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Sitka School District.
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Fai r banks, Al aska

PCSI TI ON STATEMENT: Presented the funding perspectives fromthe
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ACTI ON NARRATI VE
8:01:45 AM

CHAIR ALAN DICK called the House Education Standing Conmittee
nmeeting to order at 8:01 a.m Representatives Dick, Seaton, and
Feige were present at the call to order, and present from the
House Education & Early Devel opnent Finance Subcomittee were T.
W1l son, Moz, Dick, and Seaton. Representati ves Kawasaki, P.
W lson, Pruitt, G ssna, and Peterson arrived as the neeting was
i n progress.

Educati on Funding from School Districts' Perspectives

8:02: 24 AM
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CHAI R DI CK announced that the only order of business would be a
presentation and discussion regarding education funding from
school districts' perspectives.

8:05: 04 AM

LUKE FULP, Chief Financial Oficer, Kodiak Island Schoo
District (KIBSD), presented an overview of the school district
whi ch includes: approximtely 2,500 students, 420 enpl oyees, 14
brick and nortar schools, one correspondence program wth
services in nine comunities. Six of the largest schools are in
the Kodiak City vicinity, and eight are rural. He proceeded
with the budget assunptions for fiscal year (FY) 13, which have
four focal points regarding revenue and four regarding expense.
He said revenue is expected to reflect the follow ng: st udent
count reduction of 7; city borough funding reduction, based on
recent notification; flat BSA (base student allowance) remaining
at $5,680 per; and no increase in pupil transportation funding.
He pointed out that transportation is a unique fund, in Kodiak,
and in FY 13 $500,000 will be transferred from the operating

budget to cover this account. The expense side of the budget
i ndi cates the follow ng: no salary schedul e increases outside
of the contractually negotiated increnents; 7.2 percent

estimated increase to health insurance; utilities including
augnented diesel heat costs; a 5 percent estimated increase to
property/ gener al l[iability insurance. Qutside of t hese
estimates he said the known factors are that the governor's
budget includes no new increases for K-12 education. The fina

HB 273 area cost differential payment wll be received for
$476, 950, but the 2012, single energy funding paynment under HB
108, of $425,298, will represent an offset. The ot her known is

that salary costs wll increase as a result of the salary
schedule increments and existing contractual agreenents. The
unknowns i ncl ude: whet her or not the assunptions wll hold

true; the outcone of collective bargaining, which begins in the
com ng weeks; and the actual |evel of funding from Kodiak Island
Borough (KIB) and the State of Al aska. He provided a chart of
the revenue versus expense operating budget projected totals for
a conparison of on-behalf and w thout on-behalf receipts. On-
behal f is t he PERS/ TRS (Public Enpl oyees’ Ret i r ement
Systenf Teachers' Retirement Systen) relief that districts are
currently receiving.

8:12:43 AM

MR. FULP presented a list of factors that contribute to the
projected deficit, which are: loss of one-tine state aid, $452-
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298; reduced |local funding, $348,500; elimnation of ARRA
(American Recovery & Reinvestnent Act of 2009) Education Jobs
bill funding, used to continue positions that mght have been
cut in FY 12, $346,488; use of fund balance (reserves) | ast
year, a one-tine draw, $891,419; salary increases, $316,979;
heal th insurance increase of 7.2 percent, $366,928; increase in
transfer to pupil transportation, $305,938; increase in Wrker's
Conpensation, $57,022; increase for in-kind services (property,
general liability), $38,500; wutility services, $82,304; and
ot her $309, 146. Using a pie chart, he indicated percentages of
state, local, federal, and other indirect incone shares that
contribute funding to the district; 70.28, 21.70, 4.55, and 3.42

respectively. The indirect funding includes special revenue
funds, facility use fees, and student fees. He continued with
pie charts to illustrate percentage shares of the four |argest

expense areas, which are: certified salaries and non-certified
salaries, 32 and 12 respectively; enployee benefits, 37; and
utilities, 11. He noted percentages of the renmaining expense
areas as: pr of essi onal / t echni cal services 1/2; travel 1;
supplies 3; transfer to other funds 2; and equipnment |ess than
1; and ot her expenses |less than 1

8:17:18 AM

MR. FULP referred to the commttee handout, page 6, to review
the expense breakout specific to enployee benefits. He said
approximately $6 mllion is for insurance, and over $10 nillion
for PERS/TRS, out of a total enployee benefits cost of $18
mllion. The expense history was also reviewed using a bar
graph to highlight the progressive cost of benefits and
utilities from FY 09 through the projections for FY 13. It is
inmportant to incorporate the historical aspects of the budget in
order to project future needs, he said. The Anchorage CPI-U

(Consuner Price Index for Al Uban Consuners) [as established
by the U S. Departnent of Labor] effects the KISD budget, he
said, and directed attention to the charted increase spanning
the years 1976-2009, as well as a chart titled "Selected
Components of Anchorage CPlI, 1982-2010. The district bases the
student transportation contract on the Anchorage CPI-U, which
i ncreases each year by .75 percent of the CPI, and the major
contributing factors to the CPI are also the factors that
conprise the district's deficit, as previously discussed. Two
line charts were presented titled "Mjor Benefits" and "Mjor
Benefits Wthout On-Behalf,” followed by a bar graph titled
"Hstorical Utilities Chart" to highlight the steep rises in
t hese cost areas. He further underscored the increased cost for
heating the buildings with a line graph titled "Heating Fuel
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Hi story," spanning the period from FY 03 through the projected
FY 13 budget. The price of heating fuel has risen by 76
percent. The benefits and wutilities are being funded by
directing noney away fromthe classroons, he finished.

8:24:13 AM

REPRESENTATI VE FEI GE asked why KIB is reducing school fund
contri butions.

MR. FULP said the school budget is based on the prelimnary
projections received from the city, which indicate no increase
to the school s.

REPRESENTATIVE FEIGE inquired whet her t he district is
considering reduction of insurance costs through risk managenent
strategies, or other neans.

MR. FULP answered that the facilities unit ensures that the
pat hways are cleared, sanded, and safe, to mnimze slips,
trips, and falls, which represent the |argest exposure for

Worrknmen' s Conpensation clai ns. Heal th insurance cost savings
may be possible via plan design changes; a discussion
anticipated in the up-comng collective bargai ning negotiations.
However, he opined, any mtigation wll result in mnim

effects, due to the steep rise in prem umcosts.

REPRESENTATI VE FEI GE pointed out that collective bargaining is
negotiated on a three year cycle, versus the annual cycle of the
budget, and asked how this lack of alignnment allows enployee
contracts to be entered into when there can be no certainty for
themto be fulfilled.

MR. FULP said that from a finance perspective, the current pay-
as-you-go system does not allow strategic forward pl anning, even
on a yearly basis. The district is provided no budgetary
certainty from the state or city appropriation nethods, which
makes it difficult all the way around.

8:29:02 AM
REPRESENTATI VE ClI SSNA acknow edged the forward funding problens,

and asked for further clarity regarding the financial inpact of
the state contributions.
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MR. FULP said the state appropriations conprise 70 percent of
the district's funding. The state assistance for the TRS/ PERS
results in a net of zero.

8:31:26 AM

REPRESENTATIVE T. WLSON noted that the district has nine
schools that are below capacity, and asked for capacity nunbers
and whet her each school has a principal.

MVR. FULP responded that each school was designed for
approxi mately 100 students, and reported that 1.5 administrators
over-see eight schools. One full-tinme itinerant principal
supports the schools froman office based in the city of Kodi ak,
and flies to each village location on a regular basis. Cak
Harbor is the largest village school, and does have a half-tine
princi pal . The district has organized a staffing fornmula to
ensure that when a school population dips below a certain point,
staff is cut in order to maintain a bal anced budget.

8:33: 07 AM

REPRESENTATI VE SEATON returned to the PERS/TRS history and the
on-behalf information to point out that if the state had not
capped the costs to the district at 22 percent and assuned the
remai nder, KIBSD would be faced with a cost of $10 mllion.

MR. FULP said the Departnment of Admnistration sets the
actuarial rate, and in years prior to 2008 a rate was
established that did not reflect the need appropriately. Thus,
today there is a need to catch-up with the benefit, and the
state is funding the on-behalf difference between the enployer
rate and the actuarial rate. Wthout the state's paynent, the
districts would be liable for the entire anmount. The on-behal f
funding hel ps the district keep school prograns intact.

8:35:27 AM

LAURA HYLTQON, Business Manager, Lake & Peninsul a Borough Schoo

District (LPSD), began with a denographic of the 32,000 square
mle area. The district has 13 schools in 14 communities, and a
correspondence program The communities are small and renote
with school vyear access limted to air service at 13 of the
| ocations; one community has year round barge service. She said
that enrollnent peaked in 1999, at approximately 550, and has
since continually declined to the current 325 students

resulting in the closure of two schools. The buildings were
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built for a capacity of 75, but some have as few as 10 students,
whi ch keeps the building maintenance costs high throughout the
district. She reported that 10 vyears ago, LPSD adopted a

standards based system and the benchmarks attained, in math,
reading and witing, indicate significant inprovenent. O her
factors that contribute to student success include: i ndi vi dual
education plans (IEPs) as part of the standards based system
recruitnment and retention of quality teachers - in 2010 LPSD
i npl enent ed a | ongevity bonus for t eachers; targeted

prof essi onal devel opment and research-based curriculum early
literacy prograns distribute age appropriate books to children
from birth-three years of age; Iliteracy coaches providing
cl assroom instructional support; and certified tutors providing
i ntensive individual instruction for students. She reviewed the
revenue assunptions, which are: no base student allocation
(BSA) increase; federal inpact aid program reduction by 8-10
percent; increase in borough funding due to increase in property
valuation; ISER (Institute of Social and Econonm c Research)
increase from 1.941 to 1.994; hold harm ess paynent for Pedro
Bay School closure reduced by 5 percent; reduction in federal
grant funding and other grants ending; and E-Rate subsidies
decreasing from 86 to 81 percent. She noved onto the revenue
sources, listed as: borough appropriation, |ocal revenue, state
foundation fornula, one-tinme energy funding, and federal inpact
aid and E-Rate. The anticipated reductions are: $356, 704 in
general funds and $873,925 in federal grants, totaling an
anticipated overall FY 13 program shortfall of $844,387. She
directed attention to the commttee handout, page 5, and the
docunent titled "The Lake and Peninsula School District
Expenditures by Function,” to point out that energy costs have
skyr ocket ed. Options are being explored, and hydro power is
used when available, along wth the waste heat from the
community boilers, but she opined, it remains difficult to keep
pace with the cost increases. The food service programis also
expensive but has proven to be key to student achievenent
| evel s. The <contributing factors to the overall budget
shortfall are: expected reductions in inpact aid, no anticipated
increase in the BSA, continued increases in utility and energy
costs, the expected loss of the one-tine FY 12 energy funding,
expiring federal grants, and increases in general transportation
and postal expenses for transporting staff and shipping
educational material due to the districts reliance on airplane
service. ': outsourcing the food service; reduce the nunber of
principals by 1 full-tinme enployee (FTE), from 5 to 4; reduce
the nunber of teachers by 5.26 FTE, from 48 to 43.74; reduce
readi ng coach positions by 1.5 FTE, from 2.64 to .5; elimnate
district counselors, 2 FTE, reduce supplies and materials by
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$100, 000; reduce travel of district itinerant staff; and reduce
prof essi onal devel opnent travel. Despite reduced usage, the
increasing costs of wutilities and energy is burdensone, she
said, and noted that fuel costs have spiked to $8.00 per gallon.
The district continues to work on nmeans for mnimzing expenses;
however, rising inflationary costs require cutting classroom

staff and reducing educational programs, which will result in
fewer opportunities for students. Finally, she stressed that
LPSD strives to operate as effectively as possible and absorb
budget reductions in non-instructional areas. Wth anticipated

reducti ons necessary for FY 13, the core of the instructiona
program w || be inpacted.

8:46: 55 AM

REPRESENTATIVE P. WLSON asked how LPSD applied the federal
American Recovery and Rei nvestment Act of 2009 (ARRA) funds.

M5. HYLTON said the ARRA noney was focused on one-tine expenses,
such as purchase of «curriculum replacenent and updates of
technology itens, as well as targeted tutoring opportunities and
in 2011-12 it provided part the salary for a counselor.

REPRESENTATIVE P. WLSON noted that the required budget cuts
will have a major effect on the students, and she asked whet her
contract negotiations will include discussion of salary freezes
to mai ntain positions.

M5. HYLTON answered that the principal contract was recently

conpleted and the teacher contracts will be negotiated in the
spring of 2013. The contracts call for an annual two percent
i ncrease. One saving has been in the area of enployee health

i nsurance benefits, and the January 2012 renewal cost was
mai nt ai ned at 2011 rates. The com ng teacher negotiations wll
i nclude health care coverage, and she said the costs nmay change.

REPRESENTATIVE P. WLSON asked what the increnental step
increase is for teachers.

M5. HYLTON responded that it is 2 percent on the salary scale.
8:51:29 AM

REPRESENTATI VE ClI SSNA asked if school space can be rented out
when enrollnment is low, such as to a clinic. Also, she queried

if the district has resources which could be |everaged to create
revenue.
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M5. HYLTON said that schools are not currently renting out
space, as the comunities being served are small and cannot
support full-time services; however, itinerant health care
providers are allowed to conduct clinics in the facilities.
Teacher housing is leased on a long-term basis for comunity
wor k projects when housing is needed for workers. She descri bed
econom ¢ devel opnents that have doubled the borough valuation
bet ween FY 10-11.

REPRESENTATI VE ClI SSNA inquired about commercial fishing in the
ar ea.

MS. HYLTON replied that the borough does levy fish tax to sone
of the comunities.

8:57.06 AM
REPRESENTATI VE FEI GE asked where the hydro plant is | ocated.
M5. HYLTON said it is in Iliama.

REPRESENTATI VE FEIGE referred to the bypass mail novenent being
proposed in Congress, and asked what inpact it mght have on the
district.

M5. HYLTON stressed that the effect would be imense, and
explained how the bypass mail system is wutilized, which
i ncl udes: all food service operations, school supplies, and
janitorial goods.

8:58: 29 AM

REPRESENTATI VE MUNQZ directed attention to the committee handout
titled "Presentation to House Education Committee and House
Fi nance Subcommittee for Education, February 10, 2012" page 4,
to note the anticipated FY 13 shortfall of $844,387, and asked
if that includes the planned cost savings that are projected.

M5. HYLTON said, yes.
REPRESENTATI VE MUNOZ inquired what the BSA level would need to
be raised to in order to curb the shortfall, and what the

average is for base and m d-career teacher salaries.

M5. HYLTON answered that the BSA would need to be increased by
$320. 00 per student per year. Further, the base teacher salary
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is $42,000, costing the district about $75,6000, and a m d-range
teacher makes up to $60,000, at a district cost of about
$100, 000.

REPRESENTATI VE MUNCZ turned to page 5, of the handout, and asked
what the $791,000 for transfers represents, and, also whether
board nmenbers are paid.

M5. HYLTON said the transfer amount is noney that goes to other
funds, such as food service. Further, she said the school board
menbers receive a stipend of $100.00 for attending a board
neeting, as well as $90.00 per diem

9:01: 01 AM

REPRESENTATIVE T. W LSON asked her to provide the conmttee with
the cost for operating each of the district schools. Furt her,
she reminded the conmrittee that the BSA varies between
districts. She asked what precise benefit the $320.00 would
represent to LPSD.

MS. HYLTON said she would forward the details to the commttee.
9:02: 29 AM

DAVI D ARP, Business Manager, Sitka School District, began with
t he denographics of the Sitka area. Al'l of the schools are
| ocated on the island and within the Gty and Borough of Sitka.
The major industries are conmmercial fishing, tourism health
care, education, and governnent agencies. Access is via the
Al aska State Ferry system or through jet and small airplane
servi ces. The popul ation has renmined at a steady 8,800 since
the year 2000, wth 1,306 students. The district enploys
approximately 200 full-tinme staff in five school |ocations, and
supports one honme school program based out of one of the
el ementary school s. He said that all of the schools are
centrally |located, which has managerial advantages. M. Arp
addressed the question regarding renting school facilities for
profit, and suggested that because of the nunicipal dollars
provided to the district, it would seem incongruent to charge
the local citizens a use rental fee. The sw mming pool does
have a use fee attached, but the revenues collected are not
enough to cover the heating bill, or other nmintenance costs

The district does pursue revenue opportunities and attention is
currently being brought to the educational tax credit. The
district expects a decline in enrollnent of 11 students,
including 3 intensive need individuals, but an increase in the
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| SER percentage allowance, from 17.5 to 19 will help offset the

adj usted enroll nent. Anot her decrease is the one-tinme energy
assi stance, provided through HB 108, which boosted the FY 12
budget . He said the district anticipates that the city wll

continue funding education at the sane |evel as 2012. Fi nal |y,
the largest loss to the district budget is the loss of the
$500,000 from the tinber receipts provided under the Secure
Rural Schools and Conmunity Self-Determ nation Act [of 2000].
The bottom line indicates a total revenue decrease in FY 13 of
approxi mately $850, 000. Directing attention to the conmittee
handout, titled "Sitka School District FY2013 Prelimnary
Operating Budget," page 3, he indicated the pie chart
illustrating the FY 13 revenues and approximated the funding in
per cent ages as: state 70, local 30, and federal .17. He noved
on to the projected enployee costs, which conprise 81 percent of
expenses, and said education is a personnel driven industry.
The teacher contracts will be negotiated next winter. Referring
to Representative WIson's question regarding elimnation of
increment and step increases, he said it is inportant to
mai ntain a conpetitive wage system but the increases have not
exceeded three percent in the |ast several years. Review ng the
enpl oyee expense chart, page three of the handout, he indicated
that the benefits cost have been kept in check by partnering
with the city for health care; however, one expensive nedevac
flight per year can crush the insurance rate. The classified
staff has undergone a 22 percent increase, which is due to the
intensive need program he explained, and indicated how the
enrol I ment count has risen in 10 years from 15 to 37. The total
increase in enployee costs is expected to be about $324,000, or
2.2 percent, over the FY 12 budget, and he provided a pie chart
to illustrate the cost distribution in percentages: t eachers
50, benefits 27, classified enployees 12, admnistration 9, and
substitutes 2.

9:11: 02 AM
VR. ARP revi ewed t he non- enpl oyee expenses, totaling
approximately $3.5 million. Uility costs dom nate taking half

of the budgeted funds. Al t hough hydroelectric is the primry
energy source, diesel is once again going to be used to nake-up
for the deficit in the burgeoning power needs of the community.
The ARRA Education Jobs funding was used entirely for technol ogy
upgrades and purchases. The board worked with the district to
create a five year technology plan, which then requires
mai ntenance, as indicated by the tw line itens in the
projection chart totaling about $500, 000. He reported that the
bottom Iline indicates a drop in non-enployee costs of
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approxi mately $42,000, or 1.2 percent. Revi ewi ng the pie chart
illustration, the non-enployee percentages are: rmaintenance 47
school /program 19, district admnistration 13, technology 12,

contract 4, activities 3, transfers 1, and school board 1. He
reviewed the final pie chart illustrating total expenditures in
percent ages, which are: salaries and benefits 81, maintenance
9, other 4, program 3, and district admnistration 3. The

school activities programis funded for $600, 000, but the budget
contribution is only $100,000, as $500,000 wll be deposited
from private fund raising efforts wthin the community.
Referring to a previous commttee question, he said the board

nmenbers are volunteers and receive no conpensation. In sumary,
he said that the bottom |ine budget figure shows a $1.29 nillion
deficit. The district maintains a reserve fund, with a current
estimated balance of $1.2 mllion. To soften the blow of the
expected deficit, a $500,000 draw down is anticipated in FY 13,
which equates to maintaining 14 teaching positions. He
explained that the district's process will be to submt the

projected FY 13 budget to the comunity and stakeholders for
review, and receive feedback prior to making final «cuts.
Turning to the final chart, page 6, he reviewed the differences
in the FY 12 actual, versus the FY 13 projected budgets.
Finally, he recalled Representative Cissna' s question regarding
PERS/ TRS on behalf funding and said it was used to pay the
unfunded aspect, and indicated that the district assunes paynent
to the |l evel of 22 percent.

9:17: 29 AM

REPRESENTATI VE CI SSNA noted the high cost of utilities in every
community and suggested how it can negatively inpact students
when they arrive at school from a hone that may not be able to
afford heat or adequate food. She referred to the expenditures
for the upgraded communication technology and asked how it has
helped in uniting the comunity and expanding |earning
opportunities for students. Al so, does the telecomunication
network provide a benefit between Sitka and other districts;
possi bly | owering travel costs.

MR. ARP described the technological upgrades and the support
costs involved, including Skype capabilities which have proven
especially hel pful for interviewng enployee candi dates.
Additionally, he reported that Google Earth has allowed the
students to walk through Europe, which is a great experience
conpared to the traditional canvas nmap. Finally, he stressed
that nothing replaces face-to-face communication, but using the
technol ogy and reducing travel costs has been hel pful.
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9:22:10 AM

REPRESENTATIVE P. WLSON inquired whether the property val ues
have risen, and whether the <changes in the mll rate, as
connected to the property taxes, has any influence on the school
budget .

MR. ARP responded that the school foundation formula is affected
by property value increases, and said that the Cty of Sitka
funds the school s above the required anount, but not to the cap.
The process is negotiated each year with the city, and nany
factors influence the outcone including: property eval uations,
sales tax, and revenues. He reported that the <city 1is
experiencing declining revenues, primarily due to a decrease in
the tourismindustry.

9:23: 57 AM

REPRESENTATI VE PRU TT questioned why the volunteer school board
budget nearly doubled in one year, from $37,000 in 2011 to
$57,000 in 2012.

MR. ARP assured the commttee that it is a volunteer school
board; however nedia costs for pronotional materials and hiring
advertisenments are also accounted for under this heading.
Additionally, he said that the board nenbers recently received
new conputer devices, and noted that all travel costs are paid,
save per diem He pointed out that the board is budgeted for
$10, 000 less in FY 2013.

9:25: 26 AM

REPRESENTATIVE T. WLSON asked about the average class size,
estimating it to be between 6 and 14, and acknow edged that
i ntensive special needs students would skew the nunber.

MR. ARP estimated it to be about an 11:1 ratio.

REPRESENTATIVE T. WLSON recalled that the budget deficit
represents 14 teacher positions and queried what the ratio would

becone if staff is cut and cl asses reconfi gured.

MR. ARP said information would be provided to the commttee.
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REPRESENTATIVE P. WLSON interjected a reminder to comittee

menbers that Sitka has a high nunber of intensive needs
st udent s.
9:28: 05 AM

M KE FI SHER, Chief Financial Oficer, Fairbanks North Star Borough
School District, described the district as foll ows: enconpasses 7, 361
square mniles, serves a popul ation of 98,660, supporting an enroll nment
of 14,300 students with 35 school s. The schools range in size from an
elementary with 88, to a high school of about 1,200 students. The
dropout rate has been on a steady decline for several years,
decreasing from 7.3 percent in 2005 to 3.9 percent in 2011; for
students less than 16 years of age it is .6 percent. The four year
cumul ative graduation rate has increased from 54.4 percent, in 2007,
to 71.1 percent for 2011. He said students are encouraged and
supported to conplete high school, and as such the five vyear
cumul ative graduation rate for 2011 is 75.5 percent. He continued to
report 2011 percentages, and other statistics that are not directly
attached to a nonetary value, which included: 92.8, the average daily
attendance (ADA) for all students; 90.0, the ADA rate for the C ass of
2011 graduating seniors; 2.9, the average cunulative GPA for the O ass
of 2011 graduating seniors; 80.0, the Cass of 2011 seniors who rated
the overall quality of their education at their school as good or very
good; 90.0, parents satisfied with the quality of their elenentary
child's education in language arts; 86.0, parents satisfied with the
quality of their elenmentary child' s education in mathenmatics; 54.0,
teachers who have at least a master's degree; and 25.0, teachers who
have achi eved National Board Certification. He reported that district
students have scored at or above the national average in reading,
| anguage, math, science, and social studies on the Terra-Nova national
standardi zed tests, and have yielded higher average results on the
Schol astic Achi evenment Test (SAT) and Anmerican College Testing (ACT)
exans than students in the renmainder of the state and in other parts
of the nation. The successes are attributable to a nunber of
i nnovative progranms and school choices, which include: Lat hrop High
Engi neering Acadeny, Hutchison H gh Construction Acadeny, Janes T.
Hut chi son Career Technical H gh School (partner with UAF), Barnette K-
8 Magnet School, Chinook Mntessori Charter School (K-8), Effie
Kokrine Early College Charter School (9-12), Star of the North
Secondary Charter School (7-12, credit recovery), Witershed Charter
School (K-8, place based), Building Educational Success Together
(BEST) correspondence program and the Students Miking a Right Turn
(SMART) program

9:32:46 AM
MR. FISHER said that success requires financial support from nmany
sources and the 2012-2013 proposed budget of $216, 947,820, includes:

$180, 114, 020 operating funds; $16,409,850 l|ocal, state, and federal
grants; $12,055,660 transportation; $6,025,520 nutrition services; and
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$2,342,772 school activity fund raising. The PERS/ TRS on behalf
figure was consciously not included in the visual pie chart of the
funding sources, but does represent $35 mllion. Cont i nued
educati onal success requires funding to be increased and sustained.
However, the 2012-13 proposed budget is based on the expected flat

funding, which wll not allow for the sane experiences as have
occurred, and simlar success |levels may not be realized. The current
operating fund budget is $180.9 nillion, and to nmaintain the sane
| evel of services in 2013, the projected need is for $192.4 mllion;
an increase of $11.5 mllion. The projected revenue for 2013 is
$180.1 mllion, leaving a $12.3 projected shortfall based on the
foll owi ng assunptions: flat local funding, no increase to the BSA

loss of the one-tine state energy funding, flat federal funding,
mnimal enrollment increases, and a final adjustnent to the DCF

(district cost factor). He accounted for the increase in the
mai nt enance | evel budget, as foll ows: sal ary, wage, health, and other
benefit cost increases of $4.0 mllion; inflationary pressures on

energy and wutilities, supplies, materials, maintenance, and other
service contracts of $0.8 million; absorbing the cost for 22 jobs bil
teachers at $2.0 mllion; adding over 23 special education specialists
to meet mandated | evel of services for $2.3 nillion; increased subsidy
to the pupil transportation fund of $1.0; purchase of social studies
and career technical curriculumnmnmaterials for $1.4 mllion; equaling a
total 2012-13 nmmi ntenance |evel budget increase of $11.5 mllion. He
pointed out that the care was taken in inplenenting the jobs bill
funding, in order to not create prograns that would be unsustai nable.
The 2012 jobs bill indicated that it should be used to sustain
positions that mght otherwi se be cut, and 22 existing positions were
mai nt ai ned, essentially deferring cuts for one year. Furt her, he
el aborated that Fairbanks is a hub for intensive needs students, and
mandat ed services nust be net. A reserve fund will be zeroed out to
offset the student transportation costs. Also, the curriculum is
reviewed and replaced on a six year rotation cycle, but was deferred
fromthe current year, he expl ai ned.

9:42: 09 AM

MR. FI SHER conpared the funding source totals of the 2011-12 and the
projected 2012-13 budgets to arrive at total reduced revenue
projections of $0.8 mllion, and cost increase totals of $11.5
mllion, for a bottomline shortfall of $12.3. He said that the
district does not expect the state or any one funding body to nake the
shortfall go away, and program adjustnments and cuts will be nade to
attain a sustainable |level of service. The cuts will inpact all areas
i ncluding the classroons, and he stressed, the need for a reasonable
and pernmanent increase to state funding in order continue the
educati onal successes gai ned over the past few years. Conti nued fl at
funding of the BSA or one-time funding from the state will Ilikely
result in larger class sizes, place prograns in jeopardy, defer
problens to succeeding years, and do little to help address the $12.3
mllion shortfall, he opined. Actions necessary to acconmpbdate the
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$12.3 mllion deficit could include the follow ng: elimnate 29

di strict-w de positions i ncl udi ng assi st ant superi nt endent s,
managenent, maintenance staff, support staff, teachers, and reading
and math tutors, saving $3.5 million; elimnate 28 elenmentary schoo
positions, including a principal and 27 teaching positions and

i ncrease kindergarten class size by one student, grades 1-3 by one and
one half students, and grades 4-6 by two students, saving $6.5
mllion; elimnate 21.8 mddle school and Jr./Sr. hi gh schoo
positions, including an assistant principal and 20.8 teaching
positions, as well as elinmnate niddle school team collaboration tine
and increase grade 7-8 class size by one and one half students, and
Jr./Sr. high classes by two students, saving $2.2; elimnate 16.2
senior high school positions, including 3 counselors, 3 library
assi stants, and 10.2 teaching positions, as well as increase grades 9-
12 class sizes by two students, saving $1.4 million; across the board
non- personnel cuts in nost prograns and services, including |egal and

risk support, recruiting travel, adverti si ng, operation and
mai nt enance supplies and services, library support, professiona
devel opnent, instructional technology, school activities and supplies,

and | obbying services, saving $2.1 mllion. He pointed out that these
proposed cuts nmy undergo sone changes by the <citizens review
committee. In closing he said that, "Continued flat funding of the
BSA will inpact classroons, progranms, and the educational experience
that we can provide and the results we strive to achieve."

9:49: 06 AM

REPRESENTATI VE FEI GE asked whether altering the timng of the annual
student count, now conducted in October, and the tinmefrane for
applying it to the budget, would have a positive effect on the
pl anni ng process.

MR. FI SHER responded that it could nake a big difference depending on
specific situations and how t he mechani sm m ght worKk.

REPRESENTATI VE FEI GE solicited the district's comments on HB 313.
9:51: 27 AM

REPRESENTATI VE Cl SSNA asked whether the district is increasing or
decreasing technical trade skill training, such as shop class. Al so,
she queried whether rural student populations have increased in the
Fai r banks ar ea.

MR. FISHER answered that Hutchison is a district w de high school
dedi cated to vocational/technical training and is partnered directly
wi th UAF;, however, every high school has sonme trade class offerings.
He pointed out that Hutchison is honme to the Construction Acadeny but
of fers a spectrum of career pathways.

9:54: 34 AM
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REPRESENTATI VE P. WLSON noted that a significant nunber of positions
may need to be cut, and asked what percentage woul d be teacher staff.

MR. FISHER said that of the 95 proposed position cuts, approximtely
60 are teachers.

9:55:54 AM

REPRESENTATIVE FEIGE said that HB 145 is a bill addressing school
choice, and asked what inpact it nay have on the financing of the
district.

MR. FI SHER answered that he has not analyzed the bill, and pointed out
that the district funding is based on enroll nent.

9:57:22 AM

REPRESENTATIVE T. WLSON suggested that additional cuts at the
administrative level may need to be considered, and asked for further
i nformation. Finally, she said that the finance sub-committee has
limted power and cannot change formula funded prograns such as the
BSA or transportation. However, purview of the sub-conmittee does
cover program review to determne district benefit and viability.
Mentoring specialists, literacy prograns, and other positions nay be
funded through grants, or elimnated, based on reconmendations from
the district, and she asked for follow up infornmation.

9:58: 27 AM

CHAIR DICK thanked the participants and announced the upconi ng
nmeeti ng.

ADJ QURNVENT

There being no further business before the conmttees, the joint
nmeeting of the House Education Standing Conmmittee and the House
Education & Early Devel opment Finance Subconmittee was adjourned
at 9:58 a.m
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