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SB 57 corrects a flaw in the school funding law as it applies to charter schools with fewer than 150 students.  Current law results in these charter schools receiving 30% to 45% less state funding than neighborhood schools of their same size.  SB 57 funds these charter schools at a per-child rate closer to that of average, urban elementary schools.
Charter schools are public schools that provide valuable education options to Alaska families.  They increase learning opportunities and encourage parent and community involvement in our schools.  Charter schools are designed and managed by parent-elected boards, under contract with their local school district.  In 1995, the legislature passed Alaska’s initial charter school law, authorizing local school districts to approve charter schools in their communities.  However, the funding system has limited communities’ ability to use the law to create and sustain these innovative programs.
SB 57 solves the funding problem in an equitable, fiscally responsible manner.  It will support our schools and districts as they carry out the legislature’s intent in creating the charter school law.
The Current Funding System
The root of the problem is the way the foundation formula calculates the “adjusted student count” for charter schools versus neighborhood schools.  
The adjusted student count is the basis of state funding for all schools in Alaska.  The funding a school district receives is calculated by multiplying the adjusted student count by the district cost factor, the special needs factor and, finally, by the dollar amount in the base student allocation.

The adjusted student count is determined by the school size formula in AS 14.17.450.  The formula recognizes that economies-of-scale make it less expensive to operate a large school than a small school.   Therefore, the enrollment of small schools is increased by a factor much higher than the adjustment for large schools.  For example, the enrollment of a school with 75 students is adjusted to 123, a school with 400 students is adjusted to 472, and a school with 1,000 students is adjusted to 1,004.  
Charter schools with an enrollment of less than 150 students are not treated as separate schools for the purpose of the adjusted student count calculation.   Instead, the Department of Education adds the charter students to the students attending the largest school in their district, and calculates the adjusted student count for the combined enrollment.  This system makes the adjusted student count of the charter schools lower than their actual enrollment, while almost all other schools are adjusted upwards.
The Consequences

The impact of this system on charter schools is shown in the attached graph.  The consequences include:

1.  School districts can be penalized for allowing school choice. 
The adjusted student count calculation for charter schools with fewer than 150 students can result in districts receiving less state funding than they would if their charter school students attended their neighborhood schools.  The state will spend more if these charter schools close.
2.  The law provides an inadequate amount of money for charter schools with fewer than 150 students to survive.  Charter schools with fewer than 150 students in Anchorage, Fairbanks and Juneau have a count adjustment of .84, which is lower than even the largest high schools in those communities, and is close to the .80 rate the state provides to correspondence programs that do not have to pay for school buildings and teachers.  
3.  There is a dramatic decrease in funding when a charter school’s enrollment drops from 150 students to 149.  The loss of that one student costs a school district $500,000 - $700,000.  The unanticipated funding cut occurs in November, when it is too late to significantly reduce costs.   In the past five years, this has happened to the Anchorage School District, the Fairbanks North Star Borough School District and the Lower Kuskokwim School District.

The Solution

SB 57 states that charter schools with fewer than 150 students will have their student count adjusted by the same per-student rate as neighborhood schools with 400 students.  Under the school size factor statute, the per-student rate of adjustment for 400-student neighborhood schools is 1.18.

SB 57 also contains a one-year, hold-harmless provision for charter schools that are either in their first year of operation or had more than 150 students the previous year.  These schools will receive 95% of the per-student rate of neighborhood schools with 150 students.  Under the school size factor statute, the per-student rate of adjustment for 150-student neighborhood schools is 1.45, and 95% of that rate is 1.38.  

Finally, SB 57 requires charter schools that are in the hold-harmless year to submit a plan for the following year to their local school board.  The plan must describe what will happen the following year if the school again has fewer than 150 students and no longer qualifies for the hold-harmless provision.  
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