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Referred: Finance

Original sponsor: Rules/Governor

BY THE HEALTH, EDUCATION AMD
I» THE ROUSE SOCIAL SERVICES COMMITTEE

CS FOR HOUSE BILL BC. 604 (HESS)
IW THE LEGISLATURE OF THESTATE OF ALASKA
FOURTEENTH LEGISLATURE - SJ2COHD SESSION
A BILL
For an Act entitled: "An Act relating tostate support for education\ and
providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.17.021 is repealed and reenacted to read:

Sec. 14.17.021, AID TO SCHOOL DISTRICTS. (a) The amount of
assistance that a school district 1is eligible to receive from the
public school foundation account in each fiscal year 1is initially
calculated by rcuiciplying the funding unit value established under
AS 14.17.056 by the total number of allovable funding units for the
district established under AS 14,17.045.

(b) The amount of assistance established under (a) of thi
section ia than reduced by

(1) for all school districts, CO percent of the federal
financial assistance received by the d?strict under ?0 U.S.C. 236 -
244 (P.L. 31-874, as amended) for the preceding fiscal year, or some
lover percentage of that assistance if necessary to comply with 20
U.S.C. 240(d) and the regulations adopted under it (34 C.F.R. Part-
222, subpart 0 f

(2) for city or borough school districts, an amount equal
to en assessment of two mills on 100 percer t of the full and true
value, as reported by the Department of Community and Regional Affairs
under AS 14.17.140, of the capable real and personal propart}™ in the
district on January 1 of the assessment year preceding the year in

which the fiscal year in (a) oi: this section begins, up to a limit of
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CSHB 604 (HESS) ~2-

$1,000 per mill, multiplied by the district"a ADN/FTB.
Sec. 2. AS 14.17.022 1ij amended to readt

Sec. 14, 17.022. FUNDS T0?, CENTRALISED CORRESPONDENCE STUDY.
Funds for providing central.lied correspondence study programs for
students not enrolled in an approved school district correspondence
study program oust [SHALL] 1include an amount [APPROPRIATION] from the
public school foundation account FIN Ad AIIOUNT] calculated by nulfci-
plying the finding unit value established under AS 14.17.056 by the
nuebi.r of atlovable basic funding units that_uould ba esfablished
under AS 14.77.055(a) for a coroiunity the snag ADK/FTS as that of
centraliscd correspondence study [BASE INSTRUCTIONAL UNIT BY THE TOTAL
8UHBSR OF INSTRUCTIONAL UNITS AS DETERMINED BY APPLYING THE NUMBER OF
CORRESPONDENCE STUDENTS TO AS 14.17.041(a)J.

Sec. 3. AS 14.17 is amended by adding a now section to read:

Sec. 14.17.C45. ALLOWABLE FUNDING UNITS. The total number of
funding units within each achool district for any fiscal yeer 1is the?
sun of the following, calculated to the third decimal place, for that
fiscal year:

D the nunber of basic funding unita for each city or
unincorporated community 1in the district, calculated under AS 14.17.-
055(a)j

(?.) the number of funding unite for cities or unincorporat—
ed communities in the district with low school enrollments calculated
under AS 14. 17.055(b){

3) the number of funding units for districts with low
school enrollments that have at Jleast one city or unincorporated
community with an AUM/FTE greater than 500, calculated under AS 14.-

17.055(c)>

4) the number nf funding unita for special education
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calculated under AS 14. 17.055(d);

(5) the nuiabsr of funding units for bilingual/bicxiltural
education calculated under AS 14.17.055(e)t

(6) fTh2 number of funding units for vocational education
calculated under AS 14. 17.055(F)i

(?) the number of funding units for training and experience
of district: personnel calculated under AS 14. 17.055(g); and

(3) the number of district location units for the district
calculated under AS 14.17.055(h).
Sec. 4. AS 14.17 in amended by Adding a new section to read:

Sec. 14.17.055. CALCULATION OF ALLOWABLE UP?ITS. (n) The nut,her

of basic, funding units for each district is the sura of unita calculat—
ed by the department for each city or unincorporated community within

the district according to the following table:

<1) Kindergarten ADH/FTE x 1.3
CO Grades 1- 2 ADM/F7H x1.15
(3) Grades 3- 6 ADM/FrTE vy 1.0
(4) Grades 7-12 ADH/FTE x 1.2

(b) Snail school funding unite for cities or wunincorporated
communities with K - 12 ADH/FTE of 500 or less are calculated accord-

ir.g to the following table:

ADH/FTE UNITS
1-10 25
11-15 25 + (4 x (ADM-10))
16 - 25 45 & (1 x (ADM-15))
26 - 200 55 + (0.5 x (ADK-25)}
201 - 500 142.5+ (0.025 x (ADM-200))
(©) Ecoricny of scale units arc calculated according to the
following formula for school districtswith K - 12 ADM/FTE greater
-3- CSHB 6040TESS)
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corporated community with ADM/FTE greater than 5007?
Unita » (3,500-Digtriet ADM/FTS) z 150
3,000
(d) Special education funding units according to the followin

table are added for each cltv or unincorporated community within the
district based on r.he number of ttudent# enrolled 1ir. each prog,ran
category on the last day of the cotmcing period under AS 14.17.170
that is used to determine state aids

(1) Resource Services

Enrollment Funding Units

1 - 3 10.000

9 - 18 20.000

Over 13 20 y. (Enrollment/18)

(?.) Self-Contained Services

Enrollment Funding Units

1-5 10.000

6 - 10 20.000

Over 10 30 y. (Enrollment/10)

(3) GifCed«Taler.ted Services

Enrollncut Funding Units
1-9 5.000
10 - 19 10.000
20 - 29 15.000
30 - 40 20.000
Over 40 20 x (Enrollmcnt/40)
(4) Intensive Services
Enrollment Funding Units
3 20.000
CSHB 604 (HESS) _4-
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Over 2 20 > (Enrollment/3)

(e) Biliugual/bicultural funding units are calculated by multi—
plying by 0.7 the number of students enrolled in bilingual clas«u«,
approved by the department, as af the last day <f the counting period
under AS 14.17.170 that is used to determine state aid.

(f) Vocational education funding units are calculated by multi—
plying by .5 the number of ADM/FTE students enrolled 1in vocational
education classes approved by the department, as of the last day of
the counting period under AS 14.17.170 that is used to determine state
aid,

(@ District training and experience funding units for an?
fiscal, year are. calculated by multiplying 40 percent of the subtotal
of units calculated under (a), (b)), (c), <d3, (e)f and (£) of this
section for that fiscal year by the district"s training and experience

index. The training and experience index is determined an follows:

@) the department shall assign each district teact

value in tbs following table in accordance with regulations adopted by
the department:
Training
BA BA-F* HA HA-f-18 15A+36 HA+54
ecperlance 1 2 3 4 5 6
0.00 0.05 0.15 0.20 0.25 0.30

A ©,° 0.15 0.25 0.30 0.35 0.40
5 0.25 0.30 0.40 0.45 0.50 0.55
3 0.35 0.40 0.50 0.55 0.60 0.65
10 0.50 C.60 0.65 0.70 0.75
12 0.65 0.70 0.75 0.80
15 0.75 0.30 0.85 1.00

In the training side of thin table,

_5- CSHB 604 (HESS)
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(A) colukc. 1 refers to asalary based upon, s bache—
lor®s decree;

(B) column 2 refers to nsalary based upon seiaester
hours beyond a bachelor'3 degree but less than a master®s degree;

(C) eoluan 3 refers to a salary based upon a master's
degree or its equivalent:?

<D) column 4 refers to a salary based upon s master®s
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training or the equivalent;

degree plus 36 or more, but

18 or more, but fever chan 36, semester hcurs of

() column 5 refers to a salary based upon a

training or the equivalent;

degree and 54 or more

lent;

average of the valuca assigned to ml

CF> column 6 refersto

fever than 54, semester hours of

a salary baaed upon a master 3

semester hours of training or the equiva—

(2) each district"s! training and experience index

teachers in che district under

Cl) of this subsection, minustheaverage ofthe district with the

lowest average.

Q)

District location unita for t?ach district are calculated

Multiplying 60 percent of the district® subtotal of units under (a),

(b), (c), (D, (e), and (f) of this section by the district"s location
index ir. the following tablej
District District Location Index

Adah 0.500

Alaska Gateway 0.300

Aleutians 1.000

Anchorage 0.000

Annette 0.350

CSHB 604 (HESS)
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Bering Strait
Bristol Bay
Chathcn
Chugach
Copper River
Cordova
Craig

De.lt?".
Dillingham
Fairbanks
Galena
Haines
Hocmah
Kvdahurg
Iditarod
Juneau

Kakft
Kashunamiut
Kenai
Ketchikan
King Cove
Klavock
Kodiak

Kuspuk

Lake £ Peninsula

Lower Kuskokwio

T.orcr Yukon

Pfatar tieka-Susitna

Mea "*na

COAAMITTEE COPY

.850
.500
.350
.160
.300
.130
.350
.300
.500
.100
.500
.130
.130
.350
. 750
.050
.350
.650
.050
.050
.500
.350
.10
.750
.850
.650
.650

.000
.300
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Nome 0.500
Nor th Slope 1.000
Northwest 0.859
Pelican 0.350
Petersburg 0.050
Pribilofe 0.650
Re 5.1belt 0.300
Sand Point 0.500
Sitka 0.050

0.130
Southeast 0.350
Southwest 0.850
St. Mary's 0.650
Tanp.na 0.650
Upalaoka 0.650
7aldez 0.130
Vrangell 0.050
Yakutat 0.350
Yukon Flats P. 850
Yukon Koyukuk 0.850
Yupiit 0.650

* Sec. 5. AS 14.17.056 ia amended to read:

Sec. 14. 17.056. fBASF? INSTRUCTIONAL] UNIT valUE. The TFfunding
[BASK INSTRUCTIONALI unit value for fiscal yaarc beginning or or after
July 1, 1086 shall, be equal to the amount appropriated by the
legislature to the nubile achool foundation account fog the fiscal,
year, divided by the total number of allowable funding units for all
districts under AS 14.17.045 [1932, IS $42,450. THE BAst INSTRUCTION
UNIT VALUE FOR THY FISCAL YEAR BEGINNING JULY 1, 1081, IS $38,590].

CSPB 604 (HK3S) -8-
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A See. o. AS 14.1?.Q(50 its amended to readi

Sec. 14.17.0PO. PRELIMIMARY REPORTS fCOMPUTATION} BY BT.STg.ICTS
tDISTRICTJ. By October 15 (301 of che pre-fiecal year each district
shall submit to the* department, in tho manner and on forias to be
prescribed by the coniaiRfiioner, a prel.Inbtary report of estimates and
data upon uhich computations can be made (FOR THE FOLLOWING FISCAL
YEAR] of the nnourit of [BASIC] state aid for which the district 1is
eligible the foilowing fiscal year under AS 14.17.027 [J AHD THE AMOUNT
FOR SUPPLEMENTAL PROGRAMS WHICH HAS BEK?! APPROVED FOR FUNDING CONSID—
ERATION BY THE COMMISSIONER. EACH DISTRICT SHALL MAO THE COMPUTA—
TIONS IH THE MAURER PRESCRIBED BY AC 14.17.080 - 14.17. 150]. The
preliminary reports required by this section (COMPUTATIONSj are the
basis for requesting legislative appropriations and for making prelim—
inary payments under the public school foundation program for che
fot lowing .fioea: yenr.

Sea. 7. AS 14.17.002(e) 1is anendcd to read:

Sec. 14.17.082. FUND BALANCE [CHANGES] III SCHOOL OPERATING FUND,
(a) Each district having an ADM/FIP, of 500 or more (AT LEAST 400
INSTRUCTIONAL UNITS UNDER AS 14.17.031(a)] may accumulate gn unre—
stricted, ukdaplgnated (Al fund balancer a. defined by the department
by regulation, 1in the school operating fund of seven percent of its
expenditures for the preceding fiscal year. Each district having an
ADM/FTE of 1lea? than 500 (400 INSTRUCTIONAL UNITS] rany accumulate an
unrestricted, undasignfited (A] fund balance of 10 percent of 1its
expenditures for the preceding fiscal year.

Sec. 8. AS 14.17.032(b) ia amended to read:

(b) The commissioner shall review the annual audit of

district to ascertain changes 1in the year-end operating fund balance

of the districts, and notify districts and the board, through &
-9- CSHB 604 (HESS)
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written vreport;, of any wunrestricted, undesiffnaced fuac! balances
[BALANCE ACCUMULATION] greater chan that penultted under (n> of this
section.

Sec. 9. AS 1i4.1?7.082<c) 1is repealed and reenacted to read:

(©) The amount by which a diifitrict's eligibility for st
assistance under AS 14.17*021 or 14.17.035 exceeds che amount per
ADM/FTS chat it received for the preceding fiscal Y€dl, must: be
reduced in any fiscal year by the amount by which tbhs district"s
unrestricted, undesignated fund balances exceed the amount permitted
under (a) of this section.

Sec. 10. AS 14.17.150 1is amended to read:

Sec. 14.17.150. DUTY OF COMMISSIONER TO EXAMINE AND TABULATE
COUPOTATIONS. (a) The commissioner shall examine the preliminary
reports submitted by each district under AS 14.17.06Q, to determine
that data are correctly reported avid eotimatesnand .computations are
made 1n accordance with the department*e regulations {THEY ARE COR-—
RECTLY COMPUTEDI, If the reports contain errors in data, estimates,
or computations [ALLOTMENTS ARE INCORRECTLY COMPUTED], the coianission—
er shall either (1) obtain corrections [A CORRECT COMPUTATION] from
the district, or (2) make corrections [A CORRECT COMPUTATION] based on
information available, and give notice of the corrections [CORRECTED
COMPUTATION] to the district. fTHE COMMISSIONER SMALL REVIEW SUPPLE—
MENTAL PROGRAM APPLICATIONS AND NOTIFY THE DISTRICT WHETHER ITS SUP—
PLEMENTAL PROGRAM IS APPROVED FOR INCLUSION IN ITS FOUNDATION PROGRAM
COMPUTATIONS.]

(b) The commissioner shell reduce tho data, estimates, and
computations reported by tho districts and the computations made by
the department [THESE COMPUTATIONS] to n report in tabular [FORM] or

other [ANOTHER] fora helpful in determining the amount of state aid

CSIIB 604 (HESS) -10-
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for which each diatrict is eligible fBXAWTHIBC THE COMPUTATIONS OF THE
DISTRICTS} and shall tranBiait the report to tho governor. The commis—
sioner shall a/jir_tain additional copies of this report in the soraratG-
sfoner*ft office, as a matter of public record. This report mugt
[SHALL] be entitled “Public School Foundation Program Computations.™
Sec. 11. AS 14.17.160 1is amended to rend:

Sec. 14 .17.160. ALLOCATION OF FUNDS 0il PRELIMINARY COMPUTATIONS.
The commissioner shall determine the state «iti for each school dis-
trit'tr. for each fiscal vear based on the pre-fiscal vear estimates
contained in the ppreliminary reports submitted unde?* AS14.17.C30 fON
THE BASIS OF THE PRE-FISCAL YEAR COMPUTATIONS!. Beginning Julyl5 of
each [THE] fiscal year and on the 15th day of each month[, 1 for the
ner.t eight fSEVEN SUCCESSIVE] months. one-twelfth of eac district. 3
state aid as ao deterpined must [SHALL! be distributed.

See. 12. AS 14.17.170 1is amended to rend:

Sec. 14.17.170. PAYMENT UNDER ADJUSTED COMPUTATIONS. Each
district shall oaks a report at the end of the 70-school.-day period
ending the fourth Friday in October, and nay make a report at the end
of_ f:h& 20-3chtfol-day parted eliding the second Friday lit February that.
in accordance with regulations adopted by the department, reports
[FIRST NINE WEEKS OF SCHOOL, WHICH CONTAINS A HEW ESTIMATE OF] 1it#
average daily membership for that counting period. [THE FISCAL YEAIl]
and other information that [WHICH] will aid the commissioner in making
a more accurate determination of eech district"s state sid. The
October report, or the February report if it makes the diatrict eligi—
ble for raoro state aid, 1ie [THIS HEW ESTIMATE AND INFORMATION OF
AVERAGE DAILY MEMBERSHIP SHALL BE] the basis for the computation *md
distribution of each district™ state aid for che balance of the

fined year. Aa soon an possible after receiving each district®

-11- CSHB 604 (HESS)
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report [7H”” COMMISSIONER SHALL, Oil THE LASTS OF THIS HEW ESTIMATE AND
INFORMATION, MAKE A RECOMPUTATIOt? OF EACH DISTRICTS STATE AID.
BEFORE DECEMBER 21, the* com Isg.-loner shall notify each district of
changep made in the nunber of funding units calenlaced foi~ Chat dis—
trict [ITS STATE AID]. The comraiaaioner shall also deternine whether
che money in the public school foundation account 1b sufficient to
meet each district"s state aid for the fiscal year, and, if che money
is not aufficifc-nt, the commissioner shell immediately 1inform tho
governor of the amount of additional appropriation the commissioner
estimates wil?- be necessary to carry out Che public school foundation
progrsn for the rest of the fiscal year. Beginning April {FEBRUARY}
15 and on the 15th of each subsequent month, onejjrhird [ONE-FIFTH] of
the recomputed balance of each district"s scatO aid must [SHALL] be
distributed. {HOWEVER, ONE-HALF OF THE JUNE PAYMENT SHALL BE WITHHTU)
PENDING A FINAL DETERMINATION OF THE DISTRICT®"S STATE AID. ]
Sec. 13. AS 14.17.180 if amended to read:

Sec. 14.17.130. [PAYMENT DBD8R1 FINAL COMPUTATION. Before June
16 each district shall transmit to the commieaioner a final report of
It.B enrollment and other information required by the conralasloner
[COMPUTATION OF THE DISTRICT®S STATE AID. THE COMMISSIONER SHALL
PROCESS EACH DISTRICT"S COMPUTATION Il THE MANNER PROVIDED SY AS 14.-
17.150(a).- HOWEVER, 11?7 NO EVENT MAY TRF ENTITLEMENT OF A SCHOOL
DISTRICT TO STATE AID UNDER AS 14.17.021 BE LESS THAN THAT COMPUTED
UNDER THIS SECTION FOR THE PRECEDING YEAR, EXCEPT AS OTHERWISE PROVID—
ED IN AS 14.17.031, OR UNDER AS 14.17.170, WHICHEVER IS GREATER.
ADDITIONAL STATE AID SHALL BE OBLIGATED BY THE COMMISSIONER BEFORE
JUNE 30]. If the district received nor.? state aid money than it wag
entitled to under this chapter, it shall immediately, after notice

from the comaipgioner of the overpayment, remit the amount of

CSHB 604 (HESS) -12-
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overpayment to the commissioner to be returned to the public school
foundation account. If the reilaittance 1is not Kadg within 30 days
after the date of the corateisfiloner *& notice, che commissioner shall
yj-thbold the amount of thg overpayment from subsequent payments to the,
district under thi« chaplor.

Sec. 14. AS 14.17.190 is amended to read:

Sec. 14.17.190. RESTRICTIONS COVERWISG RECEIPT AND EZ* SNDXTHRE
OF MONEY FROM PUBLIC SCHOOL FOUNDATION ACCOUNT. (a) The public
school foundation money distributed to a district» together with any
interest earned by the district on the money, tuict [DURING A YEAR
SHALL] be received» held, and expended by the district subject to Che
provisions of law and regulations adopted (PRGMULGATED] by the depart—
ment .

(b) Each district shall maintain, financial records of the re—
ceipt cad disbursement cf public school foundation cioney, 1interest
earned on that money, and money acquired from Jlocal effort, Tne
recor’de must be in the form required by the commissioner and are
aubiect to audit by the commissioner or the board St any tine.

Sec. 15. AG 14.17.225(b) 1is amended to reed:

(b) Money [FUNDS] to carry out the provisions of this chapter
fAS 14.17.010 - 14.17.190] may be appropriated annually by the legis—
lature 1into the public school foundation account. If the amount
appropriated to the account for arty fiscal year exceeds the alloca—
tions otherwise authorised under this chapter, the excess money must
be distributed pro rata among those school districts eligible for less
aid per ADH/FTE under AS 14.17.021 than they would have received under
sec. ch. 75, SLA 1935. The pro rata distribution nust be based
upon the funding unita that those districts are eligible to receive

under this chap tor. If amounts 1iu the account are insufficient to

-13- CSHS 604 (HESS)
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neot she allocations authorised under this "cbcptcr. tho available
money [AS 14.17.010 - 14.17.190, SUCH FUSDS AS ARB AVAILABLE] shall he
distributed pro rata. among centrali.red correspondence study programs
and each school, district based upon thu fundlog units for., which they
are eligible untter this chapter [DISTRICT S SASIC SEED],

n See. 16. AS 14.17.250(1) 1is amended to r<wsd?

(@H) MAOhw or "average daily Bjecsbershipl means the a

days of ttenLeraMp of j.apils divided by the actual number of days 1in
session for the school term;

* Sec. 17. AS 14,17.250(1?) is amended ttf read:

(17) "AW/PTS"™ or ™AW full-time equivalent” sseaps tho
average daily membership (AW) as proporeloaatolymreduced. under
regulations adopted by the department, to reflect the enrolleant of
part-tlag students [QUOTIENT OF TUB AGGREGATE PERIODS OF PUPIL MEMBER —
SHIP PER BAY Il SPECIFIED CLASSES, DIVIDED BY THE HOBBES. Of CLASS
PERIODS Til THE SCHOOL DAY] j

* Sec. 18. AS 14.17.023, 16.17.031, 14.17.041, 14.17.051, 14.17.061,
14.17.031, 16.17.090, 14.17.7C5, M.17.225(f), and 14.17.250(4), (9), (13),
and (19) ere repealed,

* See. 19. The Department of Education nay adopt regulations under
AS 14.17.200 to implement the changes made bythis Act. Those regulations
take effect, in accordance with the Administrative Procedure Act (AS 44.62),
but not before the effective date of seen. 1 - IS of this Act.

* Sec. 20. Section 19 of this Act takes effect immediately 1in accor—
dance with AS 01.10.070(c).

* Sec. 21. Sections 1 - IS of this Act take effect July T, 1986.

CSHB 604 (HESS) ~14-
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Introduced: 2/14/86
Referred: Health, Education
& Social Services and

Finance
BY THE RULES COMMITTEE BY
IK THE HOUSE REQUEST OF THE GOVERNOR
HOUSE BILL NO. 604 _
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to state support for education; and

providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF.THE STATE OF ALASKA:
* Section 1. AS 14.17.021 is repealed and reenacted to read:

Sec. 14.17.021. AID TO SCHOOL DISTRICTS. (a) The amount of
assistance for which a school district 1is eligible from the public
school foundation account in each fiscal year is initially calculated
by multiplying the funding unit value established under AS 14.17.056
by the total number of allowable funding units for the district estab—
lished under AS 14.17.045.

(b) The. amount of assistance established under (a) of th
section is then reduced by

(1) for regional educational attendance areas, 30 percent
of the federal financial assistance received by the district under 20
U.S.C. 236 - 244 (P.L. 81-874, as amended) for the preceding fiscal
year, or some Jlower percentage of that assistance if necessary to
comply with 20 U.S.C. 240(d) and the regulations adopted under it (34
C.F.R. Part 222, subpart G)%

(2) for city or borough school districts, an amount equal
to an assessment of two mills on 100 percent of the full and true
value, as reported by the Department of Community and Regional Affairs
under AS 14.17.140, of the taxable real and personal property in the

district on January 1 of the assessment year preceding the year in

which the fiscal year in (a) of this section begins, up to a limit of

HB 604
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$1,000 per mill, multiplied by che district > ADM/FTE.
Sec. 2. AS 14.17.022 is amended to read:

Sec. 1V.17.022. FORDS FOR CENTRALIZED CORRESPONDENCE STUDY.
Funds for providing centralized correspondence study programs for
students not enrolled in an approved school district correspondence
study program must [SHALL] include an amount [APPROPRIATION] from the
public school foundation account TIN AN AMOUNT] calculated by multi—
plying the funding unit value established under AS 14.17.056 by the
number of allowable basic funding units that would be established
under AS 14.17.055(a) for a community with the same ADM/FTE as that of
centralized correspondence study [BASE INSTRUCTIONAL UNIT BY THE TOTAL
NUMBER OF INSTRUCTIONAL UNITS AS DETERMINED BY APPLYING THE NUMBER OF
CORRESPONDENCE STUDENTS TO AS 14.17.041(a)]-

Sec. 3. AS 14.17 1is amended by adding a new section to read:

Sec. 14.17.025. GUARANTEED FUNDING LEVEL. If the amount of
assistance per ADM/FTE for which a school district is eligible for a
fiscal year under AS 14.17.021 1is less than 95 percent of the amount
per ADM/FTE it would have received under sec. 2, ch. 75, SLA 1985, the
district is eligible for 95 percent of the amount per ADM/FTE it would
have received under sec. 2, ch. 75, SLA 1985.

Sec. 4. AS 14.17 1is amended by adding a new section to read:

Sec. 14.17.035. LIMITED INCREASE IN FUNDING. If the amount of
assistance per ADM/FTE for which a school district is eligible under
AS 14.17.021 for the fiscal year beginning July 1, 1986 is more than 5
percent greater than the amount of state assistance per ADM/FTE it
received for Che preceding fiscal year, the district is entitled only
to five percent more per ADM/FTE than it received for the previous

fiscal year.

* Sec. 5. AS 14.17 ie amended by adding a new section to read:

-2-
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See. 14.17.045. ALLOWABLE FUNDING UNITS. The total number of
funding units within each school district for any fiscal year 1is the
sum of the following, calculated to the third decimal place, for that
fiscal year:

(&H) the number of basic funding units for each city or
unincorporated community 1in the district, calculated under AS 14.17.-
055(a);

(2) the number of funding units for cities or unincorporat—
ed communities in the district with low school enrollments calculated
under AS 14.17.055(b);

3) the number of funding units for districts with low
school enrollments which have at least onecity or unincorporated
community with an ADM/FTE greater thau 500, calculated under AS 14.-
17.055(c);

4) the number of funding unita for special education
calculated under AS 14.17.055(d);

(5) the number of funding units for bilingual/bicultural
education calculated under AS 14.17.055(e);

(6) the number of funding units for training and experience
of diatrict personnel calculated under AS 14.17.055(f); and

(/) the number of district location units for the district
calculated under AS 14.17.055(9)-

Sec. 6. AS 14.17 is amended by adding a new section to read:

Sec. 14.17.055. CALCULATION OF ALLOWABLE UNITS, (a) The number
of basic funding units for each district is the sum of units calculat—
ed by the department for each city or unincorporated community within
the district according to the following teble:

(1) Kindergarten ADM/FTEX 1.3

(2) Grades 1 - 2 ADM/FTEX 1.15
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(3) Grades 3 - 6 AM/FTS x 1.0
(4) Grades 7 - 12 ADK/FTE x 1.25
(b) Small school funding units for cities orunincorporated
communities with K - 12 ADM/FTE of 500 or less are calculated accord—

ing to the following table:

ADM/FTE UNITS
1- 10 25
11 - 15 25 + (4 ii (ADM-10))
16 - 25 65+ (1 x (ADM-15))
26 — 200 55 + (0.5 > (ADK-25))
201 - 500 142.5 + (0.025 x (ADK-200))

(c) Small district funding units are calculated according to the
following formula for school districts with K -- 12 ADM/FTE greater
than 500 and no more than 3,500, and with at least one city or unin—
corporated community with an ADM/FTE greater than 500:

Units « (3,500-Diatrlct ADM/FTE) x 15)
3,000

(d) Special education funding units according to the following
table are added for each city or unincorporated community within the
district based on the number of students enrolled in each program
category on the last day of the counting periodunder AS14.17.170
which is used to determine state aid:

(1) Resource Services

Enrollment Funding Units

1 - 8 10.000

9 - 18 20.000

Over 18 20 x (Enrollment/18)

(2) Self-Contained Services

Enrollment Funding Unite

fOMMITTEF copy
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1 -5 10.000
6- 10 20.000
Over 10 20 x (Enrollment/10)
Gifted-Talenteci Services
Enrollment. Funding Units
1 - 9 5.000
10 - 19 10.000
20 - 29 15.000
30 - 40 20.000
Over 40 20 x (Enrollment/40)
Intensive Services
Enrollment Funding Units

3 20.000
Over 3 20 x (Enrollment/3)

(e> Bilingual/bicultural funding units are calculated by multi—
plying by 0.7 the number of students enrolled in bilingual classes,
approved by the department, as of the last day of the counting period
under AS 14.17.170 which is used to determine state aid.

() District training and experience funding units for any
fiscal year are calculated by multiplying 40 percent of the subtotal
of units calculated under (a),(b), (c¢), (d), and (e)of this section

for that fiscal

The training and experience index

@
value in the following table

the department:

year by the district"s training and experience

the department shall

index.

is determined as Tfollows:

assign each district teacher

in accordance with regulations adopted by

Training
BA BA+ KA MA+18 KA+36 MA+54
Years of Experience | 2 3 4 5 6
-5-
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15

0.00

0.10

0.25

0.35

0.05 0.15 0.20 0.25 0.30
0.15 0.25 0.30 0.35 0.40
0.30 0.40 0.45 0.50 0.55
0.40 0.50 0.55 0.60 0.65

0.50 0.60 0.65 0.70 0.75

In the training aide of this table,

(A.) column 1 refers to a salary based upon a bache—

lor®s degreej

<B) column 2 refers to a salary based upon semester

hours beyond a bachelor®s degree but less than a master % degree;

CC) column 3 refers to a salary baeed upon a master"s

degree or its equivalent;

(D) column 4 refers

degree plus 18 or more,

but

training or the equivalent;

(E) column 5 refers

degree plus 36 or more,

but

training or the equivalent;

(F) column 6 refers

to a salary based upon a master-"a

fewer than 36, semester hours of

to a salary based upon a master-®s

fewer than 54, semester hours of

to a salary based upon a master-®s

degree and 54 or more semester hours of training or the equiva—

lent ;

(2) each district®s training aud experience index

average of the valuec assignedto all

teachers in che district under

(1) of this subsection, minus the average of the district with the
lovrest average.
()] District location units for each district are calculated b

multiplying 60 percent of the district"s subtotal of units under (a),

-6-
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(b), (e), (@) and (e) of this section by the district"s

in the following table;
District

Adak
Alaska Gateway
Aleutians
Anchorage
Annette
Bering Strait
Bristol Bay
Chatham
Chugach
Copper River
Cordova
Craig
Delta
Dillingham
Fairbanks
Galena
Haines
Hoonah
Hydaburg
Iditarod
Juneau
Kake
Kashunamiut
Kenai
Ketchikan

King Cove

COMMITTEE COPY

District Location

0.

0

1.

500

.300

000

.000
.350
.350
.500
.350
.130
.300
.130
.350
.300
.500
.100
.500
.130
.130
.350
.750
.050
.350
.650
.050
.050
.500

Index

location

index
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Kiawock

Kodiak

Kuspuk

Lake & Peninsula
Lower Kuskokwim
Lower Yukon
Matanuska-Susi Cna
ften&ua

Nome

North Slope
Northwest
Pelican
Petershburg
Pribilof3
Railbelt

Sand Point
Sitka

Skagway
Southeast
Southwest

St, Mary X
Tanana

Unalaska

Vsldea

Wrangell
Yakutat

Yukon Flats
Yukon Ko”mkuk

Yupiit

T

.350
.180
.750
.850
.650
.650
.000
.300
.500
.000
.850
.350
.050
.650
.300
.500
.050
.130
.350
.850
.650
.650
.650
.130
.050
.350
.850
.850
.650
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Sec. 7. AS 14.17.056 1is amended to read:

Sec. 14.17.056. [BASE [INSTRUCTIONAL] UNIT VALUE. The funding
[BASE INSTRUCTIONAL] unit value for fiscal years beginning on or after
July I, 1986 [1982], is $2.770 [$42,450. THE BASE [INSTRUCTION UNIT
VALUE FOR THE FISCAL YEAR BEGINNING JULY 1, 1981, 1S $38,590].

Sec. 8. AS 14.17.080 is araetided to read:

Sec. 14.17.080. PRELIMINARY REPORTS [COMPUTATION] BY DISTRICTS
[DISTRICT]. By October Jli [30] of the pre-fiscal year each district
shall submit to the department, 1in the manner and on forms to be
prescribed by the commissioner™ a preliminary report of estimates and
data upon which computations can be made [FOR THE FOLLOWING FISCAL
YEAR] of the amount of [BASIC] state aid for which the district 1is
eligible the following fiscal year under AS 14.17.021 [$ AND THE AMOUNT
FOR SUPPLEMENTAL PROGRAMS WHICH HAS BEEN APPROVED FOR FUNDING CONSID—
ERATION BY THE COMMISSIONER. EACH DISTRICT SHALL MAKE THE COMPUTA—
TIONS IN THE MANNER PRESCRIBED BY AS 14.17.080 - 14.17.150]. The
preliminary reports required by this section [COMPUTATIONS] are the
basis for requesting legislative appropriations and for making prelim—
inary payments under the public school foundation program for the
following fiscal year.

Sec. 9. AS 14.17.082 is amended to read:

Sec. 14.17.082. FUND BALANCE [CHANGES] IN SCHOOL OPERATING FUND,
(a) Each district having an ADM/FTE of 500 or more [AT LEAST 400
INSTRUCTIONAL UNITS UNDER AS 14.17.031(a)] way accumulate an unre-

ki
[A] fund balance, as defined by the department

atricted, undeoignated
by regulation, 1in the school operating fund of seven percent of its
expenditures for the preceding fiscal year. Each district having an

ADM/FTE of less than 500 [400 INSTRUCTIONAL UNITS] may accumulate an

unrestricted, wundesignated [A] fund balance of 10 percent of Iits
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expenditures for the preceding fiscal year.

(b) The conakissio.ner shall review the annual audit of each
district to ascertain changes in the year-end operating fund balance
of the districts, and notify districts and the board, through a writ—
ten report, of any unrestricted, undesignated fund balances [BALANCE
ACCUMULATION] greater than that permitted under (a) of this section.

(c) The amount of additional assistance for which a district 1is
eligible uuder the gdﬁranteeé fundi  level provision of AS 14.17.025,
or the amount by which a district®"s eligibility for state assistance
under AS 14.<7.021 or 14.17.035 exceeds the amount per ADM/FTE that it
received for the preceding fiscal year, must be reduced in any fiscal
year by theamount by which the district®"s unrestricted, undestgnafed
fund balances exceed the amount permitted under (@) of this section
[THE BOARD SHALL REVIEW THE REPORTS SUBMITTED TO IT UNDER (b) OF THIS
SECTION AND SUBMIT A REPORT MAKING RECOMMENDATIONS WITH RESPECT TO “HIE
LEGISLATIVE TREATMENT OF THE FUND BALANCES OF THOSE DISTRICTS TO THE
LEGISLATIVE BUDGET AND AUDIT COMMITTEE BY APRIL 15 OF EACH YEAR].

Sec. 10. AS 14.17.150 1is amended to readt

Sec. 14.17.150. DUTY OF COMMISSIONER TO EXAMINE AND TABULATE
COMPUTATIONS. () The commissioner shall examine thv~ preliminary
reports submitted by each district under AS 14.17.080. to determine
that data are correctly reported and estimates and computations are
made in accordance with the department®s regulations [THEY ARE COR-—
RECTLY COMPUTED]. If the reports contain errors In data, estimates,
or computations [ALLOTMENTS ARE INCORRECTLY COMPUTED], the commission—
er shall either (1) obtain corrections [A CORRECT COMPUTATION] from
the district, or (2) make corrections [A CORRECT COMPUTATION] based on
information available, and give notice of the corrections [CORRECTED
COMPUTATION] to the district. [THE COMMISSIONER SHALL REVIEW

-10-
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SUPPLEMENTAL PROGRAM APPLICATIONS AND NOTIFY THE O1STRICT WHETHER ITS
SUPPLEMENTAL PROGRAM IS APPROVED FOR INCLUSION IN ITS FOUNDATION
PROGRAM COMPUTATIONS.J

(b) The commissioner shall reduce the data, estimates, and
computations reported by the districts and the computations made by
the department [THESE COJIPUTATIONS] to a report ir. tabular [FORM] or
other [ANOTHER] form helpful 1in determining the amount of state aid
tor which each district is eligible [EXAMINING THE COMPUTATIONS OF THE
DISTRICTS] and shall transmit the report to the governor. The commis—
sioner shall maintain additional copies of this report in the commis—
sioner 3 office as a matter of public record. This report must
[SHALL] bo entitled ™Public School Foundation Program Computations.””
Sec, 11. AS 14.17.160 1is amended to read:

Sec. 14.17.160. ALLOCATION OF FUNDS ON PRELIMINARY COMPUTATIONS.
The commissioner shall determine the state aid for each school dis-
trict for each fiscal year based on the pre-fiscal year estimates
contained in the preliminary reports submitted under AS 14.17.080 [ON
THE BASIS OF THE PRE-FISCAL YEAR COMPUTATIONS]. Beginning July 15 of
each [THE] fiscal year and on the 15th day of each month[,] for the
nexrt eight [SEVEN SUCCESSIVE] months, one-twelfth of each district"s
state aid as so determined must [SHALL] be distributed.

Sec. 12. AS 14.17.170 is amended to read:

Sec. 14.17.170. PAYMENT UNDER ADJUSTED COMPUTATIONS. Each
district shall make a report at the end of the 20-school-day period
ending the fourth Friday in October, and may make a report at the end
of the 20-school-day period ending the secotn” Friday 1in February
[FIRST NINE WEEKS OF SCHOOL], which, 1in accor 6 with regulations
adopted by the department, reports [CONTAINS NEW ESTIMATE OF] its
average daily membership for that counting period, [THE FISCAL YEAR]

-11-



10

1

12

13

14

15

16

17

18

19

20

21

22

24

25

27

28

and other information uhieh will aid the commissioner in making a more
accurate determination of each district™s state aid. The October
report, or the February report if it makes the district eligible for
more state aid, is [THIS NEW ESTIMATE AND INFORMATION OF AVERAGE DAILY
MEMBERSHIP SHALL BE] tne basis for the computation and distribution of
each district"s state aid for the balance of the fiscal year. As soon
as possible after receiving each district"s report [THE COMMISSIONER
SHALL, ON THE BASIS OF THIS NEW ESTIMATE AMD INFORMATION, MAKE A
RECOMPUTATION OF EACH DISTRICT S STATE AID. BEFORE DECEMBER 2], the
commissioner shall notify each district of changes made in the number
of funding units calculated for that district [ITS STATE AID], The
commissioner shall also determine whether the money 1in the public
school foundation account is sufficient to meet each district"s state
aid for the fiscal year, and, if the money 1is not sufficient, the
commissioner shall 1immediately inform, the governor of the amount of
additional appropriation the commissioner estimates will be necessary
to carry out the public school foundation program, for che rest of che
fiscal year. Beginning April [FEBRUARY] 15 and on the 15th of each
subsequent month, one-third [ONE-FIFTH] of the recomputed balance of
each district™ state aid must [SHALL] be distributed. [HOWEVER,
ONE-HALF OF THE JUNE PAYMENT SHALL BE WITHHELD PENDING A FINAL DETER —
MINATION OF THE DISTRICT"S STATE AID.]
Sec. 13. AS 14.17.180 1is amended to read:

Sec. 14.17.180. [PAYMENT UNDER] FINAL COMPUTATION. Before June
16 each district shall transmit to the commissioner a final report of
its enrollment and other information required by the commissioner
[COMPUTATION OF THE DISTRICT®*S STATE AID. THE COMMISSIONER SHALL
PROCESS EACH DISTRICT"S COMPUTATION IN THE MANNER PROVIDED BY AS 14.-
17.150(a). HOWEVER, = IN NO _EVENT MAY THE ENTITLEMENT OF A SCHOOL

12
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DISTRICT TO STATE AID UNDER AS 14.17.02; BE LESS THAN THAT COMPUTED
UNDER THIS SECTION FOR THE PRECEDING YEAR, EXCEPT AS OTHERWISE PROVID—
ED IN AS i4.17.031, OR UNDER AS 14.17.170, WHICHEVER IS GREATER.

ADDITIONAL STATE AID SHALL BE OBLIGATED 3Y THE COMMISSIONER BEFORE
JUNE 30], IfT the district received more state aid money than it was
entitled to under this chapter, it shall immediately, after notice

from the commissioner of the overpayment, remit the amount of overpay—
ment to the commissioner to be returned to the public school founda—
tion account. If the remittance 1is not made within 30 days after the
date of the commissioner®s notice, the commissioner shall withhold the
amount of the overpayment from subsequent payments to the district

under this chapter.

Sec. 14. AS 14.17.190 1is amended to read?

Sec. 14.17.190. RESTRICTIONS GOVERNING RECEIPT AND EXPENDITURE
OF MONEY FROM PUBLIC SCHOOL FOUNDATION ACCOUNT. (a) The public
school foundation money distributed to a district, together with any
interest earned by the district on the money, must [DURING A YEAR
SHALT 1 be received, held, and expended by the district subject to the
provisions of law and regulations adopted [PROMULGATED] by the depart—
ment.

(b) Each district shall maintain financial records of the
ceipt and disbursement of public school foundation money, interest
earned on that money, and money acquired from Jlocal effort. The
records must be in the form required by the commissioner and are
subject to audit by the commissioner or the board at any time.

Sec. 15. AS 14.17.225(b) 1is amended to read:

re -

(b) Money [FUNDS] to carry out the provisions of this chapter

[AS 14.17.010 - 14.17.190] may be appropriated annually by the legis—
lature into the.public school foundation account. If the amount

COPY



approprioted to the account for any fiscal year exceeds the alloca—
tions otherwise authorised under this chapter, the excess money must
be distributed pro rata among, those school districts eligible for less
aid per ADM/FTE under AS 14.17.021 than they would have received under
sec. 2, ch. 75, SLA 1985. The pro rata distribution must b"i based
upon the funding units for which those districts are eligible under
this chapter. If amounts in the account are insufficient to meet the
allocations authorized under this chapter [AS 14.17.010 - 14.17.190],
the available money must [SUCH FUNDS AS ARE AVAILABLE SHALL] be dis—
tributed pro rata among centralized correspondence study programs and
each school district based upon the funding units for which they are
eligible under this chapter [DISTRICT®S BASIC NEED],

* Sec. 16. AS 14.17.250(1) ie amended to reads

(@) "ADM"™ or "average daily membership””means the agg

days of membership of pupils divided by the actual number of days in
session for the school term*

* Sec. 17. AS 14.17.250(17) 1is amended to read:

an "ADM/FTE>” or "ADM full-time equivalent” means the

average daily membership (ADM) as proportionately reduced, under
regulations adopted by the department, to reflect the enrollment of
-part-time students [QUOTIENT OF THE AGGREGATE PERIODS OF PUPIL MEMBER —
SHIP PER DAY IN SPECIFIED CLASSES, DIVIDED BY THE NUMBER OF CLASS
PERIODS IN THE SCHOOL DAY] j

* Sec. 18. AS 14.17.023, 14.17.031, 14.17.041, 14.17.051, 14.17.061,

14.17.081, 14.17.090, 14.17.205, 14.17.225(F), and 14.17.250(4), (9), (18),

and (19) are repealed.

* Sec. 19. The Department of Education may adopt regulations under

AS 14.17.200 to implement the changes made by this Act. Those regulations

take effect in accordance with the Administrative Proced\ire Act (AS 44.62),

-14 -
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but not before the effective date of secs. 1 - 18 of this Act.
* Sec. 20. Section IS of this Act takes effect immediately in accor—
dance with AS 01.10.070(c)-

* Sec. 21. Sections 1 -- IS of this Act take effect July 1, 1986.

-15-
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LETTER OF INTENT FOR FOUNDATION FUNDING BILLS
CS HB 604 (HESS) AND CS SS HB 637 (HESS)
HOUSE HESS COMMITTEE

It in the intent of the HESS Committee that reductions in
public school funding be met by local school districts in a
manner that has the least possible impact on programs that
directly affect the education of the children for whom they
are responsible. To that end, we urge that experienced
teachers be retained and that class size and the
pupil/teacher ratio be as low as finances allow. Cutting
central office personnel should be considered before class
size is increased or classroom teachers dismissed. It is
important that basic education programs and the personnel
needed to fully implement those programs not be lost. By
basic educational programs we mean a full complement of
programs including: basic academics (including languages);
physical education; vocational education; special
education; music; art; bi-lingual and bi-cultural
education; and counseling, library and health care
programs.

We realize that situations differ from community to
community and that the opportunity for local control brings
with it the responsibilities for local decision making and
for local support. Communities should consider the extent
to which the schools can be assisted by use of state-
provided municipal assistance or other funds by other local
income sources. Smaller districts should explore consoli—
dating service functions sharing purchasing, maintenance,
curriculum and other special services, including joint
superintendencies as is done by many school districts in
other states.

State funds should not be used for consultant/lobbying
contracts, the payment of professional membership dues,
fees and assessments, or for out of-state-travel.

Where further economies must be achieved, the committee
urges districts to meet lowered funding levels through:

(1) full utilization of all operating and capital
budget carry-over funds;

(2) delaying capital improvements;

(3) changing existing programatic priorities within
the budget;

(4) limiting out-of-district travel and
extracurricular activities;

(5) prohibiting new programs;

(6) selling assets of the district;



LETTER OF INTENT FOR FOUNDATION FUNDING BILLS
CS HB 604 (HESS) AND CS SS HB 637 (HESS)
HOUSE HESS COMMITTEE

PAGE TWO

(7) maximizing the district™s revenue raising capacity

(8) lower administrative, upper-level and management
salaries; and

(9 voluntary demotion in lieu of layoff, and
attrition from offering early retirement
incentives, job-sharing, shorter work week,
sabbatical leaves at half-pay, and various forms
of leave without pay including long-term leaves
without pay but with full return and seniority

rights.

IT these measures are not sufficient, cuts may have to be
made in administrative and non-institutional personnel and

non-educational services.



FINDINGS REGARDING FOUNDATION FUNDING PROPOSALS
HOUSE HESS COMMITTEE

CSHB 604(HESS)  and CSSSHB 637 (HESS)

Five issues require special attention:

1) . Vocational Education - It is the opinion of the HESS
Committee that a foundation funding formula should include
specific set-asides for vocational education. When
set-asides for vocational education were eliminated years
ago and funds were lumped, it was not with any logical
reasoning or specific intent.

2) . Fund Balances - Fund balances must be examined. We
recognize the potential usefulness of maintaining the
current statutory limits for a fund balance of 7% or 10%.
However, Tfund balances in excess of these limits should be
subtracted from the district"s state aid entitlement. The
Department of Education must watchdog fund balances and
protect them from current or potential abuses.

3). Special Education/ARMSI - The method for funding
special education differs in the various foundation formula
bills. In determining the most approprate method and the

level of such funding, the Finance Committee should
consider HB 543 and SB 319 in conjunction with foundation
funding proposals to ensure that special education
intensive services are funded in a comprehensive, service
effective, cost-effective, and non-duplicative manner.

4) . Local Contribution - The issue of local contribution
is a confusing one because of the differences in local
taxation powers, tax bases, property values, and PL 81-874.
We wish to encourage local contribution. Whether it is
most beneficial to require 1\ at a given level, what that
level 1is to be, and whether a higher local contribution
should be reimbursed are other concerns which must be

addressed. Certain districts in the state have been
supplemented with a much higher than average local
contribution. We wish to assure that this extraordinary

local contribution level is not required as a result of
funding inequities between districts in Alaska and, on the
other hand, we wish to encourage the participation of
localities providing for educational needs. The Alaska
Constitution clearly mandates funding for basic education
as a responsibility of the State and that responsibility
must not be abrogated.

5) . PL 81-874 - Regardless of the formula to be utilized
for FY87 foundation funding, how P.L. 81-874 funds are
utilized is a critical issue for school districts and the
state.



CSHB 604(HESS) and CSSSHB 637 (HESS)

PL 81-874 issues include:

1. If the state continues to deduct P.L. 81-874
revenues from state foundation entitlements, the
state must pass the federal disparity test.
Non-equalized local revenues provide the major
source of disparities.

2. If the state passes the federal disparity test, the
amount of P.L. 81-C74 deduction in a district is
limited by federal regulation to the percentage
that the "Local Revenues included in the State
Equalization Plan" 1is of "Total Local Revenues"™ in
the district. Presently, with no local revenues
from city/boroughs included in tht State foundation
plan, no P.L. 81-874 revenues can be deducted in
city/boroughs. With no local revenues in REAAs,
the formula does not apply, and theoretically all
P.L. 81-874 revenues can be deducted.

3. If the state reduces or eliminates the deduction
for P.L. 81-874 revenues from REAAs, the result
will be significant revenue shifts among districts
with high P.L. 81-874 districts benefiting the
most.

4. The state is a direct applicant for P.L. 81-87*
funds which results in a direct revenue to the
state of approximately 20.0 million dollars from
P.L. 81-874, primarily based upon students
attending on-base schools. The federal government
is questioning this practice which, if disallowed,
would require state statutory changes and would
result in loss of state revenue and extreme
revenue shifts among districts.

Presently, the state deducts 80% of the prior year®"s P.L.
81-874 revenues received by a REAA from the district's

foundation entitlement. This deduction statewide
(approximately $30.0 million in FY86) is in effect "state"
revenue for the purpose of foundation funding. There is no

deduction of local taxes or P.L. 81-874 revenues Tfrom
city/borough school districts. The 80% deduction from
REAAs (approximately $30.0 million) 1is in effect
redistributed throughout the entire state. The
city/boroughs, who contribute nothing, receive a share of
the REAAs®" P.L. 81-874 funds.

By federal statute and regulation the amount of P.L 81-874
funds which can be deducted in each district is restricted
to the percentage calculated as follows:

Local revenues 1included
Percentage = in State equalization plan x 100
Total Local Revenues
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The formula is applicable to city/borough school districts
but not to REAAs.

In city/borough districts, which have local revenues, but
none of which are included in the State®s equalization

plan, the formula percentage is zero - no P.L. 81-874
revenue can be deducted. In REAAs, which have no local
revenues, the formula does not apply. However, before any

P.L. 81-874 revenues can be utilized in the State
equalization plan, the federal disparity test must be
passed by the state. Non-equalized local revenue is the
primary determinant of disparities among districts.

If there is a change in the present 80% deduction of P.L.
81-874 revenues from REAAs, there will be revenue shifts
among districts.

With a lower percentage deduction, high P.L. 81-874
districts will show increasing revenues and low P.L. 81-874
districts will receive less. City/borough districts, with
no deduction for P.L. 81-874 revenues, will have less
revenue.

Approximately another 20.0 million dollars of P.L. 81-874
revenue is received directly by the state for those

students for whom the state is the applicant agency. The
vast majority of the students being counted in this category
is students from military bases being served in "on-base"
schools in Anchorage and Fairbanks. At this writing, the
state"s practice of being a direct applicant for P.L. 81-874
revenues is being questioned formally by the federal
government. IT it was ruled by the federal government that
the state could not be an applicant, statutory changes

would be required to permit the local districts serving
these students to claim them for P.L. 81-874 funding. The

fiscal impact would fall on districts and the state. There
would be a net loss of revenue to the state which would
impact all school districts. Local school districts

claiming the students would have increased revenues from
P.L. 81-874. Tuition payments could be terminated to
city/borough districts for the students who would be
claimed for P.L. 81-874.

In the future, instead of the current, arbitrary 80%/20%
split, the State should take credit for 100% of PL 81-874
monies less the actual percentage due for the inclusion of
special education
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In consideration of the Department of Education budget, we
urge that the Department maintain both direct pupil
services and the planning and statistical analysis
functions upon which the Legislature depends for reasonable
public policy development.

We are pleased to note the progress the Department has made
in requiring school districts to report fiscal and
statistical data in a uniform and comprehensive manner.

The Legislature desires tlat this process continue and be
perfected, in order that ".he costs of educational services
can be analyzed adequately. Only in this manner can
finances be directed to yield the best educational result
for each child; and costs due to isolation, distance and
problems of scale (thus beyond the control of school
management) be equalized. Past failure to provide data
that the public and the Legislature could have confidence
in, combinsd with political pressure, has created a
flagrant inequity in the distribution of state funds among
districts and exacerbated the difficulties in arriving at a
workable, equitable formula and in dealing with the decline
in state revenues as it effects public education.
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School Funding Formula Alternatives
February 3, 1986

Revenue Sources

State $ 464,453.6
P.L. 874 50,000.0
2 Mills * 64,115.1

TOTAL $ 578,568.7

* Maximum $1,000 per student per mill

Alternatives Funding Maximum Gain
A No increase 5.0 percent
B No increase 3.5 percent
C + 6.7 million 5.0 percent
0 + 16.7 million 5.0 percent
E + 20.3 million No limitation

Attachment 6

Maximum Loss

11.5 percent
10.0 percent
5.0 percent
No loss
No loss
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OFFICE OF THE GOVERNOR
jemeai:
February 14, 1986
The Hono?*"". >e Ben Grussendorf
Speaker o- the House
Alaska State Legislature
P.0. Box V
Juneau, AK 99811
Dear Representative Grussendorf:
Under the authority of art. |I1IlI, sec. 18, of the Alaska
Constitution, I am transmitting a bill relating to the

financing of public schools in Alaska. The goal of the bill
is to enact a new finance formula stipulating the methods
that the Department of Education would use to distribute
money to the 55 school districts across the State of Alaska.
This fulfills my commitment to provide the Legislature with
a program to replace the formula that was suspended in 1983.

The State Board of Education, the Department of Education,
and the Funding Formula Advisory Committee worked very hard
this past year with the school districts in arriving at this
foundation program formula. The formula applies to every
school district in the same manner, for any funding level.
I think that all of wus: the Legislature, the Executive
Branch and the school districts, would admit that a new
foundation program 1is really necessary. The problem 1is, no
school district wants to accept simply the same amount of
money as last year, or less.

In order to minimize the effects of the decreases in the new
formula, and to Ulimit the sizeable 1increases of some dis—
tricts, 1 have attached a fiscal note to this legislation in
the sum of $6.7 million.

This $6.7 million would limit the increase for any school
district to 5 percent and would Ulimit the decrease of any
district to 5 percent. There is the possibility, and it"s a
very strong possibility, that my suggestion to [limit the



increases and decreases to B percent would require no
additional funds. History tells us that in all probability
the student enrollments “-»ill not be as high as the school
districts have projected T this 1is the case, 1 suggest 1in
the legislation that ai.® money left over be used to hold
harmless those districts that show a decrease because of the
new formula.

As | said earlier, 1 think that most people agree that the
foundation formula program is necessary and that this is a
good program for reasons of accountability and control of
state funds. Also, the proposed formula 1includes the
following points:

)] it would distribute money based wupon individual
program and student needs;

2) the formula provides fair and consistent means of
allocating resources to school districts;

3) it iIs based upon sound fiscal and administrative
practices;

4) it accomodates varying levels of program costs;

5) it responds to costs associated with the 1location
of school districts, and the training and experience of
school teachers; and

6) one of the most 1important characteristics of the
formula is its equalization component which reduces revenue
disparities among districts; this will 1likely enhance the
state"s ability to utilize federal Public Law 81-874
revenues in the state finance plan.

For a more detailed explanation of the legislation, please
see the attached section-by-section analysis.

To allow unlimited increases 1ior some districts as proposed
by the formula program, and to hold the other districts
harmless of a decrease, would take in excess of $20 million

and 1 cannot, 1in good conscience, attach a fiscal note for
that sum. I"m not sure that even the $6.7 million 1is
available. However, this program 1is an 1indication of the

Administration®s good faith effort to remedy the existing
inequities yet hold the negatively affected districts as
harmless as possible.

The debt management program, controlling the growth of debt,
and the budget reserve bill which 1 have introduced both tie
into the theme of getting our arms around the growth of
debt, ar.d permitting the flexibility to manage our affairs
during the Jlean years by using extra money put away v/hen
windfalls occur. I realize that one or two districts may
feel that this proposal does not give them as much as they
want or need and some program advocates may feel that their
areas are not adequately supported by the new formula. For
instance, there 1is some disagreement as to whether the
formula provides adequate support for vocational education
programs. I urge the Legislature to consider that 1issue



very carefully. In my view, no program is more 1important
than those that prepare young Alaskans to enter the state's
job markets.

I still maintain that the commitment to education must be
our number one priority. Responsible legislative consid—
eration of this bill will help keep it that way. I urge
your prompt consideration of this measure.

Sincerely,

Bill
Governor



SECTION-BY-SECTION ANALYSIS

The following is a section-by-section analysis of my bill
proposing a new school finance formula:

Section 1 of the bDbill would amend AS 14.17.021 to provide
that the state aid for which a school district is eligible
is 1initially calculated by multiplying the funding unit
value in sec. 7 of the bill by the number of units for which
the district is eligible under sec. 5 of the bill, and then
reduced, 1in the case of REAA"s, by 80 percent (or some lower
percentage, if required by federal 1law) of the district"s
federal aid under P.L. 81-874, as amended, and in the case
of city or borough districts, the equivalent of a 2-mill
property tax, whether or not the city or borough actually
imposes such a tax, up to a limit of $2,000 per student.

Section 2 of the bill wouldamend AS 14.17.022 to provide
that the assistance for which the state correspondence study
program is eligible is calculated by multiplying the funding
unit value 1in sec. 7 of the bill by the number of funding
units calculated under proposed AS 14.17.055(a), the basic
funding units in sec.6 of the bill based on the average
daily enrollment in the program at each grade level. Unlike
districts, correspondence study would not receive additional
units based on special educational needs, teacher training
and experience, anddistrict demographic and location
factors.

Sections 3 and 4 ofthe bill would add AS 14.17.025 -
14.17.035 to establish a guaranteed funding level per stu—
dent, and would limit increases during the first year of the
new formula®s operation.

Section 5 of the bill would add AS 14.17.045 to summarize
the types of units which contribute to each district"s total
number of funding units.

Section 6 of the bill would add AS 14.17.055 to establish

the manner in which each type of unit summarized 1in sec. 5
of the bill will be calculated. Under proposed AS 14.17.-
055(a), basic K - 12 units are determined by student mem—
bership in various grade levels, adjusted by a factor to re—
flect the expense of providing basic education at each
level. Units for grades 3 - 6 are taken as the base;

kindergarten and grades 1 and 2 are adjusted wupward to
reflect the Ilower pupil/teacher ratios considered by edu—
cators to be necessary at those levels; and grades 7 - 12
are adjusted upward to reflect the increased costs of edu—
cation at the secondary level, primarily the costs of pro—
viding quality vocational education programs.

Under proposed AS 14.17.055(b) and (c) , upward adjustments
ari made for districts with small schools or small district



enrollment. These units reflect the greater economies of
scale in doing business in larger districts.

Under proposed AS 14.17.055(d), additional units are added
for special education programs, depending upon the number of
students enrolled in such programs and the type of services
they receive.

Under proposed AS 14.17.055(e), units are added for bilin-
gual/bicultural education programs, based upon enrollment.

Under proposed AS 14.17.055(f), wunits are added based upon
the training and experience of the district™s teachers.

This factor is designed to take into account the increased

costs to districts that have teachers with greater experi—
ence and advanced degrees.

Under proposed AS 14.17.055(g), units are added based upon a
district location factor designed to reflect the increased
costs of doing business in districts remote from major

population centers, districts 1in which the schools are
widely dispersed, and districts where tran .portation and
utility costs are high. The district location 1indices 1in

the Dbill were arrived at by adding afactor based upon a
comparison between each district"s salary schedule and the
statewide average salary schedule to a factor based wupon
each district"s total nonpersonnel costs for FY 1985.

Section 7 of the bill would establish the dollar value of
each instructional unit.

Section 8 of the Dbill, amending AS 14.17.080, concerns

administrative matters. It would require preliminary re—
ports by the districts by October 15, rather than Octo—
ber 30, of each year. This change will help the governor-®s

office 1in budget planning, as will the elimination of
district supplemental programs under AS 14.17.061 (repealed
in sec. 18 of the bill).

Under sec. 9 of the bill, the school operating fund balance
limits of AS 14.17.082 will operate only on wunrestricted,
undesignated fund balances rather than on the entire fund

balance. The limits on those balances are based on ADM/FTE
(average daily membership/full-time equivalent) rather than
on the old instructional units. The amount of unrestricted,

undesignated balances in a district"s operating fund 1in
excess of the limits set by AS 14.17.082 will be deducted
from any increases iIn state aid to the district or any
amount needed to meet the guaranteed funding Jlevel of
proposed AS 14.17.025 (sec. 3 of the bill).

Section 10 of the bill makes some amendments to AS 14.17.150
which are technical revisions and some which are to delete

-2-



references to supplemental programs dealt with 1in the
repealed AS 14.17.061.

The amendments to AS 14.17.160, in sec. 11 of the biil, (1)
conform that statute to the amendments to AS 14.17.080,
regarding preliminary reports, and (2) slightly revise the
schedule for the monthly payment of state aid to school
districts, to conform to revisions made in sec. 12 of the
bill.

Section 12 of the bill would provide for two student
counting periods, one required after the fourth Friday in
October and one optional after the second Friday in Febru—
ary. Each district may elect to have its aid calculated on
the basis of the second report if that calculation produces
more state aid. The schedule for payment of the recomputed
balance of a school district®s state aid is slightly revised
because of the addition of the optional second counting
period that ends in mid-February.

The amendments to AS 14.17.180 1in sec. 13 of the bill con—
form that section to the new finance formula and related
procedures, and require the commissioner to withhold the
amount of an overpayment to a school district if the school

district fails to repay as required. The amendments to
AS 14.17.190 in sec. 14 are intended to make it clear that
interest earned by school districts on foundation payments,

as well as the payments themselves, are subject to state
audit and control.

Section 15 of the bill provides for pro rata distribution to
school districts and centralized correspondence study
programs 1if, in any fiscal year, the legislature does not
appropriate the full amount of money generated by the
funding formula. If, after final computation of aid for
each district, the amount appropriated exceeds the amount
for which districts are eligible under AS 14.17, the excess
will be distributed pro rata among school districts that
would otnerwise receive less aid under the new finance
formula than they would have received under sec. 2, ch. 75,
SLA 1985.

Sections 16 and 17 of the bill amend the definition section
in AS 14.17 to vreflect other amendments to the finance
formula and to clarify language. Section 17°s reference to
"part-time students"™ is intended to cover students such as
kindergarten students attending only half days or high
school students nearing graduation who are attending classes
less than full-time.

Section 18 of the bill repeals an assortment of statutes.
Of those not mentioned earlier, all but AS 14.17.081,
14.17.205, and 14.17.225(f) are repealed because they relate



to the old finance formula. AS 14.17.081 requires that a
minimum percentage of a district"s budget be spent on the
instructional component, and provides a process for
obtaining a waiver of that requirement. Based wupon its
experiences, the Department of Education believes that that
requirement is not necessary.

Current AS 14.1".205 provides for state aid to school dis—
tricts that receive a federal allowance for free or
reduced-price lunches under the Federal Nutrition Act. That
statute 1is repealed because federal funding 1is no longer
available wunder the progranm. AS 14.17.225(f) 1is repealed
because it provides for appropriations for that lunch
program.

Finally, please note that funding for Mt. Edgecumbe High
School is not contemplated under the new finance formula,
but will be handled separately.
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BY THE HEALTH, EDUCATION AND
E HOUSE SOCIAL SERVICES COMMITTEE
Cs FOR HOUSE BILL NO 604 (HESS)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A B IL L
n Act entitled “"An Act relating to state support for education ; and
providing for an effective date."
ENACTED BY THE LEGISLATURE OF THESTATE OF ALASKA
section 1. AS 14.17.021 is repealed and reenacted to read
sec 14.17.021 AID TO SCHOOL DISTRICTS (a) The amount of
assistance that a school district is eligible to receive from the
public school foundation account in each fiscal year is initially
calculated by multiolying the funding unit value established under
AS 14.17.056 by the total number of allowable funding units for the
district established under AS 14.17.045
(b) The amount of assistance established under (a) of this
section is then reduced by

(1) for all school districts, 80 percent of the federal
financial assistance received by the district under 20 Uu.s.c 236
244 (P . L 81-874, as amended) for the preceding fiscal year, or som
lower percentage of that assistance {if necessary to comply with 2
Uu.s.c 240 (d) and the regulations adopted under it (34 cC.F.R Part
222 subpart 6);

(2) for city or borough school districts an amount equal
to an assessment of two mills on 100 percent of the full and tru
value, as reported by the Department of Community and Regional Affairs
under AS 14.17.140, of the taxable real and personal property in the
district on January 1 of the assessment year preceding the year in
which the fiscal year in (a) of this section begins, up to a limit of

CSHB 604 (HESS)
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e d by the district's ADMI/FTE

* sec 2 AS 14.17.022 is amended to read
sec. 14.17.022. FUNDS FOR CENTRALIZED CORRESPONDENCE STUDY.
Funds for providing centralized correspondence study programs fo
students not enrolled in an approved school district correspondenc
study program must [SHALL] include an amount [APPROPRIATION] from th
public school foundation account [IN AN AMOUNT] calculated by moult
plying the funding wunit value established wunder AS 14.17.056 by th
number of allowable basic funding units that would be establishe

under A'S 14 .17 .06565 (a) for a community w i th the same ADMI/FTE as that o

centralized correspondence study [BASE INSTRUCTIONAL UNIT BY THE TOTA

NUMBER 0 F INSTRUCTIONAL UNITS A'S DETERMINED B Y APPLYING THE NUMBER 0

CORRESPFfi.DENCE STUDENTS TO A 'S 14 .17 .041((a)l

* Ssec. 3. AS 14.17 is amended by adding a new section to read
sec. 14.17.045. ALLOWABLE FUNDING UNITS. The total number o
funding units within each school district for any fiscal year xS th
sum of the following, calculated to the third decimal place, for tha
fiscal year
(1) the number of basic funding units for each city o
unincorporated community in the district, calculated wunder AS 14 .17
055 (a);
(2) the number of funding wunits for cif'es or unincorporat
ed communities in the district with low school enrollments calculate

(3) the number offunding units for districts with 1o
school enrollments that haveat least one city or unincorporated
community with an ADM/FTE greater than 500, calculated under AS 14
17.055 (c):

(4) the numberof funding units for special educatio

CSHB 6 04 (HESS) _2_
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calculated under AS 14.17.055(d);

(5) the number of funding units for bilingual/bicultural
education calculated under AS 14.17.055(e);

(6) the number of funding units for vocational education
calculated under AS 14.17.055(f);

(@) the number of funding units for training and experience
of district personnel calculated under AS 14.17.055(g); and

(8) the number ofdistrict Jlocation units for the district
calculated under AS 14.17.055(h).

* Sec. 4. AS 14.17 is amended by adding a new section to read:
Sec. 14.17.055. CALCULATION OF ALLOWABLE UNITS. (a) The number

of basic funding units for each district is the sum of units calculat-
ed by the department for each city or unincorporated community within

the district according to the following table:

(1) Kindergarten ADM/FTE x 1.3
(2) Grades 1 -2 ADM/FTE x 1.15
(3) Grades 3 -6 ADM/FTE x 1.0
(4) Grades 7-12 ADM/FTE x 1.2

(b) Small school funding wunits for <cities or unincorporated
communities with K - 12 ADM/FTE of 500 or less are calculated accord-

ing to the following table:

ADM/FTE UNITS
1-10 25
11 - 15 25 & (4 x (ADM-10))
16 - 25 45 + (1 x (ADM-15))
26 - 200 55 + (0.5 x (ADM-25))
201 - 500 142.5 +(0.025 x (ADM-200))

(c) Economy of scale wunits are calculated according to the

following formula for school districts with K - 12 ADM/FTE greater

-3- CSHB 604 (HESS)
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than 500 and no more than 3,500, and with at least one city
corporated community v."ith an ADM/FTE greater than 500:
Units = (3.500-District ADM/FTE) x 150
3,000

(d) Special education funding units according to
table are added for each city or unincorporated community wi
district based on the number of students enrolled 1in each
category on the last day of the counting period under AS
that iIs used to determine state aid:

(1) Resource Services

Enrollment Funding Units

1-8 10.000

9 - 18 20.000

Over 18 20 x (Enrollment/18)

(2) Self-Contained Services

Enrollment Funding Units

1-5 10.000

6-10 20.000

over 10 20 x (Enrollment/10)

(3) Gifted-Talented Services

Enrollment Funding Units
1-9 5.000
10 - 19 10.000
20 - 29 15.000
30 - 40 20.000
C”er 40 20 x (Enrollment/40)
(€)) Intensive Services
Enrollment Funding Units
3 20.000

CSHB 604 (HESS) -4-
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(A) column 1 refers to a salary based upon a bach
lor's degree:;

(8B) column 2 refers to a salary based upon semest
hours beyond a bachelor's degree but less than a master"' degre

(c) column 3 refers to a salary based upon a master
degree or its equivalent:;:

(D) column 4 refers to a salary based upon a master
degree plus 18 or more, but fewer than -6 . semester hours
training or the equivalent;

(F.) column 5 refers to a salary based upon a master
degree plus 36 or more, but fewer than 54, semester hours
training or the equivalent;

(F) column 6 refers to a salary based upon a master
degree and 54 or more semester hours of training or the equiv
lent

(2) each district's training and experience in
average of the values assigned to all teachers in the district und
(1) of this subsection, minus the average of the district with t
lowest aveiage

(h) District location units for each district are calcula
multiplying 60 percent of the district's subtotal of wunits wunder (a
(b). (c). (d). (e). and (f) of this section by the district's locati
index in the following table

A dak

Aleutians

Anchorage

Annette

CSHB 604 (HESS)
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0.000

o

n

I'nde x

o f

o f

on

by



ering SsStrait 0.850

ristol Bay 0.500
hatham 0.350
hugach 0.180
opper River 0.300
ordova 0.130
raig 0.350
elta 0.300

illingham 0.500
airbanks 0.100
alena 0.500
aines 0.130
oonah 0.130
ydaburg 0.350
ditarod 0.750
uneau 0.050
ake 0.350
ashunamiut 0.650
enai 0.050
etchikan 0.050
ing Cove 0.500
lawock 0.350
odiak 0.180
uspuk 0.750
ake & Peninsula 0.850
ower Kuskokwim 0.650
ower Yukon 0.650
atanuska-Susitna 0.000
enana 0.300

-7- CSHB 604 (HESS)



Northwest 0.850
Pelican 0.350
Petersburg 0.050
Pribilofs 0.650
Railbelt 0.300
Ssand Point 0.500
sitka 0.050
Skagway 0.130
Southeast 0.350
Southwest 0.850
St. Mary's 0.650
Tanana 0.650
Unalaska 0.650
Valdez 0.130
Wrangell 0.050
Yakutat 0.350
Yukon Flats 0.850
Yukon Koyukuk 0.850
Yupiit 0.650
* sec 5 AS 14.17.056 is amended to read
sec. 14.17.056. [BASE INSTRUCTIONAL] UNIT VALUE. The fundin
[BASE INSTRUCTIONAL] unit value for fiscal years beginning on or afte
July 1, 1986 shall be equal to the amount appropriated by th
legislature to the public school foundation account for the fisca
year, divided by the total number of allowable funding units for al
districts under AS 14.17.045 [1982, I's $42,450 THE BASE INSTRUCTION
UNIT VALUE FOR THE FISCAL YEAR BEGINNING JULY 1, 1981, 1S $38,5907].

CSHB 604 (HESS) -8-
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written report, of any unrestricted, undesignated fund balances

[BALANCE ACCUMULATION] greater than that permitted wunder (a) of this

section

- sec. 9. AS 14.17.082(c) is repealed and reenacted to read

(c) The amount by which a district's eligibility for state
assistance under A'S 14 .17 .021 or 14 .17 .0365 exceeds the amount per
ADM/FTE that it received for the preceding fiscal year, must be
reduced in any fiscal year by the amount by which the district's
unrestricted, wundesignated fund balances exceed the amount permitted
under (a) of this section
* sec. 10. AS 14.17.150 is amended to read:

sec. 14.17.150. DUTY OF COMMISSIONER To EXAMINE AND TABULATE
COMPUTATIONS. (a) The commissioner shall examine the preliminary
reports submitted by each district wunder AS 14.17.080, to determine
that data are correctly reported and estimates and computations are
made in accordance with the department's regulations [THEY ARE cCoR
RECTLY COMPUTED]. I'f the reports contain errors in data, estimates,
or computations [ALLOTMENTS ARE INCORRECTLY COMPUTED], the cominission -
er shall either (1) obtain corrections [A CORRECT COMPUTATION] from
the district, or (2) make corrections [A CORRECT COMPUTATION] based on
information available, and give notice of the corrections [CORRECTED
COMPUTATION] to the district. [THE COMMISSIONER SHALL REVIEW SUPPLE-
M ENTAL PROGRAM APPLICATIONS A N D NOTIFY THE DISTRICT WHETHER 1 TS SUuUP
PLEMENTAL PROGRAM 1S APPROVED FOR INCLUSION I'N I TS FOUNDATION PROGRAM

COMPUTATIONS.]

(b) The commissioner shall reduce the data, estimates, and
computations reported by the districts and the computations made by
the department [THESE COMPUTATIONS] to a report in tabular [FORM] or
other [ANOTHER] form helpful in determining the amount of state aid

CSHB 604 (HESS) -10-



for w hich each district is eligible [EXAMINING THE COMPUTATIONS 0 F THE

DISTRICTS] and shall transmit the report to the governor. The commis -
sioner s hall maintain additional copies o f this report in the commis -
sioner' s o f fice as a matter o f public record. T his report must

[SHALL] be entitled “"Public School Foundation Program Computations."
Sec . 11. A 'S 14 .17 .160 is amended to read

sec 14.17.160. ALLOCATION OF FUNDS ON PRELIMINARY COMPUTATIONS
The commissioner shall determine the state aid for each school dis
trict for each fiscal year based on the pre-fiscal year estimates
contained in the preliminary reports submitted wunder AS 14.17.080 [ON
THE BASIS OF THE PRE-FISCAL YEAR COMPUTATIONSI]. Beginning July 15 of
each [THE] fiscal year and on the 15th day of each month [,] for the
next eight [SEVEN SUCCESSIVE] months, one-twelfth of each district's
state aid as so determined must [SHALL] be distributed
Sec. 12. A'S 14 .17 .170 is amended to read

Sec. 14 .17 .170. PAYMENT UNDER ADJUSTED COMPUTATIONS . Each
district shall make a report at the end of the 20-school-day period
ending the fourth Friday in October, and may make a report at the end
of _the 20-school-day period ending the second Friday in February that,
in accordance with regulations adopted by the department, reports
[FIRST NINE WEEKS OF SCHOOL, WHICH CONIAINS A NEWESTIMATE 0F] its
average daily membership for that counting period, [THE FIscCAL YEAR]

and other information that [WHICH] will aid the commissioner in making
a more accurate determination of each district's state aid. The
October report, or the February report if it makes the district eligi-
ble for more state aid, is [THIS NEW ESTIMATE AND INFORMATION oF
AVERAGE DAILY MEMBERSHIP SHALL BE] the basis for the computation and
distribution of each district's state aid for the balance of the
fiscal year. As soon as possible after receiving each district's

-11- CSHB 604 (HESS)
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\

“maSTfr V-
meet the allocations authorized under this chapter, ]
money [AS 14 17 010 - 14 17 190, SUCH FUNDS A S ARE AVAILABLE]
distributed pro rata among centralized correspondence itudy
and each school district based upon the funding units for w h
are eligible wunder this chapter [DISTRICT'S BASIC NEED]

* Sec. 16 AS 14 1 250 (1) is amended to read

(1) "ADM®" or "average daily membership® means the
days of membership of pupils divided by the actual number of
session for the school term;

* sec 17 AS 14.17.250(17) is amended to read

(17) ADMI/FTE" or ADM full-time equivalent m
average daily membership (ADM) as proportionately reduce
regulations adopted by the department, to reflect the enrol
part time students [QUOTIENT 0 F THE AGGREGATE PERI1ODS 0 F PUPI
SHIP PER DAY IN SPECIFIED CLASSES, DIVIDED B Y THE NUMBER
PERIODS IN THE SCHOOL DAYT];:

- sec. 18 AS 14.17.023, 14.17.031, 14.17.041, 14.17.051,
14 17 .081, 14 17 090, 14 17 205, 14 .17 .225¢(f), and 1 4 17 250 (4)
and (19) are repealed

* sec. 19 The Department of Education may adopt regulatio
AS14.17.200 to implement the changes made by this Act Those r
take effect in accordance with the Administrative Procedure Act (
but not before the effective date of secs 1 - 18 of t

* Sec. 20 Lection 19 of this Act takes effect immediately
dance with AS 01.10.070¢(c)

* sec 21 Ssections 1 - 18 of this Act take effect July 1, 19
CSHB 604 (HESS) ~14-
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A BILL

n Act entitled An Act relating to state support for educatio
providing for an effective date."

ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA

section 1. AS 14.17.021 is repealed and reenacted toread:?

S ec 14 17 .021 A 1D TO SCHOOL DISTRICTS (a) The amount
ssistance for which a school district is eligible from the
chool foundation account in each fiscal year is initially cal
y multiplying the funding wunit value established under AS 14
y the total number of allowable funding units for the district
ished under A'S 14 17 0 45

(b) The amount of assistance established under (a) of
ection is then reduced by

(1) for regional educational attendance areas, 80
f the federal financial assistance received by the district wund
s.c 236 244 (P .L 81-874, as amended) for the preceding
ear, or some Jlower percentage of that assistance if necessa
omply with 20 U.s.c 240(d) and the regulations adopted under i
F . R Part 222, subpart G )

(2) for city or borough school districts, an amount
o an assessment of two mills on 100 percent of the full and
alue as reported by the Department of Community and Regional A
nder AS 14.17.140, of the taxable real and personal property i
istrict on January 1 of the assessment year preceding the y e
hich the fiscal year in (a) of this section begins, up to a [Iim

er 20
fiscal
ry to
t (34
equal

true
ffairs
n the
ar in
it of

Y



Itiplied by the district

2 is amended to read

FUNDS FOR CENTRALIZED CORRESPONDENTCE STUDY
centralized correspondence study programs fo
d in an approved school district correspondenc
[SHALL] include an amount [APPROPRIATION] from th
ation account [IN AN AMOUNT] calculated by mou it
unit value established under AS 14.17.056 by th
basic funding units that would be establishe
) for a community with the same ADM/FTE as that o
ondence study [BASE INSTRUCTIONAL UNIT BY THE TOTA
NAL UNITS AS DETERMINED BY APPLYING THE NUMBER o
ENTS TO AS 14.17.041C(Ca)]l

amended by adding a new section to read



Sec. 14 .17 .045. ALLOWABLE FUNDING UNITS. The total number o f

unding wunits within each school district for any fiscal year is the
um of the following, calculated to the third decimal place, for that
iscal year

(1) the number of basic funding units for each city or
nincorporated community in the district, calculated under AS 14 .17
55 (a):

(2) the number of funding wunits for cities or unincorporat-
d communities in the district with low school enrollments calculated

nder A S 14 .17 .06565 (b))

(3) the number of funding units for districts with low
chool enrollments which have at least one city or unincorporated
ommunity with an ADMI/FTE greater than 500, calculated under ASs 14
7.055(c);

(4) the number of funding units for special education

(5) the number of funding units for bilingual/bicultural

ducation calculated under AS 14 .17 .0565((e);

(6) the number of funding units for training and experience
f district personnel calculated under AS 14.17.055(f); and
7) the number of district location units for the district

ec . 6 . AS 14.17 is amended by adding a new section to read
sec. 14.17.055. CALCULATION OF ALLOWABLE UNITS. (a) The number
f basic funding units for each district is the sum of units calculat-
d by the department for each city or unincorporated community within
he district according to the following table
(1) Kindergarten ADMI/FTE x 1.3
(2) Grades 1 - - 2 Apm/FTE X 1.15
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(3) Grades 3 -- 6 ADMI/FTE x 1.0
(4) Grades 7 - - 12 ADMI/FTE x 1.25

(b) small school fundingunits for cities orunincorporated
communities with K -- 12 ADMI/FTE of 500 or less are calculated accord
ing to the following table

UNITS
25
25 o+ (4 x (ADM-10))
45 (1 x (ADM-15))
55 + (0.5 x (ADM-25))
142.5 + (0.025 x (ADM-200))

(c) small district funding units are calculated according to the
following formula for school districts with K -- 12 ADMI/FTE greater
than 500 and no more than 3,500, and with at least one city or unin -
corporated community with an ADM/FTE greater than 500

Units = (3.,500-District ADMI/FTE) x 150
3,000

(d) Sspecial education funding units according to the following
table are added for each city or unincorporated community within the
district based on the number of students enrolled in each progranm
category on the last day of the counting period under AS 14 .17 .170
which is used to determine state aid

(1) Resource Services
Enrollment Funding Units

1--28 10.000

9 - 18 20.000
oOver 18 20 x (Enrollment/18)
(2) Sself-Contained Services
Enrollment Funding Units

604
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1 1 - 5 10.000
2 6 - - 10 20.000

3 over 10 20 x (Enrollment/10)

4 (3) Gifted-Talented Services

5 Enrollment Funding Units

6 1 -9 5.000

7 10 19 10.000

8 20 29 15.000

9 30 - 40 20.000

10 over 40 20 x (Enrollment/40)

11 (4) Intensive Services

12 Enrollment Funding Units

13 3 20.000

14 over 3 20 x (Enrollment/3)

15 (e) Bilingual/bicultural finding units are calculated by moulti
16 plying by 0.7 the number of students enrolled in bilingual classes,
17 approved by the department, as of the last day of the counting perio
18 under AS 14.17.170 which is used to determine state aid

19 (f) District training and experience funding units for an
20 fiscal year are calculated by multiplying 40 percent of the subtota
21 of units calculated wunder (a), (b). (c). (d) . and (e) of this sectio
22 for that fiscal year by the district's training and experience index
23 The training and experience index is determined as follows

24 (1) the department shall assign each district teacher to
25 value in the following table in accordance with regulations adopted b
26 the department:

27 Training

28 B A B A+ M A M A+ 18 M A+ 36 M A+ 5 4

29 Years of Experience 1 2 3 4 5 6
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0 000 0.05 0.15 0.20 0.25 0.30
2 0.10 0.15 0.25 0.30 0.35 0.40
5 0.25 0.30 0.40 0.45 0.50 0.55
8 0.35 0.40 0.50 0.55 0.60 0.65
10 0.50 0.60 0.65 0.70 0.75
12 0.65 0.70 0.75 0.80
15 0.75 0.80 0.85 1.00
In ot training side of this table,

(A) column 1 refers to a salary based wupon a |

lor's degree

(B) column 2 refers to a salarybased upon semeste
hours beyond a bachelor's degree but less than a master's degree:

(c) column 3 refers to a salary based upon a master '
degree or its equivalent;

(D) column 4 refers toa salary based upon a master"’
degree plus 18 or more, but fewer than 36, semester hours o
training or the equivalent:;

(E) cotumn 5 refers to a salary based upon a master:"’
degree plus 36 or more, but fewer than 54, semester hours o
training or the equivalent;

(F) column 6 refers toa salary based upon a master"’
degree and 54 or more semester hours of training or the equiva -
lent

(2) each district's training and experience index is th
average of the values assigned to all teachers in the district under
(1) of this subsection, minus theaverage of the district with the
lowest average.

(g) pistrict location units for each district are calculated by
multiplying 60 percent of thedistrict's subtotal of units under (a).

HB 604 _6-



section by the digjtrict"s location index

wing table
District District Location Inde x
a k 0.500
aska Gateway 0.300

cutians 1.00Q
chorage 0.000

nette 0.350
ring Strait 0.850
istol Bay 0.500
atham 0.350
ugach 0.180
pper River 0.300
rdova 0.130
a.(_} 0.350
1ta 0.300
illingham 0.500

irbanks 0-100

lena 0.500
ines 0.130
onah 0.130
daburg 0.350
itarod 0.750
neau 0.050
ke 0.350
shunamiut 0.650

nai 0/050'

tchikan 0/050

ing Ccove 0.500
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Sec 7 A S 14 17 056 is amended to read

sec 14.17.056 [BASE INSTRUCTIONAL] UNIT VALUE The fundin
[BASE INSTRUCTIONATL] unit value for fiscal years beginning on or after
July 1, 1986 [19827], is $2,770 [$42,450 THE BASE INSTRUCT_ION U NI
VALUE FOR THE F1SCAL Y EAR BEGINNING JuLy 1, 1981, s $38,59017].
sec 3. AS 14.17.080 is amended to read

sec 14.17.080 PRELIMINARY REPORTS [COMPUTATION] B Y DISTRICTS
[DISTRICT] By October 15 [30] of the pre-fiscal year each district
shall submit to the department, in the manner and on forms to b
prescribed by the commissioner”~ a preliminary report of estimates an
data upon which computations can be made [FOR THE FOLLOWING F1SCA
YEAR] of the amount of [BASIC] state aid for which the district i
eligible the following fiscal year wunder AS 14 .17 .021[; AND THE AMOUN
FOR SUPPLEMENTAL PROGRAMS WHICH HAS BEEN APPROVED FOR FUNDING CONSID -
ERATION BY THE COMMISSIONER EACH DISTRICT SHALL M AKE THE COMPUTA -
TIONS IN THE MANNER PRESCRIBED BY AS 14.17.080 14.17.150]1] Th
preliminary reports required by this section [COMPUTATIONS] are the
basis for requesting legislative appropriations and for making prelim
inary payments under the public school foundation progranm for th
following fiscal year
sec 9. AS 14.17.082 is amended to read

sec 14.17.082 FUND BALANCE [CHANGES] IN SCHOOL OPERATING FUND
(a) Each district having an ADMI/FTE of 500 or more [AT LEAST 400
INSTRUCTIONAL UNITS UNDER A'S 14 .17 .031¢((a)]l may accumulate an unre -
stricted undesignated [Al] fund balance as defined by the department
by regulation, in the school operating fund of seven percent of its
expenditures for the preceding fiscal year Each district having an
ADMI/FTE of less than 500 [400 INSTRUCTIONAL UNITS] may accumulate a
unrestricted, undesignated [A]l fund balance of 10 percent of its
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SUPPLEMENTAL

SUPPLEMENTAL

PROGRAM

The

computations

other

ch

departmen

[ANOTHE

DISTRICTS] an

sioner shall
sioner's off
[SHALL] be en
sec. 11 A'S

sec 14
The commissio
trict for eac
contained in
THE B ASIS 0 F
each [THE] fi
next eight [s
state aid as
sec. 12 AS

sec 14
district shal
ending the fo

of the

[FIRST

adopted

average

PROGRAM APPLICATIONS A N D NOTIFY THE
PROGRAM IS APPROVED FOR INCLUSIO
COMPUTATIONS.]

commissioner shall reduce the d
reported by the districts and the c
t [THESE COMPUTATIONS] to a report i
R form helpful in determining the a
h district is eligible [EXAMINING TH
d shall transmit the report to the g
maintain additional copies of this r
ice as a matter of public record

titled "Public School Foundation Pro
14.17.160 is amended to read

17.160 ALLOCATION OF FUNDS ON PRE
ner shall determine the state aid fo
h fiscal year based on the pre-fi
the preliminary reports submitted un
THE PRE-FISCAL Y EAR COMPUTATIONSI].

scal year and on the 15th day of eac
EVEN SUCCESSIVE] months, one-twelfth
so determined must [SHALL] be distri
14 .17 .170 is amended to read

17.170 PAYMENT UNDER ADJUSTED

I make a report at the end of the

urth Friday in October, and may make
ocol-day period ending the second
EEKS OF SCHOOL], which, in accordan
e department, reports [CONTAINS A NE
membership for that counting period

NE W
y th
aily

DISTRIC

T WHETHER 1 Ts

N 1N 1Ts FOUNDATION
ata, estimates, and
omputations made by
n tabular [FORM] or
mount o f state aid
E COMPUTATIONS OF THE

overnor The commis-
eport in the commis -
This report must
gram Computations."
LIMINARY COMPUTATIONS
r each school dis
scal year estimates
der AS 14.17.080 [ON
Beginning July 15 of
h monthT [,] for the
of each district's
buted
COMPUTATIONS Each
20-school-day period
a report at the end
Friday in February
ce with regulations
w ESTIMATE 0F] its
. [THE FIScCAL YEAR]
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HOWEVER

on wh h will aid the commissioner in making a more
ion o each district:'s state aid The October
uary port if it makes the district eligible for
[TH IS EW ESTIMATE A N D INFORM T N 0 F AVERAGE DAILY
] the asis for the computation nd distribution of
te ai for the balance of the fiscal year As soon
eceiv g each district's report [THE COMMISSIONER
0 F T S N EW ESTIMATE A N D I'N ORMATION, M A K E A
CH D1 RI1CT" s STATE A 1D B EF R E DECEMBER 27, the
notif each district of changes ade in the number
Ilcula d for that district [ S TATE A 1 D ] The
also termine whether the oney in the public
ccoun is sufficient to meet ac district state
year, nd, if the money is no sufficient, the
immed tely inform the governor f the amount of
ation he commissioner estimates will be necessary
blic hool foundation progra for the rest of the
ning ril [FEBRUARY] 15 and n he 15th of each
ne-th d [ONE-FIFTH] of the recomputed balance of
te ai must [SHALL] be distributed. [HOWEVER,
E P AY N T SHALL B E W ITHHELD P N D N G A FINAL DETER
TRICT STATE A 1D .]
180 i amended to read
[PAYMENT UNDER] FINAL COMPUTATION Before June

all transmit to the commissioner a final report o f
other information required by the commissioner

DISTR cCT"'S STATE A1 D TH COMMISSIONER SHALL
cCT 'S COMPUTATION N THE M ANNER PROVIDED B Y A'S 14
. IN EVENT M A Y THE ENTITLEMENT oF A SCHOOL



DISTRICT TO STATE A 1D UNDER AS 14.17.021 B E LESS THAN THAT COMPUTED

UNDER THIS SECTION FOR THE PRECEDING Y EAR, EXCEPT A S OTHERWISE PROVID
ED IN AS 14.17.0231, o R UNDER AS 14.17.170, WHICHEVER 1s GREATER
ADDITIONAL STATE AID SHALL BE OBLIGATED B Y THE COMMISSIONER BEFORE
JUNE 307, If the district received more state aid money than it was
entitled to under this chapter, it shall immediately, after notice
from the commissioner of the overpayment, remit the amount of overpay-
[

ment to the commissioner to be returned to the public school founda-
tion account. I'f the remittance is not made within 30 days after the
date of the commissioner's notice, the commissioner shall withhold the
amount of the overpayment from subsegquent payments to the district
under this chapter
sec. 14 . AS 14.17.190 is amended to read

Sec . 14 .17 .190. RESTRICTIONS GOVERNING RECEIPT AN D EXPENDITURE
0 F M ONEY FROM PUBLIC SCHOOL FOUNDATION ACCOUNT. (a) The public
school foundation money distributed to a district, together with any
interest earned by the district on the money, must [DURING A Y EAR
SHALL] be received, held, and expended by the district subject to the
provisions of law and regulations adopted [PROMULGATED] by the depart-
men t

(b) Each district shall maintain financial records of the re
ceipt and disbursement of public school foundation money., interest
earned on that money, and monay acquired from local effort. The
records must be in the form required by the commissioner and are
subject to audit by the commissioner or the board at any time
sec. 15 . AS 14.17.225(b) is amended to read

(b) Money [FUNDS] to carry out the provisions of this chapter
[AS 14.17.010 -- 14.17.190] may be appropriated annually by the legis-
lature into the public school foundation account. I the amount
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appropriated to the account for any fiscal year exceeds the alloca
tions otherwise authorized wunder this chapter, the excess money must
be distributed pro rata among those school districts eligible for less
aid per ADMI/FTE under AS 14.17.021 than they would have received under

s ec 2, ch . 75, SLA 1985. The pro rata distribution must b e b ased

upon the funding for which those districts are eliRible under

this chapter I'f amounts in the account are insufficient to meet the
allocations authorized under this chapter [AS 14.17.010 - - 14.17.1907],
the available money must [SUCH FUNDS AS ARE AVAILABLE SHALL] be dis
tributed pro rata among centralized correspondence study programs and
each school district based upon the funding wunits for which they are
eligible under this chapter [DISTRICT'S BASIC NEEDI].

* Sec. 16. AS 14.17.250(1) is amended to read

(1) “"ADM" or "average daily membership" means the aggregate
days of membership of pupils divided by the actual number of days in
session for the school term;

* Sec. 17. AS 14 .17 .250(17) is amended to read

(17) “ADMI/FTE" or “ADM full-time equivalent" means the
average daily membership (ADM) as proportionately reduced, under
regulations adopted by the department, to reflect the enrollment of
part-time students [QUOTIENT OF THE AGGREGATE PERIODS OF PUPIL MEMBER-
SHIP PER DAY IN SPECIFIED CLASSES, DIVIDED B Y THE NUMBER oF CLASS
PERI1ODS I'N THE SCHOOL DAYT]:

- Sec. 18 AS 14.17.023, 14.17.031, 14.17.041,14.17.051, 14.17.061,
14.17.081, 14.17.0090, 14.17.205, 14.17.225(f), and 14.17.250(4), (9. (18),
and (19) are repealed

* Sec. 19. The Department of Education may adopt regulations under
AS14.17.200 to implement the changes made by this Act. Those regulations
take effect in accordance with the Administrative Procedure Act (AS 44 .62),

HB 604 14-



before the ef fective date o f s ecs

20 . Section 19 o f t his Act takes effect immediately in accor

h AS 01.10.070(c)

21 . Sections 1 - - 18 o f this Act take effect July 1, 1986 .





