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_ State Capitol
Alaska State Legislature Juneau, AK 99801
(907) 465-4949
1l mm/T:  Interim
Member Randy Phl”lpS P.0.Box 142
State Representative Eagle River AK 99577
House Finance Committee House District 15 (907) 694-4949
Memorandum
TO: Representative Pat Carney, CoChair

Representative Georgianna Lincoln, CoChair
House, Health Education and Social Services Committee

FROM: Representative Randy Phillips
DATE: March 17,1992

RE: Sponsor Statement for House Joint Resolution no. 47
Relating to revising the formula for providing state aid for
education.

House Concurrent Resolution 47 would set-up a task force to
recommend changes to the education foundation formula. This task
force would be comprised of members of the Legislature,
representatives of school districts, the state board of education and
the public. The education foundation formula was last revised by the
Legislature in 1986. Since education represents over 1/3 of all state
operating expenditures, it is important that the formula used to
distribute funding provide for adequate and equitable funding for all
school districts in the state. With concerns about the quality of
education and the availability of future revenues, now is the time for
the Legislature to address this important issue.

The current formula for providing state aid to local education, the
education foundation formula, is in need of fundamental revision.
According to Jerry Covey, the Commissioner of the Alaska Department
of Education in a December 30, 1991 letter; "We spend over 1/3 of



the state budget, $700 million annually, one education, but we are
unable to tell anyone in specific terms what we are trying to
accomplish...our funding distribution scheme is out of date."”

Education is the single largesc portion of the state's budget,
representing 34.3% of the total operating budget requested by
Governor Hickel for FY93. For FY92 (the current year) the State of
Alaska is spending in the operating budget a total of $1.2 billion on
education. This includes all operating expenditures from
kindergarten through the University of Alaska. In addition, local
governments are contributing approximately $200 million in local
revenues to school districts. Capital expenditures for new
construction are in addition to this total.

By far the the largest single portion of these expenditures is the
school foundation program that provides the basic state support for K-
12 education. For FY92 the state general fund contribution to the
foundation program is $541 million, for FY93 the Governor proposed
spending $552 million. To fully fund this program at $63,000 per
instructional unit for FY 93, as proposed, will cost $610 million. This
represents a 13% increase is this program in one year.

The actual funding that a school district receives under the foundation
formula is based on a complex formula that takes into consideration all
of the following; ADM (Average Daily Membership or school district
enrollment), Instructional Units (see below), Area Cost Differential (a
factor assigned to take into account the differing costs in different
areas of the state), Instructional Unit Value (a number assigned by the
Legislature), Basic Need (see definition), Required Local Effort (35%
of Basic Need limited to 4 mils of assessed valuation), and PL-874
revenues (federal funds provided to local governments in lieu of
property taxes).

Basic need is calculated as follows:

Basic need = (Instructional Units) X (Area Cost Differential) X (Instructional Unit Value)

State Foundation Aid is calculated as:



State Foundation Aid = (Basic Need) - (Local Effort) - (90% Eligible PL-874)

What is an instructional unit? That is, what does the public get for
$60,000 or $63,000? An instructional unit was intended to represent
a classroom unit. Of course, not all classrooms are the same, some
are strictly traditional students, some have large numbers of "special
education” students or vocational students. Each type of student is
assigned a different value when calculating the number of instructional
units a school district is to receive.

What about student teacher ratios? Many schools in Alaska have
classrooms where one teacher may teach 25-30 students. Overall,
however, the statewide ratio of "certificated" staff (teachers and
administrators) to students has gone down from one per 19.2 students
in 1980 to one per 14.2 students in 1990.

What about equity between school districts? Anchorage School
District provides education to approximately 40% of the K-12 students
in Alaska. To educate this 40% of the state's student population,
Anchorage School District receives approximately 30% of the state's
basic support for education. In some parts of Alaska local residents
pay no taxes to support education. In those areas where local
governments contribute to school districts the tax burden varies
tremendously. Local taxes actually budgeted for schools range from
less than 2 mils on assessed valuation to nearly 22 mils. If this
revenue is raised from property taxes, the owner of a $100,000 home
in one school district would pay less than $200 per year to support
schools while in another district that same home would be taxed at
$2,200 for school support. An Anchorage area taxpayer pays $700
toward school support per year on a home with $100,000 in value.

The Legislature needs to take the lead in reforming the system for
providing funding for the operation of public schools.



A Review

The Alaska School Foundation Funding

Program

January 1989

Alaska 3 Public School Foundation

Program,AS 14.17 enables the state to meet fiscal
equalization criteria outlined in the federal PL-874
law, commonly known asthe"disparitytest."Alaska
must meet the guidelines inorder toutilizeapproxi—
mately $70 million in PL-874 funds within the state
foundation plan as general revenues.

PL81-874 pisparity Test -The federal
PL-874 disparity testmeasures the disparity in local
school districtexpenditures. The test takes intocon—
sideration designated stateand local revenues. Under
guidelines of thedisparity test, the range of revenues
may not vary more than 25 percent between the
school district that raises the lowest amount of reve—
nues per instructional unit and the school district
that raises the greatestamount. Since federal regula—
tions allow states to eliminate five percent of the

A ll

students at the top of the scaleand five percent atthe
bottom, Alaska eliminates both of itsoil rich school
districts, Valdez and North Slope Borough, which
contribute considerably more than 25 percent be—
yond the lowest amount. Since REAAs are not au—
thorized to raise local taxes, five percent of the
students at the bottom of the scale can be from any
REAA. The disparity test uses $6J,000 per instruc—
tional unit as the base.

The Foundation Progranm isbased on the
"instructional unit” method of funding.

THE DEFINITIONS printed on page 2, when
used with thetwo mathematical formulasbelowand
the numerical data on page 4, provide for under —
standing the foundation law.

Naska
Department of
Education

T he formula used to calculate basic need:

Basic Need = (Instructional Units)x (Area Cost D ifferential)x ($60,000)

The formula used to calculate state foundation aid:

State Foundation A id = (Basic Need) - (Local Effort)-(90% E ligible PL-874)



Terms and Concepts:

ADM (Average Daily M embership)-The aver—
age of the number of students enrolled in a school
district or specific school program (vocational edu—
cation, bilingual education, special education) overa
specified fall or spring reported period. The more
students a district has in Average Daily Member —
ship, themore funding itreceives through the foun—
dation program.

INSTRUCTIONAL Unit - A number represented by a
group of students identified by grade levels and
whether the students are enrolled in vocational,
special or bilingual education programs. (See page4,
column A.)

Area Cost Differential -A factormultiplied by
a school district’s instructional units to adjust for
costs - primarily personnel costs - in various school
districts. Factorsvary between 1.0and 1.46, depend —
ingusually on remoteness of the district. (§ee page4,
collmn B

lhstructional Unit Value - The amount under
the new foundation formula is$60,000 per instruc—
tional unit. That amount was established by the
regulationwhen the law was passed.

BASIC Need -An amount ofmoney determined by
multiplying the area cost differential by thenumber
of a school district™s allowable instructional units
times the instructional unitvalue, setannually by the
legislature. The foundation programsets the instruc—

tional unit value at $60,000. (56e page4, column D.)

Required Local Effort -Under the law, cityand
borough school districts are required to contribute
the lesser amount of:
(@ the equivalent of funds generated by a four

mill tax levy based on the full and truevalue

of the taxable real and personal property in

the school district; or

(2 35 percentofaschool district*shasicneed for

the preceding school year.
School districts are not allowed to contribute more
than the equivalent of 2.0 mills or $12,600 per ad—
justed unit in addition to required local effort in
order tohold disparities infunding per instructional
unit among school districts to no more than 25
percent. The amount of local effort, either in the 4
mill equivalent or 35 percent basic need, issub—
tracted from a school district’s basic need. Since
Regional Education Attendance Areas do not have
authority to collect taxes, there isno deduction for
the local contribution portion of basic need in these

districts. (See page4, column E.)

PL-874- Federal LawPL-874, impactaid toeduca—
tion, provides federal funds to school districts for
childrenofparents livingand/orworking on federal
property as an "in lieu of local tax: revenue. Under
the foundation program 90 percent of each school
district"s eligible PL-874 receipts issubtracted from
the district’s basic need. (5¢€ page4, column F.)

State Foundation Aid - The amount of state
money school districts are entitled to receive under
the Public School Foundation Program, after local
and federal shares are deducted. (See page4, column



Other lIssues:

Declining Enrollment -The law contains
language that protects districts from losing more
than 10 percent of the prioryear™s K-12 instructional
units.

CentralizedCorrespondence Study -The
law provides a formula for computing funds for the
state Centralized Correspondence Study program.
Instructional units are computed under the same
formulaused by elementary schoolswithmore than
200 students and multiplied by 0.65.

G athering/R eporting Student Data -The
statute requires districts to report to the Department
of Education by October 15 of each school Year an
estimate of itsstudent population for the next school
year. The Department of Education will use the
estimates to determine the amount of state founda—
tionaid toseek from the Legislature for the fol lowing
school year.

Fund Balance Linitation-Thelaw prohib—
its districts from accumulating an unreserved fund
balanceofmore than 10 percentoftheiroperatingex—
penditures for the year. The Department of Educa—
tion must deduct the amount exceeding 10 percent
fromaschool district’ssucceeding year"sfoundation
entitlement.

Full and True Value -The Department of
Community and Regional Affairswill determine the
full value of the taxable real and personal property in
each cityand borough school district for the purpose
of calculating a school district*srequired locr*effort.

Distribution Procedures -TheDepartment
of Education will make payment of foundation aid
through monthly payments to school districts. The
payments for the firstnine months ofeach fiscal year

will be based on actual student counts for the prior

school year. Payments for the last threemonths will
be adjusted by actual year student counts. Any over—
payments or underpayments made during the first
nine months will be adjusted in the final three pay —
ments of the fiscal year . The first counting period
will be during a 20-day period ending on the fourth
Friday in each October. A subsequent reporting
period, a 20-day period ending the second Friday of
each February, may be used to calculate foundation
funding, iftheFebruary counting periodyieldsmore
instructional units.

Factors Affecting FY%

PL-874 CHANGES - Federal law now allows
local school districts to receive 125% of theirnormal
impact aid money for students who qualify under
the Indian and Native impact aid formula. Under
thisnew program, the 25% above the normal 100%
share cannot be taken into consideration in state
funding formulas. The prohibitionwas adopted so
that the local school districts in equalized states,
such as Alaska, would receive the full 25% add-on
benefit. In Alaska the new add-on rule results ina
loss of funding from the foundation program of
$7,804,925 for FY 90.

Reduced Local Share -Asignificant reduc—
tion of the assessed value of property inmost mu —
nicipal school districts has reduced the value of the
required local share of basic need in the FY 90
foundation formula. Under the foundation formula,
the state must make up the difference between this
reduced local share and basic need. This increases
the projected full entitlement cost of the foundation
formula by $20,406,269 for FY 90.



1992 ANCHORAGE LEGIS ATIVE PROGRAM
. CONENSLGELEVENT - LEGISLATION

(Note: To be approved by the Municipality and Anchorage School Districtfor Inclusion in
Section One to the Anchorage Legislative Program)

ACTIONREQUESTED ON KEY LEGISLATION

TABLE OF CONTENTS/SUMMARY OF ISSUES

TITLE PAGE

BILL OF MANDATES 6-2
SB 301 and HB 476, Municipal Fiscal Notes for Bills
SJR 37 and HJR 71, Mandated Municipal Services

HB 263, Human Services Matching Grants for Municipalities
Support with clarification concerning any additional municipal operating contributions
qualifying under the match requirement

HB 299, Municipal Liability/Hazardous Substances 6-3

HB 155, Barrier Free Remodeling Fund 6-7

SB 231, Conveyance of Land: Chugach State Park 6-8

(Bird Creek land exchange)

HB 234 and SB 223, Assignment of Dividends to Governmental Agencies - 6-9

SB 254 and HB 291, Priority of Criminal Fines and Elimination of 6-10

exemptions as Applicable to Permanent Fund Dividends
State Aid for Education

Recognizing the Mayor 3 concern with growth in the school budget, the Assembly
and School District will work to increase local education funding to an amount
acceptable to the Governor and Legislature.

HCR 47, Revising the Formula for Providing State Aid for Education
HB 471, State Funding of Teacher’s Retirement System Contributions

School Debt Reimbursement
Urban communities are being treated unfairly under the current program. A more
equitable solution needs to be implemented.

“Position papers to be provided at a later date

6-1
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4600 DeBarr AvenlLe
P.O. Box 196614
Anchorage, Alaska 99519-6614
AREA CODE [907] 333-9561

March 12, 1992
Representative Phillips
Alaska State Legislature
P. 0. Box V (MS 3100)
Juneau AK 99811

Dear Representative Phillips:

On March 2, the Anchorage School Board set the FY 92-93 budget at $328,928,917. To balance
revenue with expenditures, the Board based the revenue on receiving increased funding from the
state in three areas:

*$10.9 million from the Foundation program using $63,000 a unit (the Foundation unit is currently $60,000)
«$5.1 million teacher retirement system rate increase reimbursement
* $1.9 million for state reimbursement of cash payments for construction

In addition, of the $10 million needed for employee salary increases next year, only $2.9 million
was budgeted. The additional amount needed for salary increases is about $7 million. These four
factors add up to a potential budget shortfall of $25 million.

While the Board approved the new budget in the hope that legislators would raise the Foundation
Formula, which has not been increased since 1987, by law the board must have a balanced budget.
At the request of the School Board, District administration has compiled a list of suggested
incremental budget cuts that total $25 million, thereby wiping out any deficit caused by
continuation of the present (1987) lewel of funding.

Attachment A is the press release and potential budget reductions list that was released to the press.
In the first phase, about $5.3 million in programs would be cut, the second phase reduction is $4.5
million, the third phase is $1.8 million, and the fourth phase is $13.4 million. Phases two and four
include increases in class size. Attachment B isamemorandum from Bob Christal, Acting Deputy
Superintendent for Instruction, outlining the impact of the cuts on class size.

This is not the first time this District has faced budget reductions. However, we have not recovered
from previous cuts. The slogan, Do more with less," does not even begin to apply; we are stretched
as far as we can go.

I have asked principals and supervisors to project and fully describe the impact of the budget cuts
on students, staffand programs. You may be asked to participate in those discussions. We have
made great strides this year in involving parents and community members in meaningful dialogue
and decision-making sessions. We count on you to help give us direction. We also count on you to
help us in gaining the financial support we need. Attachment C is information on State funding.

Please review the enclosed material. My staffand 1 would be happy to provide you with more
information and answer any questions you may have.

Superintendent

Enclosures



ANCHORAGE SCHOOL DISTRICT

P.0. Box 196614 4600 DcBarr Avenue
Anchorage, Alaska 99519-6614 907/333-9561

March 11,1992
Contact: Tom O'Rourke, 269-2111
Mel Greaves, 269-2301

District plans for revenue reductions

On March 2, the Anchorage School Board set the FY 92-93 budget at
$328,928,917. The school board based the revenue projections on receiving
increased funding from the state in three areas:

e $10.9 million from the Foundation program using $63,000 a unit

e $5.1 million TRS retirement rate increase reimbursement

e $1.9 million for state reimbursement of cash payments for construction

Of the $10 million needed for employee salary increases next year, only $2.9
million has been budgeted. The additional amount needed for salary increases
is about $7 million. If the state does not increase funding, the district will have
a budget shortfall that could be as much as $25 million.

At the request of the school board, district administration has compiled a
list of suggested incremental budget cuts that total $25 million, (see attached)
In the first phase about $5.3 million in programs would be cut, the second
phase is $4.5 million, the third phase is $1.8 million, and the fourth phase is
$13.4 million.

The number of positions that would be cut in the $25 million reduction is
393 which includes 244.6 teaching positions and 148.5 clerical, administrative,
custodial, and professional posidons. Class size would increase an average
of three to four students per class depending on grade level.

For example, the average class size in grades 1-6 would be 28.6.
There will be 175 classes that will have more than 30 students
per class.

-more-



Revenue reductions
March 11,1992
Add 1-1-1

The special education program would also have budget cuts which will
mean less support for students who need extra help and less support for
regular classroom teachers who have more mainstreamed special education
students in their classes. After the cuts, there will be three to four elementary
special education mainstreamed students in the average regular class of 28.6.
After the cuts, fewer teacher assistants will be staffed to support students in
mainstreamed settings.

The average class size will vary in secondary depending on the subject. In
English, the average class size would be, after cuts, 29.8; in math, 31; in science,
30.9; and in social studies, 31.8. Physical education classes would have nearly
40 students.

"There is no way we should let this happen to our kids,” Tom O'Rourke,
superintendent of the Anchorage School District, said. "The community and
its children will not be well served by a $25 million budget cut. | know this
community values education. | know this community wants the best for its
children. The cuts we will be forced to make if we don't get increased iupport
from the state are not good for kids. The people of this state had the foresight
to save money for a rainy day. It will pour on the children of Anchorage if we
are unable to convince legislators, who have the responsibility for education,
that it's time to increase funding for education.”

The school board has received a list of the suggested cuts but has not taken
action on them.

-30-



Anchorage School District

Anchorage, Alaska

Potential Budget Reductions

FY 1992-93
Program/Service Amount
PHASE |
39 relocatable classrooms would $2,680,000
not be purchased
Community Schools 670,700
Vocational Education 6,600
Maintenance equipment 150,000
Transportation $156,000
Maintenance projects 250,000
Rentals $290,600
Vocational Education $199,600

Impact

1,700 more students expected next
year; schools would be even more
severely overcrowded.

18 Community Schools would
close.

Eliminate District support of the
Career Awareness program
sponsored by Boy Scouts.

Use old equipment; repair costs
increase; service decreases as old
equipment is unreliable.

Do not replace 3 buses; increase
the number of buses in fleet that
are older than 10 years old; safety
compromised.

Upkeep of building and grounds
deteriorates further.

3 technician positions eliminated;
eliminates use of auditorium
equipment at East, West &
Chugiak for school and
community performances; no
community use of schools on
weekends.

Implementation of the vocational
education reform would be
slowed down and cause delay in
full implementation over a three-
year period.



General Administration/Support $500,000 The basic operation and
management of the district will
be impacted by the loss of jobs in
the administrative and support
ranks. Slower response time in
those areas impacted by
reductions.

Textbooks $250,000 A reduction in the number of
textbooks for algebra, sodal
studies, science, economics, and
spelling that will be replaced.
Textbooks in these subjects are
sue to 12 years old.

Districtwide $200.000 Delayed hiring.

TOTAL PHASE | $5,353,500

PHASE Il

Instructional Support $750,000 Discontinue grant funding for

technology; fewer students learn
how to use computers.

Resource Tutorial Program $481,475 38 tutor positions eliminated,;
students do not receive remedial
assistance they need to succeed.

Paideia Project $50,000 Reduce by half the funding to
train teachers in Socratic methods
of teaching.

Districtwide travel $90,000 Out-of-District travel reduced.

Transportation $156,000 Do not replace 3 buses; increase

the number of buses in fleet that
are older than 10 years old; safety
compromised.

Foreign Language Immersion $75,000 No expansion to additional
addition elementary schools of
the foreign language immersion
program



Rentals

Teacher Experts

Secondary Activities

Class size

TOTAL PHASE II

PHASE m
Maintenance equipment

Paideia

Gruening Middle School

Community Relations

Swimming pools

$102,400

$154,000

$500,000

$2,070,000

$4,428,875

$110,000

$50,000

$335,000

$48,500

$482,350

One administrative and 2 clerical
positions eliminated; no central
scheduling of facilities; severe
reduction in community use of
schools facilities.

2.5 teacher expert positions cut;
no assistance to teachers in
implementing curriculum or
new teaching practices.

Sports and after school activities
reduced.

Increase of average class size by
one in grades 4-12; 46 teacher
positions eliminated.

Use old equipment; repair costs
increase; service decreases as old
equipment is unreliable.

Remaining funding eliminated
for training teachers in Socratic
teaching methods.

Middle school organization
eliminated at Gruening; 8 teacher
positions eliminated.

No elementary/junior high
parent education workshops and
activities. Eliminate the 7 parent
resources.

Eliminate swimming course from
P.E. curriculum and delete
swimming competency as a
graduation requirement.



Elementary interns $212,000 Principal training program

eliminated.

Custodial services $575.000 - Part of the custodial services
contracted; 75 custodian positions
eliminated.

TOTAL PHASE HI $1,812,850

PHASE IV

Schools of Choice $1,121,600 No expansion of choice programs
for students.

Secondary Activities $1,360,000 Sports and after school activities
eliminated

Maintenance projects $1,750,000 Upkeep of building a,.d grounds
deteriorates further.

Textbooks $975,000 Eliminate replacement of
textbooks for algebra, social
studies, science, economics, and
spelling. Textbooks in these
subjects are six to 12 years old.

Supplies $325,000 Per pupil supply allocation
reduced.

Class size $7,875.000 Increase by three the average

class size in grades K-12; 175
teacher positions eliminated.
TOTAL PHASE IV $13,406,600



ATTACHVENT B

ANCHORAGE SCHOOL DISTRICT
ANCHORAGE, ALASKA

MEMORANDUM March 4,1992
TO: TOM O'ROURKE, SUPERINTENDENT
FROM: BOB CHRISTAL, DEPUTY SUPERINTENDENT (ACTING)

SUBJECT: Impacts of Budget Reductions on Class Size

If the Anchorage School District Budget is reduced by 25 million dollars the
class sizes will be seriously increased to 4 more students per class than is
currently in place. The following charts show this information. The
information is based on estimates and actual changes may vary dependent on
actual enrollment next fall.



Elementary Schools

Students per Class: 18-20 21-23 24-26 27-30 31-32 33+
Number of Classes: 93 222 394 302 22 9
9% 21% 38% 29% 2% 1%
As a result of 18-20 21-23 24-26 27-30 31-32 33+
Budget Cuts: 10 125 245 365 115 60
1% 13% 26% 40% 13% 7%

Additional Information: Impacts of Budget Cuts
Elementary Regular Education

Current average class size Grades 1-6 24.6
Average class sizes Grades 1-6 After Cuts 28.6
175 classes will exceed 30 students per class.

Close to 60% of the classes will have over 27 students. The number of
combination/split grade level classes will exceed 200.

Special Education
Elementary Special Education

Currently 2 - 3“Special Education students mainstreamed in the average
regular class of 24.-6

Currently 12 -13 average Special Education class size in self-contained classes

After cuts these will still be 3 to 4 Special Education Mainstreamed in the
average regular class of 28.6

After cuts the average class size in Special Education Self-Contained classes
would be 13 - 14 students per class.



Secondary Education
Average Class Sizes

Current After Cuts
1991-92 1992-93
25.8 English 29.8
27.0 M ath 31.0
26.9 Science 30.9
27.8 Social Studies 31.8
26.5 Foreign Language 30.5
29.8 Music/Art 33.8
34.4 P. E. 38.4
22.9 Vocational Ed 26.9

All classes will increse by 4 students per class minimum.
Secondary Special Education
Currently Secondary Special Education classes average 14 - 15 students.

After cuts, Secondary Special Education classes would average 17 - 18
students.

OTHER ISSUES — SPECIAL EDUCATION

Currently, all Anchorage schools are supported by teacher assistants in Special
Education.

After cuts, fewer teacher assistants will be staffed to support students in
mainstreamed settings.

Currently, Anchorage School District is able to meet the mandate of 45 school
days between referral and placement of new special education students.

After cuts, fewer personnel will be employed to provide assessment of up to
3,500 referrals per year, jeopardizing the District's compliance with State

mandates.

Currently, Speech/Language specialist provide services to an average of 40
students per caseload.

After cuts, each Speech/Language specialists will serve 43-46 students.



ANCHORAGE SCHOOL DISTRICT
ANCHORAGE, ALASKA ATTACHVENT C

ESSENTIAL STATE FUNDING CONSIDERATIONS
MARCH 1992

CURRENT FUNDING NEEDS

Fiscal Gap 1992-93 - The Anchorage School District is projected to have an operating
revenue shortfall, or funding gap, of approximately $25 million for next year unless
adequate State funding is provided now. To help provide these essential operating
funds the following is requested:

Foundation Program funding approved and appropriated at the $63,000
instructional unit level. This would provide $10,910,000 for Anchorage schools.

Supplemental Teachers' Retirement System contribution to pay for the mandated
rate increase. This would provide $5,100,000 for Anchorage schools.

Increased Municipal funding which could be passed through to the School District
as a block grant.

Full funding of debt service and school construction reimbursements under the Aid
for School Construction Program. Reinstatement of a State reimbursement
program is also needed.

FOUNDATION PROGRAM

Adequate Foundation Program funding each year is essential to providing an
acceptable instructional program for the youth of Anchorage. Please consider the
following:

Education funding is a high priority State responsibility. The Foundation Program
funding formula should be reviewed and revised to guarantee adequate and
equitable funding.

Funding on a per student basis needs to be much more equitable across the State.
Anchorage receives less than $4,000 per student, yet a number of other districts
receive $6,000 to $10,000 per student or even more.

Funding levels need to be inflation adjusted each year. A CPIl-based adjustment
should be included in a revised Foundation formula. State-mandated cost
increases should also be funded by the State.

Special education students require much more costly educational services. A
higher instructional unit value to provide for these students is needed.

Timely legislative funding approval is needed each year. State funding level
uncertainties delay and disrupt essentia! school district budgeting, planning and
classroom staffing activities and make them much less effective. *

Foundation Program funding must be based on stable revenue sources. Over the
next 10 years, Anchorage student enrollment will range from 46,000 to 56,000
students. State funding for these students cannot remain dependent on oil
revenues. Dependable alternative revenue sources are essential.



Anchorage

Adak

Bering Strait
Copper River
Delta/Greely
Fairbanks
Juneau

Kenai

Ketchikan
Kodiak

Lower Kuskokwim
Lower Yukon
Mat-Su

Nome

North Slope
Northwest Arctic
Petersburg

Sitka

Southwest
Valdez

Wrangell
Yukon/Koyukuk

Other Larger Districts

Other Districts
(Under 500 ADM)

TOTALFOR DISTRICTS

Correspondence Study

Mt. Edgecumbe

FOUNDATION FUNDING PER STUDENT

FY 1992-93

Foundation $ (A) Students (ADM) $ Per Student
$ 176,971,662 44,800 $ 3,950
2,343,590 718 3,264
13,162,733 1,482 8,882
5,252,592 588 8,933
4,714,966 870 5,420
62,247,271 15,140 4111
20,492,222 5,375 3,813
40,543,658 9,739 4,163
9,786,999 2,734 3,580
12,169,553 2,498 4,872
28,342,526 2,901 9,770
10,641,779 1,420 7,494
49,104,183 10,962 4,479
5,004,802 773 6,475
8,740,719 1,510 5,789
12,012,703 1,605 7,485
3,082,048 722 4,269
6,882,972 1,850 3,721
5,366,976 511 10,503
3,202,342 865 3,702
2,446,344 527 4,642
5,801,252 540 10,743
311,342,230 63,330 4,916
76,068,240 9,035 8,419
564,382,132 117,165 $ 4,817

5,469,360

1,709,384

$ 574,938,068

(A) Amounts based on $60,000 Unit Value.

B5.25 3/10/92
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ANCHORAGE SCHOOL DISTRICT
Foundation Program Revenue

Fiscal Year 1992-93

Number of Foundation Units 3,636.31

Value Per Unit 60,000

Basic Need 218,178,600

Less: Required Local Effort:
4 Mills x $10.27 Billion of
Anchorage Assessed Value (41,066,140)
90% of Eligible PL 81-874 Impact Aid (140,798)
Foundation Revenue at $60,000 per Unit 176,971,662

Instructional Unit Value Increase
to $63,000 per Unit
3,636.31 Units X $3,000 10,908,930

Foundation Revenue at $63,000 per Unit $ 187,880,592



ANCHORAGE SCHOOL DISTRICT
Foundation Program Units

Fiscal Year 1992-93

Regular Education Units:

Elementary K -6
Secondary [-12
Elementafy K -8 (Girdwood)

Add-on Units:

Bilingual Education .
Average, ratio varies according
{0 language category)

Special Education:
Gifted
Re?ource .
Selr-contained
Intensive

Vocagional Education |
Average, ratio varies according
to course content)

TOTAL UNITS

Student/
Unit Factor

HH
©Oo~
[ Y EEE

335:1

iy

189%
140

2,829

1573
1173

1,297

Units

BRIt
wWwho

H
TR
NOWERW

3,636.3
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(-£Y93 PROJECTED FOUNDATION INCREASED BENTITLEVENTS IFUNT VALUE IS ADJUSTED.
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This spreadsheet reflects the increased FY93 foundation entitlements if the unit value of $60,000 is increased by increments ol $1.000.

UNIT VALUE INCREASES BY > |

ADAK

ALASKA GATEWAY
ALEUTIAN REGION
ALEUTIANS EAST
ANCHORAGE
ANNETTE ISLANDS
BERING STRAIT
BRISTOL BAY
CHATHAM
CHUGACH
COPPER RIVER
CORDOVA

CRAIG
DELTA/GREELY
DILLINGHAM
FAIRBANKS
GALENA

HAINES

HOONAH
HYDABURG
IDITAROD

JUNEAU

KAKE
KASHUNAMIUT
KENAI

KETCHIKAN
KLAWOCK
KODIAK

KUSPUK

LAKE AND PENINSULA
LOWER KUSKOKWIM
LOWER YUKON
MAT-SU

NENANA

NOME

NORTH SLOPE
NORTHWEST ARCTIC
PELICAN
PETERSBURG
PRIBILOF
RAILBELT

SITKA

SKAGWAY
SOUTHEAST
SOUTHWEST

ST. MARY'’S
TANANA
UNALASKA
VALDEZ
WRANGELL
YAKUTAT

YUKON FLATS
YUKON/KOYUKUK
YUPIIT

SUB -TOTALS
STATE CORR. STUDY

MT. EDGECUMBE SCHOOL

VALDEZ CONTRACT

4 MILL PHASE-IN (SUBSIDY)

PL81-B74 PASS THRU
EST. PRIOR YEAR ADJ.
FY93 EST. INCREASES

$1,000 )

$75,810
80.070
12.250
70.360
3,636,310
43.990
287.310
47.360
60.500
31,260
89,550
49.850
38,420
93.740
73.900
1,250,000
27.010
45.450
28,370
18,040
88.630
440,420
22,730
33,990
911,610
224,280
26,020
255,790
92,610
105,570
564,000
244.200
940,260
26,390
92,010
233.480
277,360
10.290
63,550
31,490
52,840
149.640
18.330
94,410
111,480
21.530
20.290
41.340
77,890
49,770
19.840
85,690
116.300
77,250

11,682,430
91,160
26.120

0
0
0
0

S$11,799,710

$2000 . j

$151,620
161,740
24,500
140,720
7.272.620
87.980
574,620
94,720
121,000
62,520
179,100
99,700
76.840
187,480
147,800
2,500,000
54,020
90,900
56,740
36,080
177,260
880,840
45,460
67,980
1,823,220
448,560
52,040
511,580
185,220
211,140
1,128.000
488,400
1,880,520
52,780
185,620
466,960
554,720
20,580
127,100
62.98C
105.680
299,280
36.660
188.820
222.960
43.060
40.580
82.680
155,780
99.540
39,680
171,380
232.600
154,500

23,364,860
182,320
52.240

0

0

0

0

$23.599.420

PAGE 2

S3,000

$227,430 I
242,610
36,750
211,080
10,908,930
131,970
861,930
142.080
181,500
93,780
268,650
149.550
115.260
281.220
221,700
3.750,000
81,030
136,350
85,110
54,120
265,890
1,321.260
68,190
101,970
2,734,830
672,840
78,060
767,370
277.830
316,710
1,692,000
732,600
2.820,780
79,170
278,430
700,440
832,080
30,870
190,650
94,470
156,520
448,920
54,990
283.230
33-1.440
64.590
60.870
124.020
233,670
149,310
59.520
257,070
348.900
231.750

35.047.290

273,480
78.360
0

0
0
0

$35.399.130

(

$4,000  j

$303,240 I
323,480
49,000
281,440
14.545.240
175.960
1,149.24Q
189,440
242,000
125,040
358.200
199,400
153,680
374,960
295,600
5,000,000
108,040
181,800
113,480
72,160
354,520
1,761,680
90,920
135,960
3,646,440
897,120
104,080
1,023,160
370.440
422,280
2,256,000
976,800
3,761,040
105,560
371.240
933.920
1.109,440
41,160
254,200
125,960
211,360
598,560
73,320
377,640
445.920
86,120
81,160
165,360
311,560
199.080
79.360
342,760
465,200
309.000

46,729.720
364,640

104,480
0
0
0
0

S$47,198.840

$5,000 |

I

$379,050
404,350
61,250
351,800
18,181,550
219,950
1.436.550
236,800
302,500
156,300
447,750
249,250
192,100
468,700
369,500
6,250,000
135,050
227,250
141,850
90,200
443,150
2.202,100
113,650
169,950
4,558,050
1,121,400
130,100
1,278.950
463,050
527,850
2,820,000
1,221,000
4,701,300
131,950
464,050
1,167,400
1,386.800
51,450
317,750
157,450
264,200
748.200
91,650
472.050
557.400
107,650
101,450
206,700
389,450
248,850
99.200
425,450
581,500
386,250

58,412,150
455,800
130,600

0
0
0
0

$58,998,550

$6,000

$454,860
485.220
73,500
422,160
21,817,860
263.940
1,723.860
284,160
363,000
187,560
537.300
299,100
230,520
562,440
443,400
7.500,000
162,060
272.700
170.220
108.240
531.780
2.642,520
136,380
203,940
5,469.660
1,345,630
156,120
1,534,740
555,660
633.420
3.384,000
1.465,200
5.641.560
158,340
556.860
1,400.880
1.654.160
61,740
381,300
188.940
317.040
897.840
109.980
566,460
668.880
129,180
121.740
248,040
467.340
298.620
119.040
514,140
697.800
463,500

70,094.580
546.960
156.720

0
0
0
0

$70,798 260



£Y93 PRPJECTED FOUNDATION ENTITLEMENTS IF UNIT VALUE IS ADJUSTED.
F
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,Thi3 spreadsheet reflects the total FY93 foundation entitlements if the unit value of $60,000 is increased by increments of $1,000.

ADJUSTED UNIT VALUE > $61,000
ADAK $2,419,400
ALASKA GATEWAY 4,433,780
ALEUTIAN REGION 648,764
ALEUTIANS EAST 3,955,164
ANCHORAGE 180.607,972
ANNETTE ISLANDS 1.236,243
BERING STRAIT 13.450,043
BRISTOL BAY 1.933,845
CHATHAM 2,775.584
CHUGACH 1,778,170
COPPER RIVER 5,342.142
CORDOVA 2.433.643
CRAIG 2,108,433
DELTA/GREELY 4,808,706
DILLINGHAM 3,742,935
FAIRBANKS 63,497,271
GALENA 1,372,789
HAINES 2,281,817
HOONAH 1,568,058
HYDABURG 1,072,473
IDITAROD 4,747.186
JUNEAU 20,932.642
KAKE 1,158,968
KASHUNAMIUT 1.655,659
KENAI 41,455,268
KETCHIKAN 10,011,279
KLAWOCK 1,436.369
KODIAK 12,425.343
KUSPUK 5,200,608
LAKE AND PENINSULA 5,674,274
LOWER KUSKOKWIM 28.906,526
LOWER YUKON 10.885,979
MAT-SU 50.044.443
NENANA 1,545,127
NOME 5,097,612
NORTH SLOPE 8,974.199
NORTHWEST ARCTIC 12,290,063
PELICAN 573.086
PETERSBURG 3,145.598
PRIBILOF 1.494.203
RAILBELT 3.203.352
SITKA 7.032.612
SKAGWAY 865.969
SOUTHEAST 5.031.050
SOUTHWEST 5.478,456
ST. MARY'S 1,261,585
TANANA 1.089,508
UNALASKA 1.720.590
VALDEZ 3,280.232
WRANGELL 2496,114
YAKUTAT 1,118.322
YUKON FLATS 4.696.090
YUKON/KOYUKUK 5.917,552
YUPIIT 3,751.466
SUB-TOTALS 576.064,562
STATE CORR. STUDY 5.560.760
MT. EDGECUMBE SCHOOL 1,593,320
VALDEZ CONTRACT 600.000
4 MILL PHASE-IN (SUBSIDY)

PL81-874 PASS THRU 1.277,192
EST. PRIOR YEAR ADJ. 1,500,000
-Y93 EST. INCREASES $586,595,834

$62,000

$2,495,210
4.514,650
661,014
4.025.524
184.244.202
1,280,233
13,737,353
1,981,205
2.836.084
1,809,430
5,431,692
2,483,493
2,146,853
4,902,446
3,816,835
64,747,271
1,399,799
2,327.267
1,596,428
1,090,513
4.835,816
21,373,062
1,181,698
1,689,649
42,366,878
10,235.559
1,462.389
12,681,133
5,293,218
5,779,844
29,470.526
11,130,179
50.984,703
1571517
5,190.422
9.207,679
12.567,423
£83,376
3,209,148
1.525.693
3.256,192
7,182.252
884.299
5,125,460
5,589.936
1,283,115
1,109.798
1.761.930
3.358,122
2.545,884
1,138,162
4,781,780
6.033,852
3.828.716

587.746,992
5.651 920
1.619.440

600,000

1.277,192
1.500.000
$598,395,544

. $63,000

$2,571,020
4,595,520
673,264
4,095.884
107,880,592
1,324,223
14,024,663
2.028.565
2,896,504
1,840,690
5,521,242
2,533,343
2,185.273
4,996,186
3,890,735
65.997,271
1,426,809
2,372,717
1,624,798
1,108,553
4,924,446
21,813,482
1,204,428
1,723,639
43,278,488
10,459,839
1,488,409
12,936,923
5,385,828
5,885,414
30,034.526
11,374.379
51,924,963
1,597,907
5,283,232
9,441,159
12,844,783
593,666
3.272.698
1,557,183
3,309,032
7,331.892
902.529
5.219,870
5,701.416
1,304.645
1,130.088
1,803.270
3,436.012
2,595.654
1,158.002
4,867,470
6,150,152
3,905,966

599,429,422
5,743,080
1.645,560

600,000

1,277,192
1,500.000
$610,195,254

PAGE 1

$64,000

$2,646,830
4,676,390
685,514
4,163,244
191,516,902
1.363,213
14,311,973
2,075,925
2,957,084
1,871,950
5,610,792
2,583,193
2,223,693
5,08!),926
3.964.635
67,247.271
1.4531.819
2,418,167
1,6531,168
1,126,593
5,013,076
22.253.902
1,227,158
1,757.629
44,190,098
10,684,119
1,514,429
13,192.713
5,478,438
5,990,984
30.598,526
11.618,579
52,865,223
1,624,297
5,376,042
9,674.639
13.122.143
603,956
3,336.248
1,588.673
3,361,872
7,481,532
92C.959
5.314,280
5.812.896
1,326,175
1,150.378
1.844,610
3,513,902
2,645,424
1,177,842
4,953.160
6,266,452
3,983,216

611,111.852
5.834,240
1,671,680

600.000

1,277,192
1.500,000
$621,994,964

$65,000

$2,722,640
4,757,260
697,764
4,236,604
195,153,212
1,412,203
14,599,283
2.123.285
3,017.584
1,903.210
5.700.342
2.633,043
2,262,113
5,183,666
4,038,535
68.497,271
1,480.829
2,463,617
1,681,538
1,144,633
5,101,706
22.694,322
1,249,888
1,791,619
45,101,708
10.908,399
1,540,449
13,448.503
5571,048
6,096,554
31,162,526
11,862,779
53,805,483
1,650,687
5,468,852
9,908,119
13.399,503
614,246
3.399,798
1.620,163
3.414,712
7,631.172
939,289
5,408,690
5.924,376
1.347,705
1,170,668
1,885,950
3.591,792
2.695,194
1.197,682
5.038,850
6.382,752
4.060,466

622,794,282
5.925,400
1,697,800

600,000

1,277,192
1.500.000
$633.794.374

$66,000

$2,798,450
4,838,130
710.014
4.306,964
198,789.522
1,456,193
14,886.593
2.170.645
3.078.084
1.934,470
5,709,892
2.682.893
2.300,533
5.277,406
4.112,435
69.747.271
1,507.839
2.509,067
1,709,908
1,162,673
5.190,336
23.134,742
1,272,618
1,825.609
46,013,318
11,132,679
1.566,469
13.704,293
5.663.658
6.202.124
31.726.526
12,106,979
54.745,743
1,677,077
5,561,662
10,141.599
13,576,863
524.536
3.463,348
1.551.653
3.467.552
7 780 812
357,619
5.503.100
6.035,856
1.369.235
1.190.958
1.927,290
3.669.682
2,744.964
1.217.522
5,124.540
6.429.052
4.137,716

634,476.712
6.016.560
1.723.920

500.000

1.277.192
1.500.000
S645.594.384



Session
State Capitol

Alaska State Legislature Juneau, AK 99801
(907) 465-4949

il V  Interim
Randy Phillips S
State Representative Eagle River AK 99577
House Finance Committee House District 15 - (907) 694-4949
TO: Representative Pat Carney, CoChair

Representative Georgianna Lincoln, CoChair
House, Health Education and Social Services Committee

FROM: Representative Randy Phillips ~-C
DATE: March 17, 1992

RE: Sponsor Statement for House Joint Resolution no. 47
Relating to revising the formula for providing state aid for
education.

House Concurrent Resolution 47 would set-up a task force to
recommend changes to the education foundation formula. This task
force would be comprised of members of the Legislature,
representatives of school districts, the state board of education and
the public. The education foundation formula was last revised by the
Legislature in 1986. Since education represents over 1/3 of all state
operating expenditures, it is important that the formula used to
distribute funding provide for adequate and equitable funding for all
school districts in the state. With concerns about the quality of
education and the availability of future revenues, now is the time for
the Legislature to address this important issue.

The current fDrmula for providing state aid to local education, the
education foundation formula, is in need of fundamental revision.
According to Jerry Covey, the Commissioner of the Alaska Department
of Education in a December 30, 1991 letter; MVe spend over 1/3 of



the state budget, $700 miL'ion annually, one education, but we are
unable to tell anyone in specific terms what we are trying to
accomplish...our funding distribution scheme is out of date."

Education is the single largest portion of the state's budget,
representing 34.3% of the total operating budget requested by
Governor Hickel for FY93. For FY92 (the current year) the State of
Alaska is spending in the operating budget a total of $1.2 billion on
education. This includes all operating expenditures from
kindergarten through the Universiiy of Alaska. In addition, local
governments are contributing approximately $200 million in local
revenues to school districts. Capital expenditures for new
construction are in addition to this total.

By far the the largest single portion of these expenditures is the
school foundation program that provides the basic state support for K-
12 education. For FY92 the state general fund contribution to the
foundation program is $541 million, for FY93 the Governor proposed
spending $552 million. To fully fund this program at $63,000 per
instructional unit for FY 93, as proposed, will cost $610 million. This
represents a 13% increase is this program in one year.

The actual funding that a school district receives under the foundation
formula is based on a complex formula that takes into consideration all
of the following; ADM (Average Daily Membership or school district
enrollment), Instructional Units (see below), Area Cost Differential (a
factor assigned to take into account the differing costs in different
areas of the state), Instructional Unit VValue (a number assigned by the
Legislature), Basic Need (see definition), Required Local Effort (35%
of Basic Need limited to 4 mils of assessed valuation), and PL-874
revenues (federal funds provided to local governments in lieu of
property taxes).

Basic need is calculated as follows:

Basic need = (Instructional Units) X (Area Cost Differential) X (Instructional Unit Value)

State Foundation Ad is calculated as:



State Foundation Aid = (Basic Need) - (Local Effort) - (90% Eligible PL-874)

What is an instructional unit? That is, what does the public get for
$60,000 or $63,000? An instructional unit was intended to represent
a classroom unit. Of course, not all classrooms are the same, some
are strictly traditional students, some have large numbers of "special
education" students or vocational students. Each type of student is
assigned a different value when calculating the number of instructional
units a school district is to receive.

What about student teacher ratios? Many schools in Alaska have
classrooms where one teacher may teach 25-30 students. Overall,
however, the statewide ratio of "certificated" staff (teachers and
administrators) to students has gone down from one per 19.2 students
in 1980 to one per 14.2 students in 1990.

What about equity between school districts? Anchorage School
District provides education to approximately 40% of the K-12 students
in Alaska. To educate this 40% of the state's student population,
Anchorage School District receives approximately 30% of the state's
basic support for education. In some parts of Alaska local residents
pay no taxes to support education. In those areas where local
governments contribute to school districts the tax burden varies
tremendously. Local taxes actually budgeted for schools range from
less than 2 mils on assessed valuation to nearly 22 mils. Ifthis
revenue is raised from property taxes, the owner of a $100,000 home
in one school district would pay less than $200 per year to support
schools while in another district that same home would be taxed at
$2,200 for school support. An Anchorage area taxpajrer pays $700
toward school support per year on a home with $100,000 in value.

The Legislature needs to take the lead in reforming the system for
providing funding for the operation of public schools.



FISCAL NOTE

STATE OF ALASKA BILLNO:  HCR 47
1992 LEGISLATIVE SESSION

Revision Date; Department Affected: Legislative Affairs Agency
Title: Relatmg to revising the formula for BRU: Legislative Council
growdlng state aid for education.
ponsor.  Representative Randy Phillips Component: Council & Suncommittees
Requestor:  House HESS

COMPONENT SERIAL NO:

Expenditures/Revenues: (Thousands of DoIIarsg
OPERATING Y9
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 101.8 0 0 0 0

CAPITAL 0 0 0 0 0
REVENUE FUND SOURCE *0 0 0 0 0

FUNDING: éThousands of Dollars)

GENERAL FUND 101.8

FEDERAL FUNDS

OTHER FUND SOURCE

TOTAL 101.8 0 0 0 0

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY r~ 0

FY 94 FY 95 FY 9% FY 97 FY 98

| SIEBR®
O OUO1O 0o O
ODOOODOO
OO OCOoOO
OQDOODOO
ODODODOO

—o
coo
coo
coo
coco

Estimate of current year impact:
ANALYSIS: (Attach a separate page if necessary)

HCR 47 establishes a Foundation Formula Task Force. The following is requested
to adequately support the task force:

Prepared By: Pamela A. Stoops, Director ' m M v V' Phone: 465-3850

Approved By: Warren W. Endicott, Executive Director — /[J ft'rrfn '
Agency. Legislative Affairs Agency Date: 3/9/92

Distribution (by preparer): Leg. Finance, Legislative Sponsor, Requestor, OMB, Gov., & Impacted Agefnczy(ies).
Page 1o
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c C c C
CONTINUATION OF FISCAL NOTE:

PERSONAL SERVICES . .
Staff is requested as follows to assist the Foundation Formula Task Force:

Administrative Assistant - Range 19A
$3,819 x 6.25 months = $23,869
$23,869 X 27% benefits = $32,485

Funding is for 6.25 months. The task force is terminated January 9,1993.

TRAVEL | .
It is anticipated there will be 4 meetings of the seven member task force.

4 meetings x 7 members = 28 airfares
28 airfares x $250 = $7,000

2 days per diem x 28 = 56

56 x $100 = $5,600

STAFF TRAVEL

4 meetings x 1 staff = 4 airfares
4 airfares x $100 = $400

2 days perdiemx4 =8

8 x $100 = $800

CONTRACTUAL | o . .
Professional service funding to contract for expertise in examining the existing

school foundation formula_and recommending revisions to the formula for distributing
state aid for education - $50,000.

Postage - $1,000.
Advertising - advertising of public notice of meetings - $2,000.
Phones - $2,000.

SUPPLIES . .
Miscellaneous office supplies - $500.

EQUIPMENT . .
EquiEment for the task force will be absorbed within the existing Session Expenses

and Legislative Operating Budgets.

HCR47

32.5

12.6

1.2

50.0
1.0
2.0

2.0

Page 2



- HOUSE COMMITTEE REPORT

O]
Date Referred: January 29, 1992 FURTHER REFERRALS: Finance

Date of Committee Action:
The HEALTH, EDUCATION AND SOCIAL SERVICES Committee considered: HCR 47

HOUSE CONCURRENT RESOLUTION NO. 47 FOUNDATION FORMULA TASK FORCE

Relating to revising the formula for providing state aid for education.

RECOMMENDATIONS: | ] the same tite
be replaced with 1 Janew title

] have attached amendments(s)
] do pass

] do not pass

1 no recommendations
“Xindividual recommendations

] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(s): A APPROVES PREVIOUS: (Dept/Dan)
["'fiscal impact P\. [ ] fiscal note(s)
[<~Yzero Fiscal note P-0 - ~V5A? [ ] zero fiscal note(s)
SIGNING DO PASS OTHER RECOMMENDATIONS

CHAIRMAN'S SIGNATURE





