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February 18, 2004

Dear Fellow Alaskan:

At the request of the Alaska Legislature, the Local Boundary
Commission (LBC) and the Department of Education and Early Development
(DEED) prepared this report regarding school consolidation in Alaska.

Public education is one of the core missions of the State of Alaska. The
responsibilities are shared with organized boroughs, city school districts, and
regional educational attendance areas throughout the state.

Clearly, quality schools are key to an educated society and a skilled
workforce.

The contributions of the LBC and the DEED in preparing this report lay
the groundwork for a well-informed debate over the future structure of school
districts in Alaska.

I recognize and value the hard work and expertise that the two agencies
devoted to this important effort, and I look forward to discussions and debate
regarding this fundamentally important matter.

Sincerely yours,

Frank H. Murkowski
Governor
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February 18, 2004

The Honorable Gene Therriault The Honorable Pete Kott

Senate President Speaker of the House

Twenty-Third Alaska State Legislature Twenty-Third Alaska State Legislature
State Capitol, Room 111 State Capitol, Room 208

Juneau, Alaska 99801-1182 Juneau, Alaska 99801-1182

Dear President Therriault and Speaker Kott:

The 2003 Alaska Legislature directed the Local Boundary Commission (LBC) and the Department of
Education and Early Development (DEED) to address matters relating to school consolidation. Specifically,

the directive (page 10, section 1, chapter 83, SLA 2003) states as follows:

It is the intent of the legislature that (1) the Local Boundary Commission identify
opportunities for consolidation of schools, with emphasis on school districts with fewer
than 250 students, through borough incorporation, borough annexation, and other
boundary changes; (2) the Local Boundary Commission work with the Department of
Education and Early Development to fully examine the public policy advantages of
prospective consolidations identified by the Local Boundary Commission, including
projected cost savings and potential improvements in educational services made possible
through greater economies of scale; and (3) the Local Boundary Commission with the
Department of Education and Early Development report their findings to the legislature
no later than the 30th day of the Second Session of the 23rd Legislature.

The LBC and DEED joint report in response to that directive follows the conclusion of this letter.

The LBC and DEED recognize that certain risks were inherent in assigning joint responsibility for this
study to two separate agencies. Notably, it was evident early on that divergent policy views by the two agencies

might lead to differing conclusions.
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In the end, however, that proved not to be the case. In fact, requiring the two agencies to co-produce the
report resulted in a better product. The LBC and DEED commend the Legislature (particularly Senator
Gary Wilken, the architect of the legislative directive) for undertaking review of this important public policy
matter and for having confidence in the two agencies assigned to the task. Senator Gary Wilken was an
active participant in the study effort throughout the course of the project, including discussions concerning
the need for a few additional days to complete the report.

In the course of the study, DEED analyzed the economic effects of consolidating 10 small city school
districts (districts with fewer than 250 students). The LBC reached the following conclusions regarding the
effects that consolidation would have on those districts.

A State education costs would be reduced by $262,833 each year, or more than $190 per student in the
10 city school districts.

A Consolidation would increase basic need (the entitlement for education funding) for the students in

the 10 small districts by $1,038,240, or more than $750 per student.

A Consolidation would free up local taxes in the 10 cities by $1,088,642 annually, or nearly $800 per
student.

A The sum of the economic gains noted above equals $1,740 per student each year, but prospective
benefits of consolidation extend well beyond that gain.

A Many of the 10 small city school districts and the four regional educational attendance areas that
encompass those city school districts do not meet the statutory requirement for a minimum of 70 percent
instructional spending. If consolidated, those fourteen districts would be merged into four larger
regional districts.

A Creating four larger regional districts might improve programs and offer other educational benefits to
students.

A Circumstances suggest to the Local Boundary Commission that the future of small school districts in
Alaska is unlikely to improve without leadership from the State Legislature in terms of school
consolidation. Those circumstances include growing administrative burdens on school districts, generally
shrinking student populations in smaller school districts, and competition for increasingly scarce financial
resources.

Details regarding those conclusions are found on pages 65 - 69 of the report.

More than four decades ago, Governor William Egan, former President of Alaska’s Constitutional
Convention, made the following remarks in his State-of-the-State address to the 1963 Legislature:
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Local government problems continue to be [the] subject of deep and understandable
concern. Many areas need improved school systems, sanitation, fire protection, planning
and zoning, water and flood control, community water and sewer systems. Organized
boroughs can provide these local government services.

Just weeks ago, Governor Murkowski echoed similar sentiments in his January 2004 State-of-the-State
address. He noted that the key to Alaska’s future is financial stability. Two components of his plan to
achieve that stability relate to issues underlying the study of school consolidation.

The third element of my program is that the costs of government should be borne as
much as possible by the direct users of services.

+ My fiscal program expects that those who directly benefit from state services pay a
fair share — through modest fees and taxes that do not interfere with personal
savings and investment.

The fourth cornerstone of my program is local responsibility for local needs. Local
governments should look first to local revenue sources to help fund schools, public
facilities, fire and safety services.

The LBC and DEED take the view that considerable benefit has already resulted from this school consolidation
study effort, and the potential future benefits are beyond measure. Under Alaska’s Constitution, education
is a State function and a State responsibility. How far the State Legislature pursues this matter will be
decided in time.

The LBC and DEED have one regret with respect to this study - time and circumstances did not allow the
two agencies to hold public hearings on the topic of school consolidation. The LBC and DEED are in a
position to hold public hearings on the matter following the completion of this report in the event that the
Legislature wishes the two agencies to pursue the matter.

Alternatively, of course, the State Legislature could formally request the LBC to consider specific local
government boundary changes that would have the effect of school consolidation (e.g., borough incorporation,
borough annexation, city reclassification, etc.). Under AS 44.33.812, the Commission would be obligated
to formally address such requests, which would entail a thorough review of the proposal and a local public
hearing in each affected area.

The LBC has outlined the following general recommendations to the Legislature regarding school
consolidation:
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(a) Promote borough government.
(b) Establish threshold for school districts to relinquish school powers.
(c) Establish formal procedures for REAA boundary changes.
(d) Address the establishment of federal transfer REAAs through apparent local and special legislation.
(e) Remove disincentives for school consolidation from the education funding formula.
(f) Create incentives for school consolidation.
Details concerning those recommendations are presented on pages 51 - 59 of the report.

The report and other information relative to the school consolidation effort are posted on the Commission’s
Web site at <http://www.dced.state.ak.us/dca/lIbc/lbc.htm> under “School Consolidation.” The report is
also available on CD and may be obtained by contacting LBC staff at 907-269-4560.

Cordially,

Darroll Hargrav Roger Sampson

Chair Commissioner

Local Boundary Commission Department of Education and Early Development

cc: The Honorable Frank Murkowski, Governor, State of Alaska




February 2004 School Consolidation: Public Policy Considerations and a Review of Opportunities for Consolidation

Table of Contents

Part I - Background............. teeeeeresessssrrsssssrereeee cecsssssssssssrsserssssnsanassssasasasaaes 1
AL INEOAUCHON. 1eiviiiiiiieiieeie ettt ettt ettt reeeateeeaseesteeeaseesseesseesssesseesseessseenseasseenseennsas 1
B. Legislative Directive and Proceedings for Review of School Consolidation. .........cc..covveevrenennne. 2
C. Types of School Districts in ALaSKa. ....ccvieriiiiiiiiiioiieeieceie ettt ere e ereeerse s erseereeens 7
D. Education in Alaska: History and the Law. .....cccooiviiiiiiiiiiiioiicicceeceeeeeee e 16

Part II — Opportunities for School Consolidation and Recommendations ........cceeeeeveeeeeeeeeeeeeeees 21
AL INEOAUCHION. 1ottt ettt ettt e ettt ers e esbeeerseestseesseesseeesseenssesseesseasseenseessseenns 21
B. School Consolidation Options - a Largely Abstract OVerview. .........coveeveeerieevieeonreeieeenseenens 21

1. Option One - Consolidation of Particular SChoolS. ......cc.cooiiiviiieiiiiiieiieieceieeeeeee s 21
(a) Indirect Circumstances that Might Lead to Consolidation of Particular Schools. .................. 21
(b) Formal Boundary Changes that Might Lead to Consolidation of Particular Schools. ............ 22

(c) Cooperative Arrangements between Districts that Might Lead to Consolidation
Of Partictular SCROOLS. .....c..vooieiiiiiiieeeeee e, 26
2. Option Two - Consolidation of School FUNCHONS. ...ccvieevvieiiieiiiiiiieiiieieeeree e 26
3. Option Three - Consolidation of Specific School DiStricts. .........covvievirirrrieieenieinieeeieenens 26
() Borough INCOTPOTALION. ..cvveieieiiieiiiieeeeeeeeeee e 26
(b) BOTOUZR ANNEXALION. 1.eeeoviiieeeiieieeeeeeee e 27
() City ReClaSSTfICALION. ©.vvievivieeiiie e, 28
(d) Gty DISSOIULION. ©.veeiiviieeiiie e, 28
() MUNICIPAL MOTGOT. oo, 28
(f) Municipal Consolid@tion. ...........c.eeeueeeiieiiieeiieeie et 28
(g2) REAA Boundary CRANGES. ...c...cociveieeieieieeieeeeeeee e 29

C. Opportunities for Consolidation of Specific Schools, School Functions,
AN SChOOL DISTIICES. +eovviieviiiiiietiieieeett e ettt eere e et eeteeetteeteeeaseesseeesseesseesseeesseesseeessesrseeesseenseans 29
1. Opportunities for Consolidation of Specific SChOOIS. .....covviiviieriieiiiiiieiecieeee e 29
(a) Opportunities for Consolidation of Specific Schools through Boundary Changes. .................. 29
(b) Opportunities for Consolidation of Specific Schools through Voluntary or

Directed COOPETALION. ....evvveeieeiieeiiieeiieeeite ettt esaease e 30
2. Opportunities for Consolidation of Specific School Functions. ..........cceevvveevieeiieiiiiiinnnns 30
3. Opportunities for Consolidation of Specific SChool DiStricts. ...cveevvievirerrrieieeiierieeenreenens 30
() Borough INCOTPOTALION. ..cvviieieiiiiiiiieeieeeee e 30
(i) Glacier Bay Model Botough. .........cc.ocooiviiiiiiiiiiiiiiiiieeeieeeceeeeeeeeee e 31
(ii) Aleutians West Model Borough. ........cccoooviviiiiiiieiiiiiiiiiieeeeeeeeeeeee e 33
(iii) Yukon-Koyukuk Model Borough. ........ccvoooviviiiiiiieiiiiiiiciiieeeeeeeeeeee e 34
(iv) Prince William Sound Model Borough. ...........coovvvvviviiiiiiiiiiiiiiciieeeeeeeeeeee 35
(v) Prince of Wales Model Borough. ........cccooooviviiiiiiiiiiiiiiiiieeceeeieeeeeee e 35
(vi) Chatham Model Borough. ..........cooiviiiiiiiiiiiiiiieiieeeeeeeee e 38
(vii) Pribilof Islands Model BoYOUgR. .........cccviiiiiiieiiiiieiiiieeeieeeeeeeeeeeeeee e 39
(viii) Lower Yukon Model Botough. ..........ccoiviiiiiiiiiiiiiieiiiiieeiiieeceeeeeeeeee e 39

vii




School Consolidation: Public Policy Considerations and a Review of Opportunities for Consolidation February 2004

Table of Contents (continued)

(b) BOTOUZR ANNEXALION. .vvieiviiieeiieeeeeeeeeee e 39
(i) Expanded Denali Botough. ..........ccovovviviiiiiiieiiieieieieeeieeeeeeeeeeeeeee e 40
(ii) Lynn Canal Model Botough. .......cc..coooviiiiiiiiiiiiieiiieeeeeeeeeeeeeeeeee e 40
(c) Borough Merger or Consolidation. ...........ccvvvieviiiiiiiiieeiiieeeeeeeeeeeee e, 41
(i) City and Borough of YaKutat. .......cc..cooviiiiiiiiiiiiiiiiiiieeie e 41
(ii)  Bristol Bay Botough. .....ccovivoiiiiiiiiiieoieeee e 42
(d) City Reclassification or DisSOMULION. ..c..veieeviieeisieeeiieeeiee e, 42
(1) CRAthAm REAA. ...cooooeeeeeeeeeeeeee e 43
(ii)  Yukon-Koyukuk REAA. ...c..ooooeeeeeeeeeeeeeeee e 44
(i11) Southeast Island REAA. .....ooo ettt 46
(10) Lower YUKON REAA. oottt 48
(v)  Aleutian Region REAA. ......oooiiioeeeeeeee e 50
(Vi) CRugach REAA. ....oooeeieeeeeeeeeeeeee e 50
(vii) School Districts with 250 01 More StUAENES. cooeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e, 50
4. Opportunities for Legislative Action Re: School Consolidation. ..........ccceevvevvierierieeriennrennen 51
(a) Promote Borough GOUGTMENL. .. .ccvviieeiiiiieiiiieeiieeeeeee e, 51
(b) Establish Threshold for School Districts to Relinquish School Powers. ..........ccccceviuvveeiiveaan.. 57
(c) Establish Formal Procedures for REAA Boundary Changes. ...........cccocveveivieeviieeiiiiieeiineeenn, 57
(d) Address the Establishment of Federal Transfer REAAs Through Apparent
Local and Special Legislation. .........cccc.ooovvieeiiuieiiiiieeiieieeeieeeeieeeeeeeeeeeeee e, 57
(e) Remove Disincentives for School Consolidation from Education Funding Formula. .............. 58
(f) Create Incentives for School Consolidation. ...........cc...covvieeiiuiieiiiieiiiiieeiiieeeieeeieeeeee 59
Part 111 - Conclusions Regarding School Consolidation veeererrrrnrenes 61
A. Position of the Alaska Department of Education and Early Development ................................ 61
B. Position of the Alaska Local Boundary CommiSSion ...........cocveeviiviieeiiioieeiieereeeieeenreeneeenees 63
Glossary
Appendices

Appendix A June 6, 2003, Press Release “Murkowski Approves Full Education Funding,”
June 6, 2003, Letter from Governor Murkowski to All School Superintendents

Appendix B Biographical and Background Information on the Local Boundary Commission and
the Department of Education and Early Development

Appendix C  November 6, 2003, Letter from Senator Wilken

Appendix D November 10, 2003, Letter from the LBC and DEED




February 2004 School Consolidation: Public Policy Considerations and a Review of Opportunities for Consolidation

Table of Contents (continued)

Appendix E Public Comments in Response to November 10 Letter from the LBC and DEED
Appendix F School District Profiles

Appendix G School District Comparisons: Data Tables and Charts

Appendix H  Fundamental Nature of Boroughs and Cities in Alaska

AppendixI  Letter from Attorney General Norman Gorsuch to Governor Bill Sheffield, May 21,
1985, HCS CSSB 208 (HESS)

Appendix]  History of Haines Borough Incorporation and Annexation
Appendix K Model Borough Boundaries

Appendix L~ July 9, 1962, Memorandum from Hugh ]. Wade, Alaska Secretary of State, to
Governor William A. Egan Regarding Bristol Bay Borough

Appendix M Department of Education and Early Development Calculation of Foundation
Formula Savings in the 10 City School Districts with Less Than 250 Students

Appendix N Governor Murkowski’s January 13, 2004, State-of-the-State Speech







