
non-personnel expenses and the
Employment Cost Index (ECI) inflation
measure to project increased costs for
personnel expenses.

e The DME should reexamine the cost of
providing an adequate public education
every five years.

e DCPS should implement a staffing model,
with fidelity, that ensures equitable
programming at small and declining
enrollment schools.
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Background: School Budgets are Built on
a Formula

The District allocates local revenue to DC public
and public charter schools through the UPSFF.
The formula starts with a foundation amount per
student (or base). The foundation for school year
(8Y) 2019-20 is $10,980—with adjustments by
grade level. The UPSFF for a three-year old
prekindergarten student, for example, is 34
percent above the base foundation, reflecting the
higher cost of smaller class sizes for DC’s
youngest students. The UPSFF also has
supplemental weights to reflect the added costs of
serving students in special education, students
considered ““at-risk” of academic failure, and
English Learners (Figure 1).”"

Total local funding for DCPS and each charter
school Local Education Agency (LEA) is
determined by multiplying the foundation level by
the number of students by grade and multiplying
the supplemental weights by the number of
students in those groups. This means that getting
the UPSFF right each year plays a critical role in
supporting an adequate school budget.
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FIGURE 1. THE UPSFF HAS SUPPLEMENTAL WEIGHTS

SY 2019-20 Uniform Per-Student Funding Formula
Base: $10,980

Grade Weight Amount

Pre-K3 1.34 $14,715

Pre-K4 & K 1.30 $14,273
Elementary: 1-5 1.00 $10,980
Middle: 6-8 1.08 $11,858

High: 9-12 1.22 $13,395
Alternative 1.44 $15,810

Adult 0.89 $9,772
Supplements Weight Amount
At-Risk .225 $2,470

English Learners 49 $5,380
Special Education Level 1 .97 $10,650
Special Education Level 2 1.20 $13,175
Special Education Level 3 1.97 $21,630
Special Education Level 4 3.49 $38,318

Source: “2020 Public Education System,” Office of the Chief Financial Officer,” https://cfo.dc.gov/node/1391681.

DC education officials, the Office of the Chief FIGURE 2.

Financial Officer, the Mayor, DC Council, and Nine Elements of the UPSFF
local education experts designed the UPSFF in

1996. The group priced out a basket of goods to

determine a foundation per-pupil cost of an %

adequate education (Figure 2).

School Administration Classroom Teachers Direct Services Nonpersonal Services
and Programs

2290

Central Management Schoolwide Staff  Instructional Support Operations  Other School-Based
Costs

DC FISCAL POLICY INSTITUTE 3


https://cfo.dc.gov/node/1391681

EDUCATIONAL EQUITY REQUIRES AN ADEQUATE SCHOOL BUDGET: STEPS TO FUND EDUCATIONAL SUCCESS IN THE DISTRICT

While the costs associated with each of these
expenses rises each year, the city does not
recalculate the UPSFF each year based on
updated prices for these factors. Instead, the
Mayor proposes a percentage increase in the
UPSFF using a variety of factors, including
expected education cost increases and enrollment
projections, but also non-education factors like
the city’s expected revenues and spending
priotities in other parts of the city’s budget."
Sometimes the Council further increases the
UPSFF during the budget process. If District
lawmakers don’t raise sufficient revenue or
allocate adequate funds to cover rising education
costs, LEAs must make difficult decisions to
balance their budgets, such as hiring fewer staff,
reducing programmatic offerings, or increasing
class sizes.

While local funding makes up the vast majority of
DC’s education operating budget, schools also
receive federal funding, private funding, services,
and personnel from other DC government
agencies. For example, the DC Department of
Transportation employs school crossing guards
and the DC Department of Health provides
nurses to some DC schools.'*"”

There are Several Key Cost Drivers for the
Formula

The education budget makes up 28 percent of the
District’s Local Fund budget in FY 2020, the
largest single item."® Examining and accurately
projecting the education budget’s key cost drivers
are essential to adequately funding the District’s
educational needs. Beyond cost increases due to
enrollment changes, the budget should
incorporate annual increases to the UPSFF driven
by inflation, personnel (the most influential cost
driver), and staffing model costs. In DC’s
bifurcated public school system, both sectors
have a unique set of cost drivers.
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HOW DC FUNDS DCPS AND
EACH CHARTER LEA

The city funds LEAs, more commonly known as
“school districts,” based on the number of
students that are projected to enroll. DCPS, the
city’s “school system of right,” then determines
how much money to allocate to each school using
the Comprehensive Staffing Model (CSM).14 DCPS
implemented the CSM in SY 2008-09 to ensure
that every school, regardless of size, has certain
resources needed for the school to operate, such
as a librarian and an instructional coach. Prior to
the CSM, DCPS funded schools based on the
number of students who were projected to enroll
in each school, also known as “school-based
budgeting,” which is largely used in DC’s public
charter sector.

The city funds public charter schools based on the
number of students that are projected to enroll in
each LEA. The Office of the State Superintendent
for Education (OSSE) conducts an enroliment
audit of all public schools in October. Public
charter LEAs receive adjusted quarterly payments
based on the audit.15

Public charter schools are open and free to all
eligible students living in the District, but many of
the most sought after public charter schools have
prohibitively long waitlists.16 DCPS recognized the
importance of ensuring that students have access
to equitable opportunities in their by-right
neighborhood schools, regardless of the school’s
size or location. For example, DCPS allocates staff
to provide a minimum of 20 academic electives
and six Advanced Placement (AP) courses at all
DCPS high schools regardless of the school’s
size.17

Inflation

Due to natural changes in the economy, costs
grow over time, and it’s imperative the education
budget keeps up. The standard measure of
inflation that policymakers typically use to
estimate inflationary increases to the District’s
budget needs, the Consumer Price Index (CPI),
measures changes in prices for a “market basket”
of goods and services that reflect average
consumption by the U.S. urban population as a
whole. The Employment Cost Index (ECI), is a
specific measure of changes in costs for
compensating workers through wages and fringe



EDUCATIONAL EQUITY REQUIRES AN ADEQUATE SCHOOL BUDGET: STEPS TO FUND EDUCATIONAL SUCCESS IN THE DISTRICT

benefits, such as health premiums and pensions."”
ECI tends to grow faster than CPI in part because
personnel expenses include health care costs,
which are rising far faster than the cost of the
market basket of goods.

Wages and benefits make up a significant share of
education spending. This means that the largest
share of the education budget is rising faster than
standard inflation. Annual adjustments to the
UPSFF should take into account that personnel
costs grow with the ECI, while non-personnel
costs grow with the CPI.

Personnel Costs in DCPS

Factors that drive growth in DCPS personnel
costs include inflation, contractual obligations
with the Washington Teachers Union (WTU), and
performance bonuses. In FY 2020, DCPS
personnel costs are projected to rise by 4.3
percent while lawmakers only increased the
UPSFF by 3 percent (Figure 3). This is the second
time in three years that the UPSFF increase failed
to keep up with rising teacher expenses (Figure 4).

FIGURE 3.

FY 2020 School Funding
Increase Doesn't Keep Up
With Costs

5%

4

Increase in
Per-Teacher Cost

Per-Student Increase

Source: Fiscal Year 2020 Budget & Financial Plan; DCPS School Budget
Allocations
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When the UPSFF grows slower than personnel
costs, schools face budget cuts. In recent years,
these cuts disproportionally affected schools in
low-income, Black neighborhoods.”

These figures actually understate the gap between
recent funding increases and rising DCPS
personnel costs. Greater retention of highly
effective staff resulted in increased personnel
expenses in SY 2018-19, because DCPS pays its
teachers relative to their years of experience and
awards annual $25,000 bonuses for
effectiveness.”’ As a result, DCPS faced a $25
million budget shortfall. The school system
instituted a hiring freeze at its central office and
curtailed employee travel, but the Mayor still had
to reprogram $10 million from other city agencies
to balance the DCPS FY 2019 budget.”> We
should celebrate teacher retention and make the
investments needed to keep effective teachers in
the profession.

Going forward, budget officials should reevaluate
the methods used to project personnel costs to
help avoid future funding gaps. Rising personnel
costs due to inflation, retention, and performance
bonuses should inform the UPSFF on the front
end, so the city does not have to scramble to
balance its budget at the end of the fiscal year.

DCPS Staffing Model and Stabilization Law

It is more costly to educate students in small and
declining enrollment schools than large schools
because small schools cannot take advantage of
some economies of scale that reduce the per-
student costs of educational resources.” DCPS
implemented the CSM in SY 2008-09 to ensure
that every school, regardless of size, has certain
resources needed for the school to operate, such
as a librarian and an instructional coach. Students
who are zoned to attend small or declining by-
right neighborhood schools should have access to
equitable and robust academic programming; the
Mayor and DC Council should consider the
commitment to programmatic equity at small
DCPS schools as a cost driver for DCPS.
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FIGURE 4.

UPSFF Continues to Grow Slower than DCPS Teacher Costs

Year-to-Year Percentage Change in Cost
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Sources

FY 2019 FY 2020

Change in UPSFF

DCPS Budgeted Average Teacher Costs: “School Budget Worksheets,” District of Columbia Public Schools Data Center,

https://www.dcpsdatacenter.com

Change in UPSFF: “Annual Operating Budget and Capital Plan,” Office of the Chief Financial Officer,

https://cfo.dc.gov/page/annual-operating-budget-and-capital-plan

FY 18 UPSFF: "Washington Teachers’ Union Contract Frequently Asked Questions,”
https://mayor.dc.gov/sites/default/files/dc/sites/mayormb/publication/attachments/2017-08-14_ContractFAQ.pdf

The law requires DCPS to provide stabilization
funds to schools with declining enrollment to
maintain each school’s budget at 95 percent of the
previous year’s amount.”* (DCPS did not follow
this law in SY 2019-20, as described below.)
However, stabilization is currently a flawed
safeguard for school budget equity. Schools with
an increased population of English Learners,
students with disabilities, or students who are at-
risk appear to have larger budgets due to
supplementary UPSFF dollars. In order to
implement stabilization meaningfully, DCPS
should ensure no school loses five percent or
more of its current funding from one year to the
next using base funds only.

Public charter schools are not subject to
stabilization laws. In recognition of DCPS’s
unique obligation to operate by-right schools in all
neighborhoods, DCPS should have access to
stabilization funds outside of the UPSFF.

Personnel Costs in DC Public Charter Schools

Public charter LEAs have exclusive control over
setting salaries, and the vast majority of teachers
lack union protections. LEAs can choose how
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they invest their resources: some schools pay
higher salaries and some invest in innovative
programming, while others prioritize small class
sizes or co-teaching.

The city’s education budget should not only keep
up with inflation but also be sufficient to pay all
public school teachers a living wage that supports
professional growth. Yet, an inadequate UPSFF
and the lack of labor protections mean that some
charter school teachers do not make a living
wage.” The average base pay for public charter
school teachers—currently $45,751—is $15,000
below the $60,160 income needed just to afford a
zero- bedroom apartment in DC in 2018 (Figure
5).

The District should amend the School Reform
Act to require the charter sector to pay their
school teachers a minimum salary that is tied to
fair market rent for at least a zero-bedroom
apartment, so that their salaries are sufficient to
cover their basic needs.
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FIGURE 5.

Some DC Public Charter School
Teachers Do Not Earn a Living Wage
Teacher Salary Data Compared to Fair Market Rent in DC

$55,209 $60,160

Average Public
Charter Teacher
Base Salary

Sources:

DCPS Base
Teacher Salary

Fair Market Rent
for 0-Bedroom
Apartment

Average public charter teacher base salary: Author's calculations based on SY 2017-18 public charter schoal
annual reports, "Charter School Annual Reports,” DC Public Charter School Board,

https://dcpesb.org/charter-school-annual-reports.

DCPS base teacher salary: "ET-15 FY 18 Pay Schedule," District of Columbia Public Schools,

https://dcps.de.gov/publication/et-15-fy-18-pay-schedule

Fair market rent: "Out of Reach 2018: District of Columbia,” National Low-Income Housing Coalition,

https://reports.nlihc.org/oor/2018

School Funding Increases in DC Have
Been Uneven and Damaging

Current Funding is Below Expert
Recommendations

In 2013, the DME released a rigorous analysis of
the costs of providing an educational program to
support all students in meeting academic
standards. The Adequacy Study took into
consideration best practices for class sizes,
staffing, teaching supports, and support for
students with special needs.”® The study
recommended a base per-student funding level of
$10,557, or $11,840 when adjusted for standard
CPI inflation. The current FY 2020 base pet-
student allotment is $10,980—about $860, or
seven percent—below the recommended level
(Figure 6). This means that on a system-level, the
base UPSFF falls short of what’s needed to
provide a high-quality education by at least $80
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million dollars.”” Since FY 2014, DC students
have lost out on over $740 million dollars that
would have been included in the education budget
if it kept up with the base recommendations of
the Adequacy Study.”

This gap is even larger when increases in DCPS
teacher costs are considered. In FY 2020, the
average DCPS teacher costs about 20 percent more
than it did in FY 2014, in part because of the 2016
negotiated contract that guarantees higher wages
for teachers.” This compares with an inflation
growth rate of 10 percent since FY 2014. Since
personnel costs have grown faster than standard
inflation, the seven percent adequacy gap is a low-
end estimate of how DC’s education budget is
inadequate. A more accurate estimate would both
account for the higher compensation costs due
contractual teacher salaries, but also growing costs
in recurring personnel expenses using ECI and
non-personnel expenses using CPI.



EDUCATIONAL EQUITY REQUIRES AN ADEQUATE SCHOOL BUDGET: STEPS TO FUND EDUCATIONAL SUCCESS IN THE DISTRICT

FIGURE 6.

DC Lawmakers Have Never Funded the UPSFF to Meet the
Adequacy Study Recommendation, Shortchanging Students

Difference Between Recommendation and UPSFF Level, Adjusted for Inflation
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Source: Author's calculation based on base UPSFF adequacy gap, adjusted for inflation by year and the annual audited public
school enrollment for SY 2013-14 through SY 2018-19 and preliminary SY 2019-20 enroliment.

The Consequences of Inadequacy Harm
Students and Teachers

Under an inadequate budget, DCPS is not
complying with two budgeting laws intended to
protect students who are at-risk or attend small or
declining enrollment schools. First, several
schools are a facing budget cuts of five percent or
more, a violation of DC law. Second, DCPS is
misusing about half of its at-risk funds to cover
staffing that should be guaranteed by the CSM. In
the public charter sector, some public charter
school teachers do not earn a living wage. Until
DC’s education budget is adequate, both school
systems will continue to make inequitable
decisions about teacher salaries, staffing models,
and budget laws meant to provide additional
funding to students who need it most.

Budget Cuts in Low-Income
Neighborhoods

Inadequacy in the education budget has a
disproportionate impact on students who attend
schools in low-income, primarily Black
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neighborhoods. From FY 2019 to FY 2020, 19
schools faced budget cuts of five percent or
higher, a violation of DC law.” Fifteen of the 19
schools are located in Ward 7 and 8, which have
the highest percentages of child poverty in the
District.” These budget cuts compound the
systematic socioeconomic disadvantages east of
the Anacostia River, particularly concentrated
poverty, that are erecting hurdles to the
community’s ability to access opportunity. Until
DC has an adequate education budget, DCPS
should prioritize stabilization funding so schools
do not face further declining enrollment.

DCPS is Misusing At-Risk Funding

DCPS is misusing about half of the money meant
for students considered at-risk of academic failure
to make up for underfunding in the base formula
(Fzgure 7). Students who are at-risk receive an
additional allocation of $2,471 in FY 2020. DC
Council requires DCPS to allocate at least 90
percent of at-risk funding towards school-level

budgets at the schools where at-risk students are
enrolled. DCPS’s at-risk funds must be
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supplemental to each school’s gross budget and
not supplant any UPSFF, federal, or other funds
to which the school is otherwise entitled.”

Yet, the Office of the DC Auditor found that
DCPS misspends its at-risk funds to fund staffing
positions at schools with at-risk students—
positions that other schools receive under their
base funding—rather than use the funds to
supplement services.” The education budget
should be adequate so DCPS can protect
declining enrollment schools and allocate at-risk
funds to at-risk students as intended by law.

In the public charter sector, LEAs are not held to
the same “supplement, not supplant” laws for at-
risk funds. Since most LEAs have few schools, at-
risk funds in the charter sector largely follow the
student, although each LEA has discretion over
how to use the funds.

FIGURE 7.

Half of DCPS “At-Risk” Funds
Will Be Diverted to Other Uses in
FY 2020

M Supplemental Purposes

Diverted

Source: Analysis of Initial 2019-20 allocations by Mary Levy, March 2019
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Unequal Philanthropic Support is
Exacerbating School Inequities

An underfunded UPSFF leads schools to turn to
philanthropy and parent organizations, leading to
inequitable funding. The highest-performing
DCPS and public charter schools spent more pet-
student than they received through the UPSFF,
according to the Adequacy Study. The weighted
per-pupil average with private funding in high-
performing schools in SY 2011-12 was 23 percent
higher than the per-pupil allocation without
private funding.”

Today, DCPS students who attend by-right
schools in wealthier neighborhoods are more
likely to benefit from increased school funding
through parent organizations. Some schools
fundraise for full-time employees and
extracurriculars that are out of reach for public
school students as a whole through the UPSFF.
These extra dollars are likely giving these children
an academic edge, further exacerbating school
inequities.

In the charter sector, the three-year average
philanthropic grants and contributions per-pupil
from FY 2016 to FY 2018 was $941, which ranges
from $0 to $16,272 per student.”

In a public school system, public funding should
be adequate and equitable so students in both
sectors and in every neighborhood attend schools
with sufficient resources and staffing.
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Conclusion and Recommendations

DC’s education budget lacks the intentionality
needed to fix systemic inequities. Yet, DC is a
prosperous city and can take intentional steps to
provide all students with an adequately funded
education. The recommendations of this paper
are common-sense reforms the Mayor, DC
Council, DME, and DCPS can implement to get
the education budget back on track.

In the short term:

The Mayor should tie the annual
UPSFF percent increases to rising
personnel costs and inflation. At a
minimum, the UPSFF should keep up
with inflation and personnel costs. The
current disconnect between rising costs
and annual increases to the UPSFF leads
to forced budget cuts that
disproportionally impact low-income
students attending by-right neighborhood

schools in primarily Black neighborhoods.

The Mayor and DC Council should
commit to a plan to close the seven
percent gap between current funding
and the recommendations of the
Adequacy Study over the next two
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fiscal years. The 2013 Adequacy Study is
the first and only methodologically
rigorous analysis of the costs of providing
an adequate education for all DC students.
Until this study is updated, the Mayor and
DC Council should commit to a two-year
plan to close the seven percent adequacy
funding gap over the next two fiscal years.

The city should create a special
stabilization fund to ensure no DCPS
school loses more than five percent of
its previous year’s budget. Stabilization
is required by law to protect DCPS
students who attend by-right
neighborhood schools with declining
enrollment. In recognition of DCPS’s
unique obligation to operate by-right
schools in all neighborhoods, DCPS
should have access to stabilization funds
outside of the UPSFF. DCPS should
calculate annual budget losses using only
base funds, not the supplemental funds
that are meant to provide additional
targeted assistance to students who are at-
risk, English Learners, or students with
disabilities.

DCPS should ensure at-risk funding is
supplemental to each school’s base
funding. By law, DCPS’ at-risk funding
should not supplant other funding. DCPS
should reform their school allocation
method to ensure schools with higher
percentages of at-risk students are not
losing base funding they are entitled to
under the CSM.

DC Council should amend the School
Reform Act to establish a minimum
living-wage salary for public charter
school teachers. All teachers should earn
a living wage needed to live and afford
basic needs in DC. Since public charter
LEAs have exclusive control over
personnel, legislation is needed to
guarantee that public charter teachers earn

10
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a minimum salary that is at least equal to
what is needed to afford a zero-bedroom
apartment, per the U.S. Department of
Housing and Urban Development’s fair
market rent estimates.

In the long term:

The Mayor and DC Council should
ensure that UPSFF funding is equal to
or greater than the Adequacy Study
recommendation adjusted for inflation
plus any contractual increases to
teacher compensation. Policymakers
should use the CPI inflation measure to
project increased costs for non-personnel
expenses and the ECI inflation measure to
project increased costs for personnel
expenses.

The DME should reexamine the cost
of providing an adequate education
every five years. An updated adequacy
study is needed to update the WTU salary
scale and underlying best-practice research
of the 2013 study.

DCPS should implement a staffing
model, with fidelity, that ensures
equitable programming at small and
declining enrollment schools. DCPS is
in the process of reforming the CSM. The
new model should retain the commitment
to provide robust educational
programming at all neighborhood by-right
schools.
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