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AMENDMENT

OFFERED IN THE HOUSE BY REP. GOLL

TO: HB 398

Page 1, line 9:
Delete "or overpayments"

Insert "; relating to the number of allowable 1instructional units 1in

determining state foundation aid for a school district; and providing for

an effective date"

Page 1, after line 18: o
Insert a new bill section to read:
"* Sec. 2. AS 14.17.031(b) 1is amended to read:

(b) If the instructional units that a school district is eligi—
ble to receive under (a) of this section decrease by 10 percent or

more from one fiscal year to the next, the school district may use the

last fiscal year before the reduction as a base fiscal year and offset

its reduction according to the following schedule: (1) for the first

fiscal year after the base fiscal year, the school district is eligi—

ble to receive the instructional units determined under (a)(1) of this

section plu.- 75 percent of the difference 1in instructional wunits

between the base fiscal year and the first fiscal year after the base

fiscal year: (2) for the second fiscal year after the base fiscal

year, the school district is eligible to receive the instructional

(a)(1) of this section plus 50 percent of the
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units determined under
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difference in instructional units between the base fiscal year and the
second fiscal year after the base fiscal year; (3) for the third
fiscal year after the base fiscal year, the school district is eiigi-
ble to receive the instructional units determined under (a)(l) of this
section plus 25 percent of the difference 1in instructional units
between the base fiscal year and the third fiscal year after the base
fiscal year. The schedule established in this subsection is available
to a school district for the three fiscal years following the base
fiscal year only 1if the instructional units received by the school
district under (a)(l) of this section for each fiscal year 1is less
than the ins:riictional units received bv the school district in the
base fiscal year. This subsection does not apply to a decrease in
instructional units resulting from a loss of enrollment that occurs as
a result of a boundary change under AS 29 [FOR PURPOSES OF (c)(1) OF
THIS SECTION, IN FISCAL YEARS BEGINNING AFTER JULY 1, 1987, 90 PERCENT
OF THE DISTRICT"S TOTAL ELEMENTARY AND SECONDARY INSTRUCTIONAL UNITS
FOR THE PRECEDING FISCAL YEAR IS USED IF THAT NUMBER IS GREATER THAN

THE DISTRICT®S TOTAL UNDER (a)(1) OF THIS SECTION FOR THE CURRENT

FISCAL YEAR]."

Renumber the following bill section accordingly.

2121190
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AMENDMENT

OFFERED IN THE HOUSE BY REP. GOLL

TO: HB 398

Page 1, line 9:

Delete "or overpayments"

Insert "; relating to the number of allowable total elementary and
secondary instructional units in determining state foundation aid for a

school district; and providing for an effective date"

Page 1, after line 18:
Insert a new bill section to read:
"* Sec. 2. mAS 14.17.031(b) 1is amended to read:

(b) If the total elementary and secondary instructional units
that a school district is eligible to receive under (a) of this sec—
tion decrease by 10 percent or more from one fiscal year to the next,
the school district may use the last fiscal year before the reduction
as a base fiscal year and offset 1its reduction according to the
following schedule: (1) for the first fiscal yearafter the base
fiscal year, the school districtis eligible to receive the total
elementary and secondary instructional units determined under (a)(1)
of chis section plus 75 percent of the difference in total elementary
and secondary instructional units between the base fiscal year and the
first fiscal year after the base fiscal year; (2) for the second

fiscal vear after thebase fiscal vyear, the school district 1is

-1- 319790
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eligible to receive the total elementary and secondary instructional
units determined under (a)(1l) of this section plus 50 percent of the
difference in total -elementary and secondary instructional units
between the base fiscal year and the second fiscal year after the base
fiscal year; (3) for the third fiscal year after the base fiscal year,
the school district 1is eligible to receive the total elementary and
secondary instructional units determined under (a)(l) of this section
plus 25 percent of the difference in total elementary and secondary
instructional units between the base fiscal year and the third fiscal
year after the base fiscal year. The schedule established 1in this
subsection 1is available to a school district for the three fiscal
years following the base fiscal year only if the total elementary and
secondary- instructional units received by the school district under
(a)(1) of- this section for each fiscal year are less than the total
elementary and secondary instructional units received by the school
district in the base fiscal year. This subsection does not apply to a
decrease 1in total elementary and secondary "instructional units result—
ing from a loss of enrollment that occurs as a result of a boundary
change under AS 29 [FOR PURPOSES OF (a)(l) OF THIS SECTION, IN FISCAL
YEARS BEGINNING AFTER JULY 1, 1987, 90 PERCENT OF THE DISTRICT"S TOTAL
ELEMENTARY AND SECONDARY INSTRUCTIONAL UNITS FOR THE PRECEDING FISCAL
YEAR IS USED IF THAT NUMBER IS GREATER THAN THE DISTRICT S TOTAL UNDER

(a)(1) OF THIS SECTION FOR THE CURRENT FISCAL YEAR).~*~

Renumber the following bill section accordingly.

-2- 3/9/790



—REVISED—
1990 SESSION STATUTORY APPROPRIATION LIMIT CALCULATION
GENERAL FUND AND GENERAL FUND/PROGRAM RECEIPTS
BASED ON AS.37.05.540

APPROPRIATIONS ENACTED IN FY89

Qperating 20325
Capital 1328
Loans 100
G.0. Deht 1204
Other Debt o 121
Special Appropriations _
Ch 117 Sec 206, Oil/Hazard Fund 2.0
Ch 13, Qil/Hazard Fund 20.0
Science & Technology Endowment 34.0
Ch 62, Business Incentive Training 0.3
Ch 103 Arctic Winter Games 0.1
Supplcmentals (for FYS9 and prior years 91.2
Supplemental (for FYss and prior years 5.9
OTAL APPROPRIATIONS 25413
EXCEPTIONS TO THE APPROPRIATION LIMIT
G.0. Debt Retirement -120.4
Reappropriations _
Ch 117, Scc 35, Foundation -35
Ch 117, Sec 195, PCE Grants 18
_ Chi17. See 204, DCAP 04
Science & Technology Endowment kEnacted FYss) -34.0
TOTAL EXCEPTIONS -160.1
TOTAL APPROPRIATIONS SUBJECT TO LIMIT 2.381.2
Multiply by 5% plus the change in population and inflation 1.079
1990 SESSION APPROPRIATION LIMIT 2.570.3
APPRQPRIATIONS REQUESTED -1990 SESSION (Subject to Spending Limit)
QOperating 2,063.1
Capital 2285
Loans 13.7
School Debt 1078
OtherDebt 12.1
Special Appropriauons
Sunglementa ?ll/l-Flil(zgaédo%s Fund ) 21.0
upplcmentals (for FY90 and prior years
P ‘-IB 428 prory 615
HB 464 4.8
HB 453 0.9
. HB459/SB 424 8.6
New Legislation 100
TOTAL REQUESTED APPROPRIATIONS 2.582.0
BALANCE OF SPENDING LIMIT OVER APPROPRIATIONS 17

Assumptions: "An a gropnatlon IS consiclered to be made in the fiscal year in which it is enacted” Al aEerognatlons
included in the FYS9 base arc those signed into law during that fiscal year, whether it relates to FYSe or FY90.
Differences between this calculation and thel/24/90 versjon of die spending limit computations arc a result of the idcntificatiot
of die actual enactment date of die supplemental appro’onatlon for FYSs (signed by the Governor on 7/3/S9).

Debt Retirement * Tho statuto reters to goneral obligation bonds as oxcoptions to tho spending limn. In tho more
strict interpretation ol this statomenl wo would not ‘oxdudo any other dobt.

Railbelt Energy Fund expenditures aro shown as general lunds subject to tho spending limit.

Legislative Financo Division 2/16/90



FY90 SPENDING LIMIT COMPUTATION
MULTIPLICATION FACTOR

SET BY STATUTE

CHANGE IN POPULATION
Source: Greg Williams, Dept, of Labor, Research and Analysis

1988 531,000
1989 534.400
3,400

CHANGE IN INFLATION
Source: Dept, of Labor, Reseaich and Analysis

CPIl - Urban Consumers - Anchorage

First half o0f 1988 108.4
First half 0f1989 110.9
> 25

TOTAL

LFD 2/16/90

PERCENTAGE
CHANGE

5.00

0.64

2.30

7.94



1989 SESSION STATUTORY APPROPRIATION LIMIT CALCULATION
GENERAL FUND AND GENERAL FUND/PROGRAM RECEIPTS

RASED ON A.S. 37.05540

APPROPRIATIONS ENACTED IN FYSs
Operating

FYss (signed by Governor 7/23/87)
Loans

PYS9
FYSs (signed by Governor 7/23/87)
0. Debt

FVS9
Other Debt o
Special Appropriations
Science & Technology Endowment (See 1 Ch 5, FSSLA 87
repealed & reauthorized at Sec 189, Ch 173, SLA ss)
Ch 10, SLA ss, Jobs Bill .
Ch 137, SLA ss, Circumpolar Health Studies
Ch 171, SLA Ss, Enforcement of Alcohol Laws
Supplcmentals (for FYSe and Brlor years)
TOTAL APPROPRIATIONS

EXCEPTIONS TO THE APPROPRLVTION LIMIT
G.0. Debt RetircmentiFYS9
TOTAL EXCEPTIONS

TOTAL APPROPRIATIONS SUBJECT TO LIMIT
Multiply by 5G> plus the change in population and inflation
1939 SESSION APPROPRIATION LIMIT

APPROPRIATIONS - 1989 SESSION (Subject to Spending Limit)

QOperating

Capital

Loans

OtherDebt

Special Appropriations _
Qil/Hazardous Fund (Prior Years)
Qil/Hazardous Fund _

Supplcmentals (for FYsS and prior years

Supplementals (for FYS9 and prior ycajsﬁ
TOTAL APPROPRIATIONS

BALANCE OF.SPENDING LIMIT OVER APPROPUIA HONS

Assu_m(g)tions; According to the statute “.in appropriation is considered to made in die fiscal year in wim.i it is
:nacicd.” This would require all appropriations included in die FYSS base to be any that were made during

the FYSS legislative session, whetﬁer It relates to FYSS or FYS9.

Dobt Hotiromont ¢ Tho statute rotors cnly to oonoral obligation bonds as an <caption

Loo-slativo finance 0.v<san 2MC.30

signed by Governor 7/S/S9)

19731
332

33,5

16.7

135.6
11,3

ICOn
0.3

Lo
oo

-135.6

2.026.5

132.3

10.0

12.1

200
32,0
55.9
91.]

2,499.2

-135.6
2.263.6
1.0499
24315

2.30:S
t; )i



FY89 SPENDING LIMIT COMPUTATION

FERCEVTAGE
CHANGE
SET DY STATUTE 5 0000
CHANGE IN POPULATION
Source: Greg Williams, Dept, of Labor, Research and Analysis
1987 537,800
1988 531.000
-6,800 <0.0126
CHANGE IN INFLATION
Source: Dept, of Labor, Research and Analysis
CPI - Urban Consumers - Anchorage
First half of 1987 108.3
First half of 1988 108.4
0.0009
4.9883

TOTAL

Lro 2/16/90



1988 ESSI%

S STATUTORY APPROPRIATION LIMIT CALCULATION
GENERAL F D

UND AND GENERA
BASED ON A.S. 37.05.540

APPROPRIATIONS ENACTED IN FY87

N
A

|—
11
[
o=

Operating 1.6.9
Capital - signed by Governor 7/23/S7 0.0
Loans 194
G.0. Debt 148.0
Special Appropriations
Ch 32, Alaska AIDS Program 05
Ch se, Arctic Winter Games 06
Supplemental (for FY37 arid prior years) "
TOTAL APPROPRIATIONS 2,055.0
EXCEPTIONS TO TIIE APPROPRIATION LIMIT
GO Debt -148.0
TOTAL EXCEPTIONS -145.0
TOTAL APPROPRIATIONS SUBJECT TO LIMIT 1.590.0
Multiply by« plus the change in population and inflation 1.0498
1958 SESSION APPROPRIATION LIMIT 1.954.2
APPROPRIATIONS - 1958 SESSION (Subject to Spending Limit)
Operating
~ FYS9 1.973.1
Capital
FYS9 8.2
FYSS (signed by Governor 7/23/S7) 8S.5
Loans
FYS9 16.7
FYSS (signed by Governor 7/23/S7) 10
Other Debt 11.8

' Special Appropriations
Science . Technology Endowment (Sec 1, Ch 5, FSSLA 87

repealed . - reauthorized at Sec 189, Ch 173, SLA S8) 100.0
Ch 10, SLA ss. Jobs Bill 75.2
Ch 137, SLA ss, Circumpolar Health Studies 03
Ch 171, SLA ss, Enforcement of Alcohol Laws 0.2
Supplcmentals (for FYSS and prior years) 86
TOTAL APPROPRIATIONS 1363 6
BALANCE OF SPENDING LIMIT OVER APPROPRIATIONS 379

Assumptions: According to the statute "an appropriation is considered to made in the fiscal year in which it
enacted." This would require all aﬁpropriations included in the FYST base to be any that were made during
the FYST legislative session, whether it relates to 1r3'S7 or FYSS.

Dobt Retirement . The statute refers only to general obligation bonus as an exception.

Legislative Finance Division 2/t0/s0



FY83 SPENDING LIMIT COMPUTATION

MULTIPLICATION FACTOR
PERCENTAGE
CHANGE
SET BY STATUTE SCOOO

CHANGE IN POPULATION
Source: Greg Williams, Dept, of Labor, Research and Analysis

1986 547,600
1987 537.300
-9,800 -0.0179

CHANCE IN INFLATION
Source: Dept, of Labor, Research and Analysis

CPIl - Urban Consumers - Anchorage

First half of 1986 239.0
First half of 1987 289.2
I 0-2 0.0007

49323

TOTAL

LFD 2/16/90



STATE OF ALASKA
ENACTMENT OF'APPROPRIATIONS
GENERAL FUNDS AND GENERAL FUND PROGRAM RECEIPTS

1 1
YEAR OF ENACTMENT Date of
1 1 Enactment 1
Ch 95. SLA 87 I 6/30/87 !
‘Conference Committee
iNew Legislation
Proaram ReceiDts
‘'Sec 19 & ' 0 Leaal Proceedings
Sec 22. Pers Svcs 1
School Debt 1
*GO Debt
Loans
Ch 2. SLA 87-Disaster Relief 3/17/87 1
Ch 32, SLA 87-AIDS Froaram 5/30-8 7
Ch 86. SLA 87-Arctic Winter Games 6/15/87 1
Ch 90. SLA 37-FY87 SupDlementals 6/17/87
Ch 93. SLA 87 - Student Loans 6/17/87
Ch 3. SLA 87 FSS 7123187
iCaDital
ILoans
IReappropriations-Operating
IReaooropriations-Capital
Ch 5. SLA 87 FSS 7123187
ITo budget Reserve Fund
Ch 154. S1A 88 6/10/88
(Conference Committee
INew Legislation
IGO Debt
«Other Debt
Ch 12. SLA 88 3/26/88
IFoundation
ISchool Debt
Ch 172. SLA 88 - Capital 6/17/88
ILoans |
Ch 10. SLA 88 - JOBS 3/3/88 |
Ch 173. SLA 88 7/8/88
iReapprapriations + Operating
IReappropriations - Capital
Rencprop-Ch 5. SLA 87-GF*
,FY88 Supplemental
Ch 6. SLA 88 - FY88 Supplemental 2/25/88
Ch 20. SLA 68 « FY88 Supplemental 4122138
Ch 137. SLA 63-Circumcoiar Hlth 6/8/38
Ch 153. SLA 88-Disaster Reliol 6/9/03 1
Ch 171. sLA 68-Alconcl Laws 6/17/88

IFD 2/16*90

FY87

1
FY30
1.632.01
12.51
45.41
9.81
37.71
109.51
148.01
3.71
0.01
051
0.61
22.61
15.71
88.51
1.00
2.6
7.5«
250.01
1.399.8!
21
135.51
11.81
i
461.71
109.5i
83.2"
16.7:
75.2:
03:
3.3
0.3l
0.0
02

FYO09

10.4
30.2

55.9



YEAR OF ENACTMENT Date ot FY87 I FYuUs i FY39

1 Enactment 1 1 1
Ch 116. SLA 89 6/17/89 |
(Conference Committee 1.336.8
.New Legislation r 3.1
iSchool Debt 1 ! 107.3
IShared Taxes 18.6
'Fisheries Enhancement 10.5
IGO Debt 120.4
Other Debt 12.1
(Leans 10.c
Ch 117. SLA 69 6/30/39
'‘Capital 132.3
ReaDoropriation - Ooerating 5.7
iReaoDrooriation ¢ Capital 47.4
Ch 87, SLA 89-FY89 Suoplementals 6/1/89 37.7
Ch 43. SLA 89-FY89 SuDdemental 5/26/89 | ! 3.5
Ch 103. SLA 89-Arctic Winter Games 6/13/89 0.1
Ch 62. FLA 89-Business Incentive 5/30/89 0.3
Ch 13. SLA 89-O'f Spill 4/12/89 20.0
I
TOTALS 2.038.0 2.659.41 2.563.3

I

* Original Aporopriation to Budget Reserve Account. Reaoproonation chanoed it to Science
& Technolonv Endowment and reduced amount to S100.0 million. Alfa added contmnencv.

LFD 2/1G/30
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FY 90 APPROPRIATION LIMIT CALCULATION
GENERAL FUND AND GENERAL FUND/PROGRAM RECILEPTS
Based on AS 37.05.540

1. ADDropriatlons Enacted In FY89

A Onerating-Ch. 116, SLA1990 (enacted 6/18/89) 2,026.7
B. Capital 132 §
C. Loans-Ch. 116, SLA 1990 10.0
D. G.0. Debt- Ch. 116, SLA 1989 120.4
E. Lease/Purchase Debt-Ch. 116, SLA 1989 12.1
F. SupDlementals-Ch. 87, SLA 1989 o1.2
G. Exxon Valdez-Ch. 13, SLA 1983 20.0
H. Transfer Science A Tech to PermanentFund 34.0
. Special Appropriations Oil Fund 32.0
J. Other Appr0£r|atlons-Ch. 43, Ch. 103,Ch62, SLA 89 3.9
Ch. 173, SIA 1988 55.9
TOTAL APPROPRIATIONS ENACTED IN FY89 2,539.0
2. Not Subject to Limit
A, G.0O. Debt Retirement -120.4
B. Science A Teen to the Permanent Fund 340
3. Total Appropriations Sybject to Limit 2,384.6
4. Multiply  *3 by 5X plus the Change in Population 1.0794
and ‘Inflation
5. MAXIMUM FY 90 APPROPRIATION LIMIT 2573.9)
| Undor AS 37.05.540 ’ 1
6. Proposed ApFropriations Enacted In FY 90
(Subject to the Spending Limit)
. A Ooerating-Governor's* FY9L Request 2170.9
B. Capital E}Introduced 2/1/902 1135
C. Loans- Governor's Reaues 13.7
D. G.0. Dabt Retirement/Lease Purchase 191
E. Special Appropriations Oil Fund 770
F. Supplementals-HB428. H8459 A SB 396 750
G. Special Maintenance Capital Bill (2/1/90) 488
TOTAL APPROPRIATIONS ENACTED IN FY90 2.461.0
1. Amount FY 90 Appropriations are Bolow the Limit 112.91
Wt»i:  ill Iriiettd daflnad e tI># Co»arnor IUfti a bill™,

12) Appropriations not aubjsct to t.' appropriation lion mcluda: C.0. Dabt*«l.t.
[Uilb«It fnaray fund eeappropriation 11S.0 and tranafara to tba farmanant fund.

Prepared by Oivision of Budgot Review



u h i | a "~ v |1 h ] tALASKA ASSOCIATION OF ELEMENTARY SCHOOL PRINCIPALS
T m li u u f ALASKA ASSOXIATION OF SECONDARY SCHOOL PRINCIPALS

| Atﬁm&%‘g{ﬁIATION OF SCHOOL ADMINISTRATORS

mh\ | ASKA COUNCIL OF SCHOOL ADMINISTRATORS <
326 Fourth St., Sullo 408 Juneau, Alaska 99801  566-9702

POSITION PAPER
HE!' 396
"Adjusting aschool district's state* foundation aid in a fiscal year"

The Aiask6 Council of School Administrators supports hb 39S with the
addition of amendment '| detailing a process for the reduction of fund
under the foundation support program to school districts

School districts develop budgets around the best information available and
on current enrollment as well as projected enrollment for the coming
school year as the school year begins and because of unanticipated
events which causes a severe reduction in enrollment, districts can be
seriously impacted and with this amendment, the reductions in staff and
programs can be accomplished in a gradual, well planned process which
will cause as little disruption as possible to the over-all educational
program

We urge this committee to pass the amendment



AMENDMENT TO HB398

If instructional units which a school district is
entitled to under the state foundation funding formula
decreases by 10% or more from one year to the next, the
school district may use the last year before the reduction
as a base year and offset its reduction according to the
following schedule:

(@ For the first yc”r after the base year, the school
district 1is entitled to 75% of the difference in
instructional units between the base year and the first

year.

(@ For the second year after the base year, the school
district is entitled to 50% of the difference in
instructional units between the base year and the second

year.

(® For the third year after the base year, the school
district is entitled to 25% of the difference Iin
instructional units between the base year and third year.

The schedule established in this subsection is
available to a school district for the three years following
the base year only so long as the entitlement to the
instructional units for each year is less than the
entitlement of the base year.

This subsection does not apply to a decrease In
instructional units resulting from a loss of enrollment
which occurs as a result of a boundary change.
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State op Alaska
orricc or the governor
JVKBAO

January 8, 1990

The Honorable Sam Cotten
Speaker of the House
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Mr. Speaker:

Under the authority of art. 11l, sec. 18, of the Alaska
Constitution, 1 am transmitting a bill relating to the
public school foundation program. The bill would simplify
the process of making corrections to underpayments made to
school districts in previous Tiscal years by permitting
current-year state aid to be adjusted rather than requiring
a supplemental appropriation. The need for this bill arises
from the relationship between the Department of Education
and the federal government for federal iImpact aid purposes

under P.L. 81-874.

Under P.L. 81-874, as amended, a state 1is authorized to
consider federal impact aid payments made to school
districts as "local resources”™ under the state"s school aid
formula, and thus reduce the amount of state aid needed,
only 1f the state"s program meets Tfederal equalization
criteria. One of those criteria, according to the United
States Department of Education®s interpretation of its
regulations, 1is that if a state distributes state aid based
on an estimated ratio of local support to the district
covered by the state"s equalization plan to total local
support (as Alaska does) then 11t must make appropriate
corrections after the Ilocal support estimates are replaced
by actual, audited data.

Currently, under AS 14.17.170, tho department can require a
district to return any overpayments made to it. By
imrlication, it may reduce current-year TfToundation support
by the amount of any overpayment made in a previous Tiscal
year. There 1iIs no statutory provision, however, authorizing
the department to use money appropriated for the
current-year foundation program to correct underpayments
made in prior fiscal years. The Department of Education
recommends this bill to permit that use of the current-year



The Honorable Sam Cotten Page 2

foundation program appropriation, even if that use would
sometimes vrequire prorating current-year support to all
districts. That would eliminate the need for a supplemental
appropriation each year to make what are relatively minor
adjustments to the previous fiscal year®"s state aid
distribution.
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AT No.
Bill VERSION: HB 368 .
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FISCAL NOTE

REQUEST:
Revision Date;

Title: .. AdjuUST @ School DISTrict's
State Foumdetion Aidy- |
Sponsor: Rules Committee

Agency{( Affected:Education
bru! -12'Suppurt
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-0
CAPITAL
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Poe 465-7300
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AMENDMENT TO HB398

If instructional units which a school district is
entitled to under the state foundation funding formula
decreases by 10% or more from one year to the next, the
school district may use the last year before the reduction
as a base year and offset its reduction according to the
following schedule:

(O For the first year after the base year, the school
district is entitled Lo 75%f the difference in
instructional units between the be e year and the first
year.

(@ For the secondyear afterthe base year, the school
district is entitled to 50%0f the difference in
instructional unilLs between the base year and the second

year.

(@ For the third year after the base year, the school
district is entitled to 25% of the difference in
instructional jnits between the base year and third year.

The schedule established in this subsection is
available to a school district for the three years following
the base year only so long as the entitlement to the
instructional units for each year is less than the
entitlement of the base year.

This subsection does not apply to a decrease 1in
instructional units resulting from a loss of enrollment
which occurs as a result of a boundary change.



STEVE COWPEh, GOVERNOR
1

DEPAIITMENT OF EDUCATION GOLDBELT PLACE

801 WEST 10TH STREET
P.0. BOX F
OFFICE OF THE COMMISSIONER JUNEAU, ALASKA 99811-0500

February 8, 1990

Jim Nordlund
House HESS Committee

PO Box V
Juneau, Alaska 99811

Dear Mr. Nordlund:

The Department of Education annually must pa«s a federal disparity test to
determine whether Alaska®s Public School Foundation Program meets U.S.
Department of Education regulations for states that use P.L. 81-874 funds as
part of their school funding distribution mechanism. In the past, the
federal government has given a conditional determination that Alaska has
passed the disparity test, with an exception. The exception is made because
the State disburses funds through the foundation program based on budgeted
data. The disparity test itself is based on aiJited data. The federal
government will issue a final determination that Alaska meets the disparity
test only after payments to districts are reconciled with the audited data.
In the past, the State has made these reconciliations through its annual
supplemental appropriation.

The amendment to AS 14.17.021(a) in House Bill 398 authorizes the State to
make those reconciliation payments prior to submitting to a federal
disparity test. This bill is necessary because the federal government has
requested the State tu prorate payments to districts during the school year
based on audited data. The federal concern is that the Legislature may find
itself in a position not to fund a supplemental appropriation. Should that
occur Alaska is at risk of losing all PL 81-874 funds that come to the
State. Total potential loss is about $70 million per year.

Meanwhile, as payments are prorated under authorization of House Bill 398,
the Legislature can, as it has done in the past, make up full funding to
districts in an annual supplemental appropriation. IT some catastrophic
emergency prohibits a supplemental, then the State does not risk losing its
PL 81-974 receipts because of imbalances in the State®"s foundation program

distribution.



Jim Mordland
February 8, 1990
Page 2

Enclosed is a letter from Charles Hansen, Director, Impact Aid Program. U.S.
Department of Education, noting the requirement that the Alaska Department
of Education must secure funds from the State Legislature to reimburse those
school districts that failed to receive adequate foundation funding in FY 88
and FY 89, according to the federal disparity test.

T am available if you need further information about this matter.

Sincerely

Enclosure



UNITED STATES DEPARTMENT OF EDUCATION
WASHINGTON, D.C. :0:02

22DEC 1989 DEC 291040

John E. Anttonen, Director

Educational Finance and Support Services
Alaska State Department of Education
Goldbelt Place

801 West 10th Street, P.O. Box F

Juneau, Alaska 99811-0500

Dear Mr. Anttonen:

This is to notify you that, based upon examination of the data sets
provided for our review, we are approving the disparity test
results dated November 13, 1989 for fiscal year (FY) 1988 as
computed by your office under Section 5(d)(2) of Public Law
81-874., subject to the fTollowing condition.

As stated iIn my letter of October 23, 1989, the State Department
of Education must secure from the State legislature an
aopropriation to reimburse those school districts from which State
foundation aid funds were improperly withheld under Section 5(d).
IT the appropriate adjustments are made in the amounts indicated
in the November 13 data, and are reported to this office, this
Department will let st™nd the existing determination for FY 1988.

In acdition, we still have not received either a copy of the
State’s legislative proposal requesting additional appropriations,
or the proposal requesting authority to make adjustments in future-
year State aid payments, both of which your office agreed to submit
to us prior to submission to the legislature 1iIn the upcoming
legislative session.

Finally, 1 would like to relay to you the fact that both Dr. Robert
Farning and Kerry Wingell of my staff were pleased with the outcome
of the recent State workshop 1in Anchorage. Apparently a number of
attendees engaged in some lively exchanges and contributed
significantly to forging a better understanding of Alaska school
conditions as they relate to the Impact Aid Program, Equally as
important, my staff now feel confident that the morning session
during which thev explained the FY 1989 payment vouchers to

Eddy Jeans of your staff should enhance your ability to prepare
submissions to the Department.

Thank you for your cooperation iIn working to remedy the
deficiencies in the prior FY 1988 disparity test. I look forward
to your continuing support as we proceed with the determination
process for the ensuing fiscal years.

Sincere 1y,
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PRCFOSAL

For a Feaslbility Study of

Alaska Foundation Funding Progran

(Educational Equity and Cost Effectiveness)



ABSTRACT

Due to the substantial interest in financing of public education in
Alaska andwith continued litigation tnrougnout the United States
concerning the 1issue of equity in education finance, it seems desiraole
to Investigate all the various concerns relating to the funding of public
schools In Alaska. A study of the State Foundation Funding Program
should be conducted to address the questions relating to educational

equity and cost effectiveness.

STATEMENT OF PURPOSE

It Is essential that the State of Alaska have a mechanism 1in puce to
properly finance the public education system. Alaska®s school districts

vary greatly in size, political complexity, anddistrict wealth. While
some municipal, districts are comparable to those In other states, others
are remote, with many small schools Isolated from one another. Several

small city districts consist of single attendance centers which are
located in rural areas of thestate. Due to this diversity It is logical
to assume that the actual cost of -education may vary greatly on a
dilstrlct-by-dlstrlct basis, and It Is difficult to guarantee that true
equity In educational funding exists. For the same reason It is equally
difficult to ensure that every district receives sufficient funds to
offer an acceptable educational program for all students. Finally, it Is
essential that all education services are provided as cost effectively

and as efficiently as possible.
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EDUCATION EQUITY ANO SCHOOL FINANCE

Throughout the country a major portion of state and local taxes are

dedicated to the support of public education. Public education s
expensive and there has been considerable scrutiny of school finance
methods. Ourlng the last twenty years much of th"s scrutiny has been

directed toward equity In education.

In San /ntonlo v. Rodriquez (1973) the U.S. Supreme Court vruled that
since education was not a right under the U.S. constitution the court had
no jurisdiction In matters pertaining to equity In educational funding.

This decision left the 1issue up to the state courts. In 1971, the
California Supreme Court in Serrano vs Priest declared that the state"s
system for financing public schools was unconstitutional. This decision

established a standard that the quality of a child"s education must be
based on the wealth of the state as a whole and not on the wealth of a
local school district. Since this decision there has been considerable
litigation relating to this 1issue. As of this date twelve states have
upheld their education finance system and ten states have declared their

system to be unconstitutional . Currently there 1Is ongoing litigation
concerning this 1issue In several other states. Alaska Is one of these
states.

Equity In education Is a very complex problem. The fundamental question

Is, equity for who? There are two basic answers to this question. One,
equity for the taxpayer; and two, equity for thechildren enrolled In the
public schools. While equity for the taxpayer Is an Issue worthy of
further |Investigation, the focus of this proposal will be equity for the

pupll.

The various state supreme courts have not been able to agree on the
concept of equity. One court stated that since the plaintiff had not
been able to show that a single child had been deprived of an educational
opportunity the complaint was denied. In the same article the author
pointed out that the Louisiana State Supreme Court upheld the Louisiana
finance system stating that It was sufficient to ensure a minimum
educational program for all students. California established a
one-hundred-dollar-per-student band or variance whereby, all per-pupll
expenditure must be within a hundred dollars of one another. This has
been Interpreted to Include adjusted dollars which reflect Inflation and
cost differentials related to small versus large district operations. In
Oklahoma the Supreme Court ruled that the statewas under no obligation
to guarantee equal expenditure per child In Its educational system,
while the federal government remains unlnvolved, it Is sturytng the issue.
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While there appears to be no single method to determine equity in
education finance, there are several areas mat if properly acdressed
increase the prooaoility of a given formula withstanding me scrutiny of
me courts. Tho;e areas are as follows:

1) Horizontal Equity

2) Vertical Equity

3) Equal Opportunity

4) Adequacy of Funding

Horizontal equity means the "equal treatment of equals.” This 1is the
principle upon whtct many state funding programs are based. This
principle assumes that all children are equal with equal problems anu the
equal ability to learn. Since this can readily be shown not to be the
case this principle oy itself simply will not survive legal review. This
principle 1is valid when It is applied to subgroups of chl Hren *here it
can be demonstrated that they have like or similar characteristics.

Vertical equity |Is the "unequal treatment of unequals.” This principle
recognizes legitimate differences among pupils and allows for additional
funds for these differences. Such  legitimate differences include

identified special educational, needs, socio-economic Tfactors that affect
children, cultural or language barriers that impact children and their
learning behavior, and other agreed-upon categories that affect the

learning process. This principle can also be applied on a district basis
when it can be demonstrated that differences exist which Impact the cost
of education. Such differences |Include size, locations, geographic

considerations and population density.

Equal opportunity. Hhile this principle contains all of the generally
accepted concepts relating to discrimination on the basis of sex, age.
handicapping conditions, vrace, and religion, it also refers to something

difierent. This principle also relates to educational discrimination
based on local wealth, fiscal capacity, or resources. In effect, this
principle states that education should not be a function of a district"s
wealth.

Adequacy. This principle means that the educational finance system must
provide sufficient funds to ensure that an acceptable minimum educational
program can be offered to every child. This issue was addressed recently
In the Texas case wnere the court stated as part of its decision that
sufficient funds were not made avallaole to financially support minimum
state-mandated programs.

If properly ta*en into consideration, the above four principles can help
establish an education finance system that has a good chance of

withstanding legal challenges.
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The courts seem to respond more favorably to systems that are based on a
per pupil or per unit oasis rather than on a program basis. When the
amount of money available changes on a per pupil basis, it impacts all
pupils the same whether it Increases or decreases the available funds.
The courts also seem to be favorably impressed with funding formulas that
are based on sound research, logic, and good Judgement.

There are several statistical tests available which can be used to argue
equity or Ineaulty. Such  tests usually relate to dispersion or
correlation. In California it was successfully argued that since 931 of
all students fall within the 100-dollar range (adjusted dollars), the
test of equity was satisfied. A two-tailed test of dispersion was used
for this purpose. Statistics books are full of tests that can be used in
equity arguments. Caution should be observed In the use of these tests
since statistics are often misused, misunderstood, and misapplied.
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ALASKA'S FOUNDATION PUNDTNG PROGRAM

Alaska®s current method of financing public education was enacted into

law In 1987. This act, contained In AS_.14.17, was the result of
considerable study over a relatively long period of time. An examination
of this “vocess clearly indicates that the four principles described
above were taken into account. The current system (attached) Is

responsive to both vertical and horizontal -equity, adequacy, and equal
oppo. tunity. The fact that the above described principles are addressed
by this funding method does not guarantee that the formula Is perfect,
acceptable to all districts, or that it will withstand 1legal challenge.
There have been several claims that the existing law does not meet the
current educational needs of the state. While no real Imperical
evidence has been submitted to substantiate these claims, sufficient
subjective evidence presented warrants an Investigation into these
allegations. A review of these* claims suggests that the study give
serious consideration to the questions mentioned 1in the next section of

this proposal.



D

2)

Study Goals

To maintain an education finance system which will meet all
federal program eligibility vrequirements, provide a minimum
level of funding to ensure that all students have  the

opportunity to benefit from a bas® educational program, and
wlthst.nd challenges relating to the legality of the system.

To develop a statewide education delivery system which will be
operationally cost efficient and programati”.al 1y effective.
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)

2)

3

4)

5)

6)

)

8)

RECOMMENDED PROCEDURE FOR THE STUDY

Select a group of |Individuals vrepresenting interested parties.
This group should be appointed by the State Board of Education.

Contract with a consultant, who will conduct the study under the
direction of the Director of the DOE Educational Finance and
Support Services Division (EF&SS). This Individual or firm must
have extensive knowledge of school finance, school finance In
Alaska and a thorough understanding of the Issues facing
education Ir Alaska today. This function might be provided
through the University of Alaska.

The contractor should conduct a technical review of existing
Information concerning the issues and questions identified In
this proposal.

The committee will meet five times during the course of this
study. These meetings will be held on a regular basis and will
be conducted by the Department of Education. Concerned parties
will be Invited to submit evidence regarding the Issues being
Investigated at these meetings.

The department will provide the committee with detailed
information relating to the Issues under Investigation.

Computer simulation models will be used to generate Information
to support decisions relating to school size, district size
and/or regional service center size.

Upon completion of the review of all the evidence compiled as a
result of the study, the committee, the contractor, and
department representatives will meet to formulate
recommendations for change In the existing program.

The department will present any recommendations for changes to
the State Board of Education for their review and possible

action.
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2)

3)

4

5)

6)

7

8)

9

STUDY ISSUES

Maintain a cooperative relationship with school districts.
Without the coooeration and support of school districts any
study on educational 1issues wouid rail.

The regional service center concept must be considered as part

of this proposal. This concept has worked well 1in other states
and has contributed to improved services to school districts
with cost effectiveness. This Issue Is currently Dbeing

addressed In part by a study being proposed relating to a
statewide computer service network.

The consolidation of school districts for the purpose of

improving the delivery of educational service must be
investigated. Consolidation might prove to be a cost effective
method to provide better educational services to PUpIIS.
Consolidation of school districts has proved Itself to oe an
effective and efficient method of providing high quality
educational programs In other states.

Equity In education finance needs to be addressed. A
determination must be made relative to Alaska®s foundation
program and vtrtical and horizontal equity. It Is essential

that Alaska®s funding method be consistent with the state's
constitution.

Adequacy In education funding must be evaluated. The state”"s
foundation program must provide sufficient funds to meet the
minimum educational needs of all students. Critical to this
Issue Is the value of tne Instruction unit (currently $60,000)
and the area cost differentials. These two factors must be
studied to determine If they truly reflect the cost of education
In Alaska.

Several questions have been raised concerning the state
foundation program and small single/dual school districts.
Claims have been made that the present formula does not
adequately meet the needs of these districts. This study must
take these questions Into consideration.

Every child should have an equal opportunity to an education.
This opportunity must exist regardless of a district"s wealth.
The state funding formula must take this factor 1into account.
This study must address this principle especially as It relates
to local effort.

Alaska currently funds capital improvements for education by
three basic methods:

1) Grants to municipal 1ties.

2) Grants to the Department of Education.

3) The debt retirement program.
Questions relating to equity and adequacy of these methods need
to be addressed.

The operation of very small elementary and/or secondary schools
may not be cost effective. Moreover, such small scnools may not
fully meet the educational needs of tne pupils tney serve. This
study should investigate alternative methods of program gellvery

to children In these situation:.
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2)

3

4)

5)

6)

)

8)

STUDY QUESTIONS

Does the existing formula adequately meet the needs of small
single/dual site school districts?

Do the area differentials accurately reflect the actual cost of
education throughout the state?

Should the state consolidate school districts in the Interest of
program effectiveness and operating efficiency?

Should the state adopt the vregional education service center
corcept found in many other states to provide improved services
tr school districts?

Is the current $60,000/unit sufficient to adequately meet the
requirement for a basic educational opportunity for all Alaskan
students?

Are the current methods of funding capital projects equitable
and adequate?

Should Alaska establish municipal governments In the unorganized
area of the state?

Should the state establish minimum enrollment requirements for
the funding of elementary and secondary schools through the
foundation program?

While these questions need to be addressed. It should be recognized that
the existing formula may need very little modification In order to be
responsive to changes required to satisfy equity questions.
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2)

3)

4)

Assumptions Relating to this Proposal

Available state funds for all government programs will decline.

The eligibility requirements for PL-81-874 must continue to be
met as a condition of any changes in the foundation program as a
result of this study.

Eligibility requirements for all other federal programs must
continue to be met as a condition of any changes in the
foundation program as a result of this study.

The expertise needed to conduct this study can be found in
Alaska. Moreover, most of the data requirements to complete
this investigation are available from school district records or
Department of Education files. Given the above assumption it is
recommended that $260,000 be appropriated to the Alaska
Department of Education to conduct this study. The department
will oversee this project and provide the necessary support and
other resources to ensure project completion.
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Project Budget

Committee Meetings (est. 10 members meet 6 times)

20 total meeting days (10*$ 80 *20)

6 rnd-trip airfare (10 *$500* 6)

In-State Consultant Assistance

Communication Costs

5 1-hr teleconf., 12 sites (12*$ 38 *5)
Telephone, fax expenses

Mai 1ing expenses

Consultation Time with DOE personnel
EFSS Director and staff
Adm Svcs Financial staff

Data Management staff

Printing, Binding Expenses

TOTAL

16,000

30,000

200,000

2,280
500

400

1,000
2,600

2,000

5.000

$259,780
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