M NUTES
SENATE FI NANCE COW TTEE
February 9, 2007
9:01 a.m

CALL TO ORDER

Co-Chair Lyman Hoffman convened the neeting at approximately
9:01: 18 AM

PRESENT

Senat or Lyman Hof f man, Co- Chair
Senator Bert Stedman, Co-Chair
Senat or Kim Elton

Senat or Joe Thonas

Senat or Fred Dyson

Senat or Charli e Huggins

Senat or Donny d son

Also Attendi ng: SENATOR GARY STEVENS; SENATOR GARY W LKEN;, EDDY
JEANS, Director, Division of School Finance, Departnment of
Educati on and Early Devel oprent;

Attending via Teleconference: There were no teleconference
parti ci pants.

SUMVARY | NFORMATI ON

Presentation by the Departnent of Education and Early
Devel opnent .

Publ i c School Fundi ng Formul a.

9:01:46 AM

AAl aska Public School Funding Formula Overview

Co-Chair Hoffman identified two handouts provided for the
present ati on.

9:03:55 AM 9:04: 39 AM AT EASE

9:04: 44 AM
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EDDY JEANS, Director, Division of School Finance, Departnent of
Educati on and Early Devel opnent comruni cated he woul d provi de an
overview of the public school funding program and directed
menbers' attention to the handout titled "Al aska Public Schoo
Fundi ng Fornul a Overview, Presented by Eddy Jeans, Director."”
9: 06: 20 AM
Page 1B
Senate Bill 36
The current state public school funding formula was
adopted under SB 36 in 1998. And was inplenented in
1999.

The public school funding formula is defined in Al aska
Statute 14.17

M. Jeans read the slide.
Page 1C
This presentation provides an overvi ew of:
1. Calculation of Adjusted Average Daily Menbership
(
2. Calculations of Basic Need ~ (Entitlenent)
3. Conponents of Basic Need ~ (Wio pays)
4. Additional Funds above Basic Need
5. Conponents of State A d
M. Jeans reviewed the information on the slide.
9: 06: 45 AM
Page 2A
Average Daily Menbership
ADM Reporting Requirenents
% Average Daily Menbership - is the nunber of enrolled

students during the first 20-school -day count period
endi ng on the fourth Friday of October.
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% Reports are due wthin two weeks after the end of
t he 20-school -day count peri od.
« Projected student count reports are due Novenber 5

M. Jeans reviewed the slide, and added that a student who
enrolled half-way through the 20-school-day count period would
be counted as one half of a full time student. The projected
student count data is used to nmake projections for the follow ng
year.

9:07:31 AM

Senat or Huggins asked the inplications if a district's
enroll ment varied fromthe initial Novenmber 5 projection for the
subsequent year

9:07:44 AM

M. Jeans informed that the Departnent relies on the initial
projections, as continual updates to student counts would be
unr easonabl y cunber sone.

9:07: 53 AM
Page 2B
Wio Qualifies as a Student?

Eligibility for State Foundati on Fundi ng
% A child who is 6 years of age before Septenber
1st, and wunder the age of 20, and has not
conpl eted the 12th grade. (AS 14.03.070)

% A child who is 5 years of age before Septenber
1st, following the beginning of the school year,
may enter kindergarten. (AS 14.30.180 (d))

« A child wth a disability and an active
| ndi vi dual i zed Education Program (IEP) may enter
school at the age of 3 and under the age of 22
(AS 14.30.180(1))

M. Jeans clarified that the school year begins July 1 and ends
June 30, mrroring the fiscal vyear, but schools are only
required to operate 180 days of the year.

9:08: 50 AM
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Page 2C

5 Steps to District Adjusted ADM

Used to Calculate Entitl ement

Step 1. Adjust: ADM for School Size

Step 2. Apply: District Cost Factor

Step 3. Apply: Special Needs Factor

Step 4. Add: Intensive Services Counts
Step 5. Add: Correspondence Student Counts

= District Adjusted ADM

M. Jeans overviewed the steps listed on the slide.

9:09:38 AM

Page 3A

Step 1. Adjust the ADM for School Size

SFC- 06

ADM under 10: Added to the smallest school with an ADM
greater than 10

A Community with an ADM of 10 through 100: G ades K-12
ADM is conbined and adjusted once; adjusted as one
school .

A Community with an ADM of 101 through 425: ADM for
grades K-6 and 7-12 are adjusted separately; adjusted
as two school s.

A Community with an ADM greater than 425: The ADM of
each facility adm nistered separately as one school is
adj ust ed.
*Alternative schools with an ADM of |ess than 200
shall be counted as a part of the school in the
district with the highest ADM
*If the ADM is greater than 200 and adm nistered
as a separate facility the ADM will be adjusted
separately.
*Charter school with an ADM of 150 or greater is
adj usted as a separate facility.
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M. Jeans reviewed the slide.
9:11: 23 AM
Page 3B

Step 1. Exanple: None City School s
Proj ected FYO8 ADM by School

None El ementary School: 400. 00
None-Beltz Jr/ Sr H gh School : 340.00
Anvil City Science Acadeny: 44.00
Norme Youth Facility: 14.00

X/ X/ X/ 7
L X X X X4

R/
°e

Total ADM 798. 00

M. Jeans inforned that Nonme City Schools would be used as an
exanple to illustrate the application of the funding formula
t hr oughout the presentation. He added that there are
approximately ten Youth Facilities in the State funded as
aut ononmous school s using the Fornul a.

9:12:36 AM
Page 3C

Exanpl e: None City School s
Adding ADMs to the appropriate School in the District

School Size Adjustnent

% The alternative schools ADM are added to the
hi ghest ADM school in the district Dbefore
adjusting for size

% A school with a population under 10 should be
added to the smallest school in the district.

Nonme El ementary + Anvil
400 + 44 = 444.00

M. Jeans noted that because the ADM was |less than 100 at the

Anvil Gty Science Acadeny, those students were included in the
ADM for the Nonme El enmentary School
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9:12: 47 AM
Page 4A
Step 1. Exanple: Nonme City School s
[ Tabl e depi cti ng:

Ref erence: 1.
School Size: 10-19.99
Formul a: 39. 60

Ref er ence: 2.
School Size: 20-29.99
Formul a: 39. 60+(1. 62*( ADM 20))

Ref erence: 3.
School Size: 30-74.99
Formul a: 55. 80+(1. 49* ( ADM 30))

Ref er ence: 4.
School Size: 75-149.99
Formul a: 122.85+( 1. 27*( ADM 75))

Ref er ence: 5.
School Si ze: 150-249. 99

For mul a: 218.

Ref er ence: 6.

School Si ze:

Formul a: 326.

Ref erence: 7.

School Si ze:

Formul a: 471.

Ref er ence: 8.

School Size:

Formul a: 793.

10+( 1. 08* (ADM 150))

250- 399. 99
10+(. 97* ( ADM 250))

400- 749. 99
60+( . 92* ( ADM 400))

Over 750
60+(. 84* (ADM 750)) ]

K-6 Adjusted ADM s
(Ref. 7) 471. 60+{. 92*(444. 00- 400) } 512. 08
7-12 Adjusted ADM s
(Ref. 6) 326. 10+{. 97*(340. 00- 250) } 413. 40
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(Ref. 1) Youth facility's ADM 14 +39. 60

School Size Adjusted ADM 965. 08]

M. Jeans summarized the information provided in the table.
9:15:47 AM

Page 4B

Step 2. District Cost Factors

The Departnent nonitors District Cost Factors and subnits a
report to the Legislature on January 15th every other
fiscal year, beginning January 2001.
% Cost factors are specific to each school district.
« Lowest District Cost Factor is 1.000 and the highest
is 1.736

Multiply the School Size Adjusted ADM by the District Cost
Factor for None:
965.08 x 1.139 = 1,272.94
M. Jeans reviewed the slide.
9:16:17 AM
Page 4C
Step 3: Special Needs Fundi ng

« Al categorical prograns; special education (except
i ntensive), vocational education, gifted/talented and
bi | i ngual / bi cul tural are block funded at 20%

% To qualify for funding wunder this section school
districts must file a plan wth the departnent
i ndicating special needs services that wll be
provi ded.

AS 14.17. 420(b)

M. Jeans read the informati on on the slide.
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9:16:48 AM
Page 5A
Step 3. Exanple: Nonme City School s

Multiply the adjusted ADM (from Step 2) by the Special
Needs Fact or

1,272.94 x 1.20 = 1,527.53
(Shown on colum R, page 8)

M. Jeans overviewed the slide.
9:17: 04 AM
Page 5B
Step 4. Intensive Services Funding
A school district wll receive funding for intensive
servi ces students that:
1. Are receiving intensive services and are
2. Enrolled on the last day of the 20 school-day count
peri od and who have;
3. Established Individual Education Plan (I1EP) for each
i ntensive services student.
An | ntensive Services Student generates $26, 900.
(I'ntensive Student Count) x 5 = Intensive Student Fundi ng
M. Jeans summarized the slide, and added that students
requiring intensive services funding are also included in the
school's total ADM count and base fundi ng.

9:18: 01 AM

Senator Elton asked if the intensive services funding issue had
recently been in the news.

M. Jeans af firmed. He expl ai ned t hat a | egi sl ative
appropriation nade two years ago funded a state-wi de audit of
all intensive clains. Before the audit, random sanpling was

conducted to determine the appropriateness of +the intensive
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claims. If a portion of the sanple was determned to not neet
the requirenments for intensive services funding, the school was
held liable for only the nunber of students in the sanple
determined to be ineligible for funding, rather than the
percentage of the total funds received. Upon conpletion of the
full audit, the Departnent now holds districts accountable for
the full amount of their intensive services clains. The new
noni toring techniques revealed that many of the funding clains
were not eligible for intensive services nonies.

Senat or El t on request ed addi ti onal i nformation on t he
Departnment's nonitoring practices and the financial inpact on
the districts that had been audited.

9:20: 05 AM

M. Jeans informed that the Departnent hired a contractor to
assist in the nonitoring effort. The contractor spent tinme wth
Departnment staff in order to be fully informed as to the
Departnent's nethods and criteria, and then went into the
schools wth Departnent staff. M. Jeans characterized the
initial audit as an "educational review' to informdistricts how
the regulations would be applied, hence school districts were
not asked to return intensive services funds for students who
were determned ineligible that year. M. Jeans suggested that
school districts may have a different under standi ng of
"intensive" than the Departnent, as defined by SB 36.

9:21: 38 AM

Senator O son asked if schools were penalized for applying a
nore |iberal definition of "intensive".

9:21: 54 AM

M. Jeans responded that Senator Elton had alluded to that
issue. He repeated that school districts were not asked to
return funds wupon conpletion of the initial audit, but the
Departnent was "very clear"” in defining to the districts what
woul d constitute a valid claim The Departnent was currently
conducti ng subsequent audits, holding districts accountable for
invalid clainms, and that had lead to the situation in Anchorage
t hat appeared in the nedia.
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Senator O son interjected that the wthholding of funds is
different froma penalty.

M. Jeans clarified that no interest was |evied based on invalid
cl ai ns.

9:23: 08 AM
Page 5C
Step 4. Exanple: Nonme City School s

Multiply the Intensive Student Count by 5 and add to the
adj usted ADM (from Step 3)

~None City Schools has 4 Intensive Student~
4 x 5 =20
1,527.53 + 20 = 1,547.53
(Shown on Colum U, page 8)
M. Jeans summari zed the slide.
9:23:29 AM
Page 6A

Step 5. Correspondence Prograns

Districts offering correspondence prograns receive funding
based on 80% of correspondence ADM

Each correspondence student generates $4, 304.

(Correspondence ADM) x .80 = Level of Correspondence
Fundi ng

M. Jeans renmarked that all correspondences students were funded
at 80 percent, regardless of whether the program was "in-
district” or "statew de".

9:23: 51 AM

Page 6B
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Step 5. Exanple: Nonme City School s
Mul tiply the Correspondence Student ADM by 80% and add to
the Adjusted ADM to get Final District Adjusted ADM (from
Step 4)
~None City Schools has 6 Correspondence Students-~
6 x .80 = 4.80
1,547.53 + 4.80 = 1,552. 33
(Shown on Colum V, page 8)
M. Jeans reviewed the slide.
9:24: 08 AM
Page 6C
BASI C NEED Enti t| enent

Multiply the district adjusted ADM by the base student
al I ocati on = BASI C NEED

1,552.33 x $5,380 = $8, 351, 535
(Shown on Colum W page 9)
M. Jeans read the information on the slide.
9:24:31 AM
Page 7A
NOME: Summari zed District Adjusted ADM & Basi c Need

Projected ADM for None:
798.00 + 6 corresp. = 804.00

Step 1. Adjusted ADM for School Size:
965. 08
Step 2. Apply the District Cost Factor:
X 1.319
= 1,272.94
Step 3. Apply the Special Needs Factor:
X 1.20
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M. Jeans

= 1,527.53

Step 4. Add Intensive Service Counts:

(4.00 x 5 = 20)
+ 20. 00
= 1,547.53

Step 5. Add Correspondence Student Counts:

(6 x .80 = 4.80)

+ 4. 80

1,552.33 District Adjusted ADM
$5, 380 base student allocation

$8, 351, 535 BASI C NEED

I Xx 1

overviewed the informati on on the table.

9:25: 20 AM

Page

7B

Conmponents of Basic Need

(Who

K/
£ %4

K/
£ %4

K/
£ %4

M. Jeans

Pays?)

Requi red Local Contri bution
Federal Inpact Ad
State Aid

revi ewed the slide.

9: 25: 36 AM

Page

SB 174 Full

As a result of SB 174:

M. Jeans

SFC- 06

7C

& True Val ue/ Local Effort Cal cul ation

(enacted in 2001)

Begi nni ng FY2002, half of the increased full & true
val ue over 1999 (base year), is added to 199 base year
to determne the full & true value for the purposes of
cal cul ating Required Local Effort for education.

(I'f the full & true value did not increase over the
1999 base year, then the current full & true value
stands and is multiplied by .004 mlls to reach |oca
effort.)

summari zed the slide.
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9:26: 08 AM
Page 8A

Cal cul ating None's True and Full Val ue

Nome's 2006 Full Val ue 252, 725, 500
Norme's 1999 Full Val ue 191, 926, 100
Full Val ue Increase D fference 60, 799, 400
Divided in Half 30, 399, 700

Hal f of the Increase is Added to 1999 Val ue
191, 926, 100 + 30, 399, 700 = 222, 325, 800

M. Jeans referred to the total of $222,325,800 as the
"education full value", and told that the 4 mlls are applied to
that nunber. The fiscal inpact to the State was $3.6 mllion
when the provision inplenmenting this calculation was first
passed in 2001, but has now risen to $50.5 nmillion in FY 08, and
woul d continue to grow.

9:27:20 AM

Co- Chair Hoffman categorized this as a reduction communities are
allowed to take in their contribution due to provisions of SB
174. He asked how the State would justify this action in a
di sparity test.

9:28: 09 AM

M. Jeans responded that this provision does not have an i npact
on the federal disparity test, as the local contribution
requirenents are applied uniformly throughout the State. He
acknow edged there nay be opposition, however, fromtaxpayers.

M. Jeans exanpled a $100,000 home that would generate $100 if
it were levied a 1 mll tax. Property values in Bristol Bay and
other areas that are "struggling economcally" are set by the
State assessor and have been decreasing over the years, yet
those areas are still required to pay 4 nmlls, or the equival ent
of $400 on a $100,000 hone. Areas that are grow ng, such as
Anchorage and the WMatanuska-Susitna Valley, also pay based on
the State assessor's set values, but those properties are
increasing in value. Required local contribution rates in those
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econonically healthy areas anobunt to approximately 2.8 mlls, or
$280 for a $100, 000 property.

9:30: 15 AM

Senator Elton asked why legislation has not been introduced to
address the "growi ng disparity"”.

9:30: 52 AM

M. Jeans replied that the State Board hasn't taken a firm stand
on the issue.

Senator Elton realized that he may be "speaking against"” the
best fiscal interest of the community he represents, but opined
that the Governor's goal of reducing the budget ought to lead to
a revisit of the provision.

9:32: 50 AM

M. Jeans explained that his intent in addressing the issue of
required local contribution was to bring awareness to the
disparity. He was not urging the Conmittee to enforce the 4 mll
rate, and opined that a 3 mll rate may be nore appropriate.
However, that was a policy decision the |egislature nust nake.

9: 33: 29 AM
Co-Chair Stedman identified two areas of concern within the

funding fornmula. First was the conputation of the operating
costs, which he considered "a little off". H's other concern was

the mllage rate. He listed the mllage rates paid by
Sout heastern Al aska school districts as: Juneau, 3.2; Sitka,
3.3; Petersburg, 3.7; Wangell, 4.0. He informed that while

Wangell was contributing at a rate of 4 mlls, that comunity
was the least "financially healthy" within his Senate district.
He continued that the disparities will continue to increase,
with the financially stagnant areas of the State required to
contribute a disproportionate anount based on the current
required | ocal contribution schedul e.

9:36: 16 AM
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Co- Chair Hof fman commented that M. Jeans provided that "exact
testimony” in his exanple of Bristol Bay's required |ocal
effort.

9:36: 31 AM
Page 8B

Requi red Local Contribution
Exanpl e: None City School s

The lesser or mnimum of 4 mlls of the education full &
true value, but not to exceed 45% of the school districts
prior year basic need.

. 004 of Tax Base:
. 004 x $222, 325,800 (Education Full & True Val ue)
= $889, 303

45% of Prior Year Basic Need:
.45 x $8, 157, 425
= $3,670, 841
(Shown on Colum C, page 9)

M. Jeans explained that the formula puts a "cap" on the anount
a community is required to contribute at 45 percent of the
previous year's Basic Need. The districts that fall wunder this
provision are the North Sl ope, Valdez, and Skagway. The required
| ocal effort of these areas is less than four mlls, and the
"cap" is in place to ensure that these areas receive sonme anount
of State funding for their public schools. The 45 percent limt
on the required Ilocal effort <could be adjusted by the
legislature if it was deened appropri ate.

9: 38: 38 AM

Co-Chair Stedman asked for an explanation of why Skagway was
inmpacted by this provision, as that area seened to differ
denographically fromthe other two.

M. Jeans told that Skagway is a "boom ng" community due to an
extensive tourism industry during sumer nonths. The "boont

however, is seasonal, and Skagway has a snall year-round
popul ation with a student popul ation of approximtely 100. The
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great comunity wealth conpared to the student population is the
cause of the anonmaly.

9:39:49 AM
Page 8C
Title VIIlI Federal Inpact Aid Paynents

< Title VIII Federal Inpact A d Paynments received from
March 1 through the |ast day of February are used for
cal cul ations of state aid.

% The dates on the paynent vouchers are used to indicate
that a school has received Title VIII Paynents

M. Jeans informed that hones on mlitary bases or Al aska Native
Clains Settlenent Act (ANCSA) |ands are not taxable, and the
Federal Inpact Ad paynents are akin to the federal governnent
paying the taxes on those lands. Alaska receives $110 to $120
mllion annually in Federal Inpact A d paynents. Some of these
paynents contain "add-ons", such as an additional 25 percent
added to the paynents for people who reside on ANSCA |ands.
These "add-ons" cannot be included in the State-w de funding
formula, thus Federal Inpact Aid is considered at approxi mately
50 percent.

9:41:12 AM
Page 9A

Title VIIl Federal Inpact Aid Paynents
Exanpl e: Nonme City School s

Paynments received by the None City Schools from March
1 through the end of February.

$86, 382
(Armount el igi ble for Deduction)
(Shown on Colum D, page 9)
9:42:40 AM

Senator O son asked why Federal Inpact Aid is not counted as a
| ocal contribution.
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M. Jeans replied that the federal governnent does not allow
t hose | ands to be taxed.

Senat or O son understood that the lands could not be devel oped
or taxed, but again asked why the paynents provided by the
federal governnent were not considered a |ocal contribution.

M . Jeans responded that he considered both 1ocal t ax
contributions and Federal Inpact Ad as part of the |ocal
contribution ef fort for t he pur poses of t he formul a
cal cul ati ons.

9:44: 04 AM

Senator O son was still under the inpression that Federal |npact
Aid was not considered | ocal contribution by the State.

M. Jeans allowed that whether federal aid is considered | ocal
contribution "depends on who you talk to".

9:44:19 AM
Page 9B
| npact A d Percentage

Required Local Contribution divided by Budgeted Loca
Contri bution

Budgeted Local Contribution, for the purposes of
calculating the Inpact A d percentage is found in the
Budgets submtted on July 15th of each year and nmay
consi st of:

% Appropriations

s |l nvestnent Earni ngs

% In-Kind Services

% "Other Local"

M. Jeans summari zed the slide.
9:44: 48 AM
Page 9C

Title VII1 Percentage
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Exanpl e: None City School s
Requi red Local : $889, 303 = 46.52%
Budget ed Local : $1, 911, 850
(This percentage is only derived for Gty & Boroughs)
(Shown on Colum E, page 9)
M. Jeans reviewed the slide.
9:45: 17 AM
Page 10A

| npact Aid
Exanpl e: Nonme City School s

90% of the Inpact Aid received by a school district is
mul tiplied by the Inpact A d Percentage

None's Deducti ble Inpact Aid Cal cul ation:
$85, 947 x 46.52% x 90% = $35, 984
Eligible Inmpact Ad x Title VIII % x 90%
Deducti bl e I nmpact Ad
(Shown on Colum D, Colum E, Colum F, page 9)
M. Jeans read the slide.
9:45: 53 AM
Page 10B

State Aid
None City School s

Nonme's State A d:

Basi ¢ Need $8, 351, 535
Less Required Local (889, 303)
Less I npact Ad (35, 984)

State Aid $7, 426, 248

(Shown on Colum G page 9)
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M. Jeans explained that this slide illustrated how Federal
| npact Aid is taken into account in the funding fornmnula.

9:46: 20 AM

M. Jeans returned to the previous slide to address Regional
Educati onal Attendance Areas (REAAs). Due to the fact that those
districts do not have a required l|local contribution rate, the

unorgani zed areas are calculated by multiplying 85,000 by 90
percent .

9:46: 57 AM
Page 10C
Addi ti onal Funds Above Basi ¢ Need

% Additional Local Contribution
% Quality Schools G ant
< Suppl erent al Fundi ng Fl oor

M. Jeans read the slide.
9:47: 07 AM
Page 11A

Addi tional Local Contribution
Exanpl e: None City School s

The greater of 2 mlls of the tax base or 23% of the
district's current year Basic Need can be contributed
but not to exceed.

.002 of the Full & True Val ue Tax Base:
. 002 x $252, 725,500 = $505, 451

23% of Basi c Need:
.23 x $8, 351,535 = $1, 920, 853

M. Jeans sunmmarized the slide, adding that the districts that
fall under the 2 mll additional |ocal contribution are North
Sl ope, Val dez and Skagway.

9:47:54 AM
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Page 11B

Maxi mum Local Contri bution
Exanpl e: Nonme City School s

Required Local Contribution plus Additional Local
Contri bution

Requi red Local Contri buti on: $889, 303
Addi ti onal Local Contribution: $1, 920, 853
Maxi mum Local Contri buti on: $2, 810, 156

M. Jeans reviewed the slide.
9:48:18 AM
Page 11C
Quality School s G ant
AS 14.17.480 explains a district is eligible to
receive a quality school funding grant not to exceed

the district's Adjusted ADM nultiplied by $16.

Exanpl e: None City School s
1,552.33 x $16 = $24, 837

(Colum W page 8 and Columm 1, page 9)
M. Jeans overviewed the slide and added that schools nust apply
for these funds, and all districts do so. The funds are
generally used for renedial progranms, after school tutoring, and
ot her activities.
9:48: 48 AM
Page 12A

Suppl enent ary Fundi ng Fl oor

< VWhat is "The Floor"?
< Howis it established?

» How is it adjusted?
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M. Jeans read the slide.
9:48: 56 AM
Page 12B
"The Fl oor"
By providing additional funds "The Floor" bridges the
transition between the new funding formula inplenented
in 1999 and the old formula that was in place in 1998.
M. Jeans explained that "The Floor"™ was established as a
provision of SB 36 to facilitate the transition from the
previ ous funding schene to the new funding formula. If a schoo
qualified for nmore funding dollars under the prior calculation

those funds were provided as supplenental funding for the first
year.

9:49: 22 AM
Page 12C
How "The Fl oor" was Established
"The Fl oor" was established in FY1999
For exanpl e:
Od Formula State Aid
= $1, 100, 000
New Fornmula State Aid
(Less) = $1, 000, 000
Suppl ement ary Fundi ng Fl oor
(Resul t)= $100, 000
M. Jeans summari zed the slide.
9:49: 39 AM
Page 13A

None's Transition to New Fornul a

< Od Fornula State A d:
FY 99 = $5, 206, 292
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% New Fornula State A d:
(Less) FY 99 = $5, 095, 932
« Suppl enrentary Fundi ng Fl oor:
(Results) FY 99 = $110, 360

M. Jeans reviewed the funding floor for Nome City School s.
9:49: 52 AM
Page 13B
Adj ustnents to the "Fl oor"
Al Adjustments to "The Floor" are reductions!

Decreases to "The Fl oor"™ occur because of:
1. an increase in Basic Need
OR
2. a decrease in ADM

M. Jeans infornmed that the floor was designed to "erode away",
thus all adjustnments to the floor were reductions in
suppl emental funding. He added that increases in basic need
occurred due to an increase in student population or an increase
in the base student allocation.

9:50: 23 AM
Page 14B
Est abl i shing None Gty School's Fl oor

FY 99 A d Fornul a

=$5, 206, 292
FY 99 New Fornul a

(%5, 095, 932)
None's Fundi ng Fl oor Established at

=$110, 360
FY 00 No Deducti on
=$110, 360
FY 01 Floor reduced due to increase in Basic Need
(%14, 562)
FY 01 Fl oor Bal ance
=$95, 798
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FY 02 Floor No reduction floor

(0. 000

FY 02 Fl oor Bal ance
=$95, 798

FY 03 Floor reduced due to increase in Basic Need
(73, 206)

FYO3 Fl oor Bal ance
$22, 592

FY 04 Floor reduced due to increase in Basic Need
(49, 268)

D fference exceeds Floor ~ Balance set to zero (0.00)

M. Jeans wal ked the Committee through the calculation, adding
that in 2004 Nonme had "fully transitioned" to the new funding

formul a.
9:51:52 AM
Page 14C
Suppl ement ary Fundi ng Fl oor
Renmenber :
o The floor is reduced by 40% of the increase in
t he Basic Need over the prior year.
OR
o The floor is reduced if ADM decreases by nore
than 5% initially, of the FY1999 ADM
M. Jeans reviewed the slide and added that only 10 school

districts are on the supplenental funding floor in fiscal year
2008, with a total of less than $1 mllion commritted to that

f undi ng.
9:52: 21 AM
Page 15A
Conponents of State Ad
A Permanent Fundi ng Conponent of State Ad

None's Total State A d equal s:

Calcul ated State A d $7, 426, 248
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Pl us the Funding Fl oor $0
Plus the Quality Schools G ant $24, 837
Total State Entitlenent $7, 451, 085

M. Jeans summuri zed the sli de.

9:52: 42 AM
Page 15B

Pl ease Not e:
Prorating the Public School Funding Formula

| f i nsufficient funds are appropriated by the
| egislature to neet the total entitlenent, then all
conponents of the Public School Funding Fornmula wll
be reduced by the sane percentage.

AS 14.17.400(b)

M. Jeans concluded his presentation by reading the slide.
9:53: 08 AM

Senator O son asked how funding for hone school students is
det er m ned.

M. Jeans responded that home school students that enroll in a
correspondence program are funded at the correspondence rate of
0. 8.

Senator O son nentioned that Nonme is first class city with a
property tax, and asked how None conpares to ot her boroughs.

9:54:15 AM
M. Jeans replied that all first class cities in wunified
muni ci palities are required to make a 4 mll contribution as

required under SB 174. He noted that the differing property
wealth of each area would dictate the anobunt of the required
contri bution.

Senator O son asked how a city such as Tanana would differ in
their required local contribution.

9:54: 56 AM

SFC- 06 (24) 02/ 09/ 07



M. Jeans informed that Tanana, as a first class city, is
required to nake a 4 mll contribution. He added that Tanana has
a declining property value, but the area is required to make the
full 4 mll contribution on the value if the current year.

9:55:17 AM

Senator Dyson asked the effect of large school districts wth
decreasi ng student popul ati on.

M. Jeans understood Senator Dyson was referring to Kenai and
Anchorage, districts that have experienced declining enroll ment.
He reported that the funding formula currently does not have a
"hold harm ess" provision to address the issue and provide
transition for those districts. He had drafted I|anguage to
address the problem and would be wlling to provide it to
interested parties.

9:56: 24 AM

Senator Dyson asked if any large districts other than Anchorage
were not providing their full contribution anmount.

M. Jeans told that Juneau was the only district he was aware of
that was providing the entire allowed contribution anmount. He
understood Kenai intended to request additional funds fromtheir
borough assenbly to reach the |imt placed on |ocal
contri butions.

9:57: 08 AM

Senator Thomas remarked that M. Jeans presented "quite a
formula". He asked the effect of the school size adjustnment on
charter schools, as a <charter school in his area |ost
approxi mately $500,000 in funding due to a slight decrease in
enrollment. He was interested in possible avenues to assist in
t hese situations.

9:58:12 AM
M. Jeans was familiar with the aforenentioned "struggles”. The
150 student threshold for charter schools was reduced from 200

after the passage of SB 36. Further assistance could be provided
t hrough | egi sl ative action.
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#

ADJ OURNIVENT

Co- Chair Lyman Hoffrman adjourned the neeting at 9:59:46 AM
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