




Alaska State Legislature
State Capitol, Room 505  
Juneau, AK 99801-1182  
Phone: 465-3779  
Fax: 465-2833  
Toll Free (800) 469-3779

145 Main Street Loop 
Second Floor 

Kenai, Alaska 99611 
Phone: 907-283-7223  

Fax: 907-283-71S4

Representative Mike Chenault
District 34

Representative M ike Chenault@lL,ei.s.statc.ak.us

Sponsor Statement 
IIB 72

Title: "An A ct relating to tlie district cost factors for state funding o f public 
education; providing for an effective date by repealing the delayed effective dale of 
sec. 6, ch. 41, SLA 2006; and providing for an effective date."

As a long time advocate for education and support of our schools, I have introduced this 
bill to add a sense o f fairness to the distribution funds in Alaska. HB 72 also implements 
recommendations by the ISER Study and changes the district cost factors for funding for 
Alaska education to assist our school districts in meeting their needs.

1 would appreciate your support o f this bill.



, ’ f Department of Education and Early Development Prepared by School Finance
. Prepared 2/7/07 

ISER implementation with
FY08 Foundation ___________ QUARTER Implementation o f ISER

District
Adopted 
in 1998 1/4 ISER

Cost
Difference

Alaska Gateway 1.291 1.367 307,733
Aleutian Region 1.73G 1.787 39,01 ̂
Aleutians East Borough 1.423 1.565 417,488
Anchorage 1.000 1.000 -

Annette Island 1.011 1.093 244,223
Bering Strait 1.525 1.643 2,101,795
Bristol Bay Borough 1.262 1.316 98,369
Chatham 1.120 1.234 256,419
Chugach 1.294 1.345 49,373
Copper River 1.176 1.211 188,103
Cordova 1.096 1.131 123,838
Craig 1.010 1.059 154,704
Delta/Greely 1.106 1.140 245,733
Denali Borough 1.313 1.318 11,763
Dillingham 1.254 1.277 103,118
Fairbanks N. Star Borough 1.039 1.047 801,739
Galena 1.348 1.359 23,689
Haines Borough 1.008 1.056 139,216
Hoonah 1.055 1.141 129,828
Hydaburg 1.085 1.190 83,314
Iditarod Area 1.470 1.564 235,118
Juneau Borough 1.005 1.040 1,236,170
Kake 1.025 1.134 106,841
Kashunamiut 1.389 1.447 182,438
Kenai Peninsula Borough 1.004 1.046 2,883,677
Ketchikan Gateway Borough 1.000 1.043 754,415
Klawock 1.017 1.088 103,011
Kodiak Island Borough 1.093 1.142 988,872
Kuspuk 1.434 1.509 353,060
Lake & Peninsula Borough 1.558 1.667 545,050
Lower Kuskokwim 1.491 1.534 1,628,675
Lower Yukon 1.438 1.544 2,119,062
Mat-Su Borough 1.010 1.025 1,600,993
Nenana 1.270 1.287 35,938
Nome 1.319 1.352 204,671
North Slope Borough 1.504 1.576 1,046,500
Northwest Arctic Borough 1.549 1.618 1,272,755
Pelican 1.290 1.337 12,032
Petersburg 1.000 1.061 311,458
Pribilof 1.419 1.487 98,207
Saint Mary's 1.351 1.419 120,170
Sitka Borough 1.000 1.049 542,729
Skagway 1 143 1.151 7.448
Southeast Island 1.124 1.194 185,947
Southwest Region 1.423 1.489 476.629
Tanar.a 1 456 1.569 38,096
Unalaska 1 245 1 294 179,578
Valdez 1.095 1.114 116,338
Wrangell 1.000 1 040 128,910
Yakutat 1 046 1.138 104,952
Yukon Flats 1.668 1.780 358,402
Yukon/Koyukuk 1.502 1.585 348.366
Yupiit 1.469 1 533 304,118
Mt. Edgecumbe High School 1 000 1 049 154,704
TOTAL 24,304,789
BSA at $5380 and using tho FY08 Foundation Piojoction.
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Department of Education and Early Development
Prepared 2/7/07
ISER implementation with

Prepared by School Finance

FY08 Foundation 
Projection

HALF Im plem entation of ISER

District
Adopted 
in 1998 1/2 ISER

Cost
Difference

Alaska Gateway 1.291 1.443 615,522
Aleutian Region 1.736 1.838 64,308
Aleutians East Borough 1.423 1.707 834,869
Anchorage 1.000 1 000 -

Annette Island 1.011 1.175 488,392
Bering Strait 1.525 1.762 4,203,537
Bristol Bay Borough 1.262 1.370 196,738
Chatham 1.120 1.348 512,836
Chugach 1.294 1.395 84,706
Copper River 1.176 1.246 376,208
Cordova 1.096 1.165 247,730
Craig 1.010 1.108 309,354
Delta/Greely 1.106 1.174 491,359
Denali Borough 1.313 1.323 23,527
Dillingham 1.254 1.300 206,234
Fairbanks N. Star Borough 1.039 1.055 1,603,476
Galena 1.348 1.370 47,485
Haines Borough 1.008 1.104 278,433
Hoonah 1.055 1.227 259,656
Hydaburg 1.085 1.295 157,668
Iditarod Area 1.470 1.658 524,136
Juneau Borough 1.005 1.075 2,472,339
Kake 1.025 1.242 213,682
Kashunamiut 1.389 1.504 364,985
Kenai Peninsula Borough 1.004 1.088 5,767,408
Ketchikan Gateway Borough 1.000 1.085 1,508,776
Klawock 1.017 1.160 206,020
Kodiak Island Borough 1.093 1.191 1,977,742
Kuspuk 1.434 1.584 706,120
Lake & Peninsula Borough 1.558 1.776 1,090,155
Lower Kuskokwim 1.491 1.577 3,257,403
Lower Yukon 1.438 1.650 4,238,180
Mat-Su Borough 1.010 1.040 3,202,095
Nenana 1.270 1.304 71,767
Nome 1.319 1.385 409,287
North Slope Borough 1.504 1.648 2,093,000
Northwest Arctic Borough 1.549 1.686 2,545,617
Pelican 1.290 1.384 19,256
Petersburg 1.000 1.122 622,914
Pribilof 1 /19 1.555 196,521
Saint Mary's 1.351 1.488 240,446
Sitka Borough 1.000 1.098 1,085,458
Skagway 1.143 1.159 14,394
Southeast Island 1.124 1.264 329,206
Southwest Region 1.423 1.554 953,257
Tanana 1.496 1.641 76,192
Unalaska 1.245 1.343 359,049
Valdez 1.005 1.133 232,676
Wrangell 1.000 1.080 257,929
Yakutat 1.046 1.229 209,957
Yukon Flats 1.668 1.892 604,061
Yukon/Koyukuk 1.502 1.669 696 678
Yupiit 1.469 1.596 608,183
Mt. Edgecumbe High School 1.000 1 098 309,406
TOTAL 18,466,833
BSA at $5380 and using tha FY08 Foundation Projection
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Department of Education and Early Development
Prepared 2/7/07
ISER implementation with

Prepared by School Finance

FY08 Foundation 
Projection

TH REE-Q UARTER Im plem entation o f ISER

District
Adopted 
in 1998 3/4 ISER

Cost
Difference

Alaska Gateway 1.291 1.443 923,256
Aleutian Region 1.736 1.838 97,231
Aleutians East Borough 1.423 1.707 1,252,304
Anchorage 1.000 1.000 -

Annette Island 1.011 1.175 732,561
Bering Strait 1.525 1.762 6,305,333
Bristol Bay Borough 1.262 1.370 294,999
Chatham 1.120 1.348 769,254
Chugach 1.294 1.395 114,388
Copper River 1.176 1.246 564,259
Cordova 1.096 1.165 371,514
Craig 1.010 1.108 464,056
Delta/Greely 1.106 1.174 737,039
Denali Borough 1.313 1.323 35,344
Dillingham 1.254 1.300 309,352
Fairbanks N. Star Borough 1.039 1.055 2,405,213
Galena 1.348 1.370 71,227
Haines Borough 1.008 1.104 417,597
Hoonah 1.055 1.227 389,484
Hydaburg 1.085 1.295 240,982
Iditarod Area 1.470 1.658 825,773
Juneau Borough 1.005 1.075 3,708,563
Kake 1.025 1.242 320,523
Kashunamiut 1.389 1.504 547,532
Kenai Peninsula Borough 1.004 1.088 8,651,083
Ketchikan Gateway Borough 1.000 1.085 2,263,190
Klawock 1.017 1.160 309,138
Kodiak Island Borough 1.093 1.191 2,966,667
Kuspuk 1.434 1.584 1,059,181
Lake & Peninsula Borough 1.558 1.776 1,635,312
Lower Kuskokwim 1.491 1.577 4,886,078
Lower Yukon 1.438 1.650 6,357,189
Mat-Su Borough 1.010 1.040 4,803,142
Nenana 1.270 1.304 107,651
Nome 1.319 1.385 613,958
North Slope Borough 1.504 1.648 3,139,609
Northwest Arctic Borough 1.549 1.686 3,818,372
Pelican 1.290 1.384 26,458
Petersburg 1.000 1.122 934,317
Pribilof 1.419 1.555 294,728
Saint Mary's 1.351 1.488 360,614
Sitka Borough 1.000 1.098 1,628,134
Skagway L143 1.159 22,340
Southeast Island 1.124 1.264 515,152
Southwest Region 1.423 1 554 1,429,386
Tanana 1.496 1.641 114,288
Unalaska 1.245 1.343 538,575
Valdez 1.095 1.133 349,013
Wrangell 1.000 1.080 386,839
Yakutal 1.046 1.229 294,586
Yukon Flats 1.668 1.892 831,241
Yukon/Koyukuk 1.502 1.669 1,045,043
Yupiit 1.469 1.596 912,302
Mt. Edgecumbe High School 1 000 1.098 464,002
TOTAL 72,655,872
BSA at $5380 and using tho FY08 Foundation Projection
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Department of Education and Early Development Prepared by School Finance
Prepared 2/7/07
ISER implementation with
FY08 Foundation _____________ FULL Im plem entation of ISER_____________

Adopted Cost
District in 1998 ISER Difference
Alaska Gateway 1.291 1.594 1,231.043
Aleutian Region 1.736 1.939 136,299
Aleutians East Borough 1.423 1.991 1,669,684
Anchorage 1.000 1.000 -

Annette Island 1.011 1.338 976,783
Bering Strait 1.525 1.998 8,407,075
Bristol Bay Borough 1.262 1.478 393,368
Chatham 1.120 1.576 1,025,671
Chugach 1.294 1.496 144,071
Copper River 1.176 1.316 752,364
Cordova 1.096 1.234 495,407
Craig 1.010 1.206 618,814
Delta/Greely 1.106 1.241 982,773
Denali Borough 1.313 1.332 47,107
Dillingham 1.254 1.346 412,470
Fairbanks N. Star Borough 1.039 1.070 3,206,951
Galena 1.348 1.391 94,970
Haines Borough 1.008 1.200 556,814
Hoonah 1.055 1.399 519,258
Hydaburg 1.085 1.504 324,298
Iditarod Area 1.470 1.846 1,127,301
Juneau Borough 1.005 1.145 4,944,732
Kake 1.025 1.459 427,364
Kashunamiut 1.389 1.619 730,025
Kenai Peninsula Borough 1.004 1.171 11,534,814
Ketchikan Gateway Borough 1.000 1.170 3,017,605
Klawock 1.017 1.302 412,147
Kodiak Island Borough 1.093 1.289 3,955,592
Kuspuk 1.434 1.734 1,412,241
Lake & Peninsula Borough 1.558 1.994 2,180,362
Lower Kuskokwim 1.491 1.663 6,514,807
Lower Yukon 1.438 1.861 C/76,253
Mat-Su Borough 1.010 1.070 6,404,135
Nenana 1.270 1.338 143,534
Nome 1.319 1.450 818,628
North Slope Borough 1.504 1.791 4,186,109
Northwest Arctic Borough 1.549 1.823 5,091,180
Pelican 1.290 1.477 33,659
Petersburg 1.000 1.244 1,245,775
Pribilof 1.419 1.691 392,990
Saint Mary's 1.351 1.624 480,784
Sitka Borough 1.000 1.195 2,170,918
Skagway 1.143 1.174 29,787
Southeast Island 1.124 1.403 701,206
Southwest Region 1.423 1.685 1,906.514
Tanana 1.496 1.786 152,383
Unalaska 1.245 1.441 718.099
Valdez 1.095 1.170 465,405
Wrangell 1.000 1.159 515,804
Yakutat 1.046 1.412 398,306
Yukon Flats 1.668 2.116 1,189,643
Yukon/Koyukuk 1.502 1.835 1,393,409
Yupiit 1.469 1.723 1,216,421
ML Edgecurnbe High School 1.000 1.195 618,706
TOTAL 97,001,858
BSA at $5380 arid using tho FY08 Foundation Projection.
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Alaska State Legislature

S E N A T O R  S E S S IO N  A D D R E S S
G E N E  T H E R R IA U L T  S ta te  C ap ito l

C h a ir  .Jun eau , A la sk a  99801-U82
(907) 465-4797 

Fax: (907) 4G5-3884

Legislative Budget and Audit Committee

DATE: February 23, 2005

TO: Legislative Budget and And
Committee Members

FROM: Senator Gene Therriault, Ch
Legislative Budget & Audit

RE: Alaska School District Cost Update by ISER

Attached for your review is the School District Cost Study Update recently completed by 
the Institute of Social and Economic Research (ISER), of the University of Alaska. 
Additional copies of this report, as well as the other reports cited in this memorandum, 
can be downloaded under du "publications” link at www.lba.legis.statc.ak.us. A limited 
number of copies o f the District Cost Update arc also available in my office.

It is important to understand that the information contained in this report recommends 
modification to the distribution o f K-12 funds, but docs not suggest a level of funds that 
should be appropriated to the foundation formula.

BACKGROUND

The passage of Senate Bill 36, Ch. 38, SLA 1D9S required the Department o f Education 
and Early Development (DEED) to submit updated district cost factors to the Legislature 
by Jan. 15, 2001. Additionally, the DEED was required to monitor district cost factors 
and submit a report to the Legislature every other year beginning Jan. 2001.

The DEED attempted to use the existing cost factor methodology to update the cost 
factors, but the results were not supported by the underlying data. The McDowell Group 
reviewed the DEED’S work and determined that the 1998 methodology was not usable. 
Subsequently, the DEED recommended to the Legislature that cost factors remain 
unchanged as adopted in AS 14.17.460 in 1998 and that a new cost model be developed.

IN T E R IM  A D D R E S S
119 N. Cushman Suite 101, I'uii lumks, A laska 5)9701 • (907) 4,88-0857 • Fax: (907) 488-4271

http://www.lba.legis.statc.ak.us


LB&A Members ( 2 ) Feb. 23, 2005

Funding was added to the FY 02 capital budget for the Legislative Budget and Audit 
Committee (LB&A) to contract for a new cost study, and the American Institutes for 
Research (AIR) was selected to develop new district cost factors. In January 2003 the 
AIR report was released and a joint hearing was held by the HESS Committees. With 
AIR principals in attendance at the hearing, Legislators and interested parties expressed 
concerns about the accuracy o f the data and the appropriateness o f the methodology used 
in the AIR report. Following the hearing, AIR continued to respond to the many 
questions and criticisms o f their report, but offered no revisions.

In the Fall o f  2003, the LB&A contracted with ISER to perform a peer review o f the AIR 
study to determine: 1) if  the methodology used by AIR was generally acceptable, 2) if  
there was anything unique to Alaska that would make tiic methodology inappropriate, 
and 3) what alternative methodologies would they suggest. In their January 29, 2004 
report, ISER concluded that while the general methodology used was appropriate, it did 
not adequately address the issue of teacher turnover. Further, they questioned the 
estimation o f energy costs, and in some areas, felt the documentation did not support 
AIR’s findings.

In July o f 2004, the LB&A contracted with ISER to update and modify the AIR School 
District Cost Study by updating certain data, revising the teacher compensation 
component, using actual rather than estimated energy costs, reviewing the travel cost 
index, and determining if  the budget categories accurately reflect full costs of providing 
educational services. A working group made up o f the Directors o f the Finance and 
Audit Divisions, staff to the Chair and Vice-Chair o f the LB&A, and Eddy Jeans with the 
DEED reviewed the draft report and suggested a number o f format changes that have 
been incorporated in to the final report that was received on February 4.

AIR VS. ISER’S OBJECTIVES FOR THE TEACHER COMPONENT

The new cost differential for each school district, as proposed by ISER, is displayed on 
page 18 o f the report. Using Anchorage as the base, ISER proposes all other district cost 
differentials be adjusted upward. It appears that ISER’s change in the methodology for 
the teacher compensation component is the most significant contributor to these 
increases.

In the original AIR report the stated objective was to use “econometric models o f  school 
personnel labor markets to provide a basis for simulations of the compensation levels that 
would be required if all districts employed comparable teachers, school administrators, 
and classified personnel.” They defined comparable as levels o f experience, education 
and other demographic characteristics. The ISER report states that its objective is “to 
estimate the amount o f funds that a district needs, relative to Anchorage, to recmit and 
retain certificated personnel o f equivalent quality to Anchorage.”
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Whether or not any additional funding provided by the increase in the geographic cost 
factors will actually result in all school districts having equivalent personnel was not part 
o f either study. As we consider and debate the r cw recommended geographic .;ost 
factors we may also want to consider a reporting or measurement mechanism to 
determine how successful the school districts are at consistently recruiting and retaining 
qualified personnel. Further discussion o f ISER’s revisions to the teach ;r compensation 
index is contained on pages 5-8 o f the report.

A DD ITIONA L ATTA CHM ENTS

Also attached are two schedules prepared by the DEED on 2/11. The first schedule 
depicts the impact o f  implementing the ISER recommended District Cost Factors with no 
additional state funding, which necessitates reducing the base student allocation (BSA) 
from $4576 to $4210. The second schedule shows what it would cos* to keep the cuuent 
BSA in place, thereby holding Anchorage “harmless” as the base.

attachments
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Executive Summary
The purpose o f  this study is to develop an improved methodology for measuring 

differences in the cost o f school resources across geographic locations within Alaska. 
State policy makers in Alaska have long recognized the importance o f adjusting state 
education aid for geographic cost differences and, for the past five years, have utilized a 
cost adjustment index derived from a study conducted by the McDowell Group (199S). 
The present study is intended to develop a geographic cost o f education index (GCEI) 
that will replace the existing cost adjustment and provide a more sophisticated approach 
to measuring cost differences. The application o f such geographic cost adjustments in 
state aid is intended to equalize the purchasing power o f the educational dollar across 
local school districts.

The costs o f  four major categories o f school inputs arc analyzed as part o f this
study:

• personnel services
• energy services
• supplies, materials, and small capital items
• travel

The AIR research team collaborated closely with a group o f eight school business 
officers representing a diverse sample o f districts from across Alaska. These eight school 
business officers formed a Technical Working Group (subsequently referred to as die 
TWG) that provided feedback on components o f the methodology for this analysis, 
assistance in the design o f data collection instruments, and support in data collection 
efforts.

O verall V a ria tions  in Costs
Based on the study’s analysis, the purchasing power o f the educational dollar 

varies tremendously in the State o f Alaska, flic highest-cost district needs to spend about 
1.6 times what the lowest cost district spends in order to provide comparable educational 
services. Using Anchorage School District as the benchmark (i.e., with a GCEI o f  1.00), 
the analysis o f  costs reveals that the Noith Slope Borough School District exhibits the 
highest cost o f  education, with an index value o f  1.58 (see exhibit). This means that this 
district needs to spend about 58 percent more than the Anchorage School District to 
provide comparable educational services to the students it serves. On the other end o f the 
spectrum is the Matanuska-Susitna Borough School District, with an index value o f 0.99. 
This means that this district needs to spend about 1 percent less than the Anchorage 
School District to provide comparable educational services.

fV  «'
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A GCEI for Alaska School Districts
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Organizing the school districts by region reveals that the highest-cost districts in 
Alaska arc located in the Far North (with average GCEIs o f 1.38) and the Southwest 
(with average GCEls o f 1.31). The lowest-cost districts in the state are located in the 
Southeast (with an average GCEI of 1.07).

Differences between the values o f the AIR GCEI and the current Alaska cost 
index for education may reflect a combination o f methodology differences and changes in 
the costs o f  educational services since the last cost index was calculated. The largest 
differences are most likely attributable to methodological differences underlying the two 
studies’ calculations.1 The range, standard deviation, and mean values o f the GCEI and 
the current Alaska cost index are quite similar. The AIR GCEI ranges from a low o f 0.99 
to a high o f 1.58, while the range o f the current Alaska cost adjustment is from 1.00 to 
1.74. The standard deviation ofthe AIR GCEI is 0.17, and the standard deviation ofllie  
current adjustment is 0.21. Moreover, the correlation between tho AIR GCEI and the 
Alaska cost index is 0.91, suggesting that the general patterns o f  variation in costs are 
quite similar between the AIR GCEI and the current Alaska cost index. More than 70 
percent (38) o f  the districts exhibit a GCEI with less than a 0.10 difference from the 
current Alaska cost index. Forty-four percent (24) ofthe school districts in Alaska exhibit 
less than a 0.05 difference from the current Alaska cost index.

P ersonnel C ost D ifferences
Looking at the four major component indices reveals what one would expect. 

School personnel costs play a major role in explaining the variations in the overall costs 
o f  education across local school districts. The school personnel category accounts for a 
major portion o f school district budgets, ranging in Alaska from 45 to 90 percent o f  total 
expenditures, with a median o f  78 percent. AIR used econometric models ofthe school 
personnel labor market to provide a basis for simulations ofthe compensation levels that 
would be required if all districts employed comparable teachers, school administrators, 
and classified personnel. The key is comparability: what are the costs in different parts of 
the State o f  Alaska for school personnel with comparable levels o f experience, education, 
and other demographic characteristics?

Using Anchorage as the basis for calculation ofthe index values (i.e., setting the 
Anchorage index to a value o f  1.00), personnel costs range from a low o f 0.93 in 
Southeast Island School District to a high o f  1.28 in North Slope Horough School 
District. In other words, the highest-cost district pays, on average, about 28 percent more 
than Anchorage for comparable personnel, while the lowest-cost district pays about 7

1 The actual values o f th e  two indices are presented for purposes o f  com parison in Exhibit 1-6 In Appendix
I o f  tlie report entitled “.Ihiska School District Cm/ Study: Volume It-The Technical lit port "
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percent less than Anchorage for comparable school personnel. Comparing these two 
districts to each other, North Slope pays 38 percent more than Southeast Island for 
comparable personnel.

Energy C ost D ifferences
A second component index, energy cost, is influenced by several factors. Alaska’s 

significant climate variation across districts affects the consumption o f fuels and energy 
required to provide heat to classrooms and school buildings. In addition, tho degree o f  
remoteness o f each district affects the prices o f these fuel and energy sources.

The study’s approach to calculating energy costs relics on an engineering 
computer simulation model. This model requires the development o f  prototype buildings 
to permit estimation ofthe energy requirements to provide heating, cooling, and power 
for all aspects o f school and district operations. Each prototype is associated with a 
specific climate parameter expressed in terms o f heating dcgrce-days. The estimated 
energy consumption levels necessary for the prototype buildings in different climatic 
zones are then combined with information on the unit energy prices at each school site 
throughout Alaska to estimate the cost o f  energy services.

The results o f this analysis show a range o f index values for the cost o f  energy 
services per square foot from 0.74 in the Juneau School District to 9 .3 1 in the North 
Slope School District. Typically, the school districts with the highest index values are 
located within the very cold climate zone, largely represented by the Far North region. 
High costs in less cold districts can be attributed to the relative costs o f energy sources 
faced by these districts.

Costs o f S upp lies, M aterials, and Sm all Capita l Items
The third component index, supplies, material, and capital equipment, is most 

influenced by geographic differences in shipping costs. The base prices o f  supplies 
purchased by districts in different parts ofthe state may vary to some extent because o f  
volume purchasing, but this difference is small compared to the difference associated 
with the cost o f  transporting these items from the major centers o f commerce to the 
remote areas ofthe state. The costs range from a low o f 1.00 in Anchoiagc School 
District to a high o f  6.81 in Pelican City School District.

In general, larger districts (i.e., districts with higher enrollment figures) tend to 
exhibit lower costs o f goods. Larger districts are able to purchase items iu bulk more 
easily than smaller districts. Another factor contributing to the lower index values for 
districts with greater enrollments is their proximity to the suppliers o f  these goods. These 
districts operate iu or near Alaska’s major centers o f commerce. T ransportation costs are
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lower, and competition among suppliers in these centers o f commerce drives down 
prices.

Travel Costs
The fourth component index is the cost o f travel. Because ofthe remote locations 

o f some schools and communities in Alaska, travel costs can have a significant impact on 
the expenditures necessary to operate schools in the state. The majority ofthe low-cost 
districts in this index arc city school districts and districts located near Anchorage or in 
another relatively accessible area o f the state. These districts tend to have very low costs 
associated with travel between the district office and the school(s) in the district. For 
those districts located near Anchorage, travel costs to Anchorage for statewide training 
tends to be a relatively low-cost item. Districts located close to a center o f  commerce 
enjoy low costs for maintenance service travel, resulting in lower cost index values in this 
travel input index.

Sum m ary o f R ecom m endations
AIR makes a number o f  recommendations regarding implementation ofthe GCEI:

• Adoption ofthe new GCEI presented in this report.
• Improvements and expansion ofthe personnel databases currently collected by 

ADEED.
• Adoption o f  new data collections on non-personnel items including energy fuels; 

supplies, materials, and capital items; and travel costs.
• Updating the GCEI every 3 to 5 years.
• Using a professional economist for the analysis o f  personnel costs.
• Phasing in the new index over time to avoid disrupting district budgets.

I'^t in



March 22, 2007

Testimony from Susan Sciabbarrasi, Superintendent, Wrangell Public Schools

In 1998, Senate Bill 36 required the updating and monitoring o f District Cost Factors. In July 
2004 the Legislative Budget and Audit Committee contracted with ISER to update and modify 
the ATR District Cost Study. Funding two studies and one review from the capital budget 
indicates the importance placed on having the results from this final study. As we know, 
outcomes do not always benefit everyone, however, if the study met the guidelines and criteria 
that had been directed by the legislators, then, it seems not only pnident but also necessary to 
implement the results.

According to the ISER study, Wrangell’s District Cost Factor would increase from 1.0 to 1.159. 
W rangell currently has the sam e D istrict Cost Factor as Anchorage at 1.0. As you are 
aware, Anchorage’s 1.0 Cost Factor was designed as the basis o f comparison for all other 
districts. It is obvious that it costs more to operate a school district on a small Island in Southeast 
Alaska, with less than a population o f 2,000 inhabitants, than to do business in Anchorage where 
there is International Commerce, discount stores, and multiple means o f transportation in and out 
of the city. In addition, Anchorage is the site for many professional educational conferences as 
well as most of the state cxtra-curricular activities that costs our district up to $1,000 per person. 
Even this year, fuel prices in Wrangell have been up to $1.00 per gallon more than in Anchorage. 
Never the less, the cost factor remains the same. Most importantly, Juneau is considered our 
closest 'Center o f Commerce’ and their current Cost Factor of 1.005 is higher than Wrangell’s 
1.0. That docs not make logical sense for Juneau to be our major Center o f Commerce yet has a 
higher cost factor. The new Cost Study remedies that by having Juneau at a slightly lower 1.145 
compared to Wrangell’s 1.159 District Cost Factor.

The objective o f this study was to “determine district funding needs relative to Anchorage’’. It 
has nothing to do with the Base Student Allocation, which is determined by the financial needs 
of the state as a whole. The District Cost Factor is the instrument that takes into account (he 
differences between the districts not the overall Base Student Need. While the Base Student 
Allocation determines adequacy, the District Cost Factor addresses equity. They are two 
different factors addressing two very different needs within our state.

In conclusion, results from the ISER study provided the information that was requested by the 
legislators and funded from the capital budget. We have those results in this study. Why request 
and fund a study in which you would not implement? Therefore, I am in support o f fully 
implementing the District Cost Factors as presented in I IB 72 through the ISER study to be 
effective July 1, 2007. Thank you for your time and consideration.
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P.O. Box 450 
Kake, Alaska 99830

(907) 785-3741

March 27, 2007

To: Alaska Legislature
House Finance Committee

Re: HB 72 -  School District Cost Factors

Dear Finance Committee Members,

It is with great earnest that I ask for your full support in the implementation o f the School 
District Cost Factors as proposed in HB 72. These cost factors were determined by the 
ISER Study that was sanctioned by the Legislature some time ago. The ISER Study has 
clearly demonstrated that existing cost factors are not sufficient to equalize the 
distribution o f  Foundation Formula funds as they pertain to the cost o f achieving equal 
services and supplies throughout the school districts o f  Alaska.

The cost o f  doing business in the Kake City School District continues to rise. This is 
particularly true in the areas o f  electricity, fuel oil, freight, ;tnd other fixed costs out o f  the 
control o f  the district. We have been frugal with our education funds and we have 
adopted various economies o f  service where w e could. We believe it is vital and 
necessary for the Legislature to recognize and implement the recommendations o f  the 
ISER Study and meet the needs o f  Alaska’s students by moving and passing HB 72.

As a school district, we have economized on our fixed costs and in the area o f  non- 
cducational personnel as much as possible. Failure to adopt School District Cost Factors 
as proposed in HB 72 will cause us to begin the elimination o f  needed educational 
personnel. We are a successful school district that has made AYP every year. Last year 
Kake City Schools was recognized by the Alaska Department o f Education for our 
improvement within a sub-group while maintaining overall student performance. We 
want to continue to do well and to give our students every opportunity guaranteed them 
by the Constitutions o f  the State o f  Alaska and tlie United States o f  America.

This letter is being submitted on behalfof the Kake City School Board, the students of 
the Kake City School District, the community o f  Kake.

Sincerely,

Eric Gebhart 
Superintendent

K a k e  C i t y  S c h o o l  D i s t r i c t  i s an E q u a l  O p p o r t u n i t y  E m p l o y e r



Alaska State Legislature

Please enter into the record my testimony to the  House Finance Committee on
 HB72 , dated _________ 032807_________ .

I have been very involved with the schools in our community since my oldest son started kindergarten in 
1999. In the 8 years since he has been in school, I have witnessed many cuts. Not only has class size 
increased, we no longer have a librarian and we have minimal PE and music. Every year we hear a worst 
case scenario that means many teachers arc unsure of where or if they will teach the next year.

I realize there are several different reasons for the problem. However, the cost differential has contributed 
to the deep cuts wc have seen in the Kenai borough. We have to address this problem now. I believe a fair 
allocation of resources will not solve the deficit the school's face. However, it will put all schools in the 
same boat for the first time since the cost differential was put in place. Then we could concentrate on 
raising the student allocation across the state.

Please consider the numbers in House Bill 72 not as they affect your specific district, but that they 
equalize the level of education that can be delivered across the state.

Please, let’s put this matter to rest once and for all and start tackling some of the other issues facing 
schools across the slate of Alaska.

Thank You,

Connie Ferguson 
Sterling, Alaska
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M w u  b m u u m  t t  s c t w i  w w t w m i
LEADERSHIP FOR LEARNING
326 Fourth St., Suite 404 t Juneau, AK 99801-1101 
Phone; (907) 586-9702 (800) 478-9702 * Fax; (907) 586-5879

28 March 2007

The Honorable Mike Chenault 
Co-chair, House Finance Committee

Dear Representative Chenault and House Finance Committee members;

Due to a conflict, I am unable to be present today to testify in favor HB 72 which includes full 
implementation o f the district cost factors.

AASA passed a resolution requesting full funding of the area cost differential based on the ISER 
study. We also believe that any area cost differential should be accompanied by an increase to 
the base student allocation for all districts, to better assure adoquatc funding regardless of the 
cost factor adjustment.

Thank you for considering this testimony supporting HB 72.

Sincerely,

Mary A. Francis, Executive Director
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March 28, 2007

Dear Representative Chenault,

We are eight school district superintendents serving the students o f  House District 37, 
which includes Bristol Bay, the Alaska Peninsula, and the Aleutian, Shumagin, and 
Pribilof Islands.

We send this letter to express our strong support o f  HB72, your bill that uses 100% o fthe  
ISER numbers for district cost factors.

The fact that you were able to get 25% o f  those numbers last year was o f  great help to all 
o f  our districts. Full implementation o f  the ISER numbers will mean so much more to the 
students, parents, teachers and administrators out here.

We agree with you that this issue is really one o f  fairness. The legislature must recognize 
the differences in energy costs as well as the greater difficulty to recruit and retain 
teachers in areas more isolated than Anchorage. To say that we arc on an equal playing 
field as far as education is concerned is unreasonable and shows a poor understanding o f  
the hurdles rural Alaska perpetually faces.

These factors have been studied and debated again and again. It’s time to acknowledge 
tlie evidence and adjust all school districts across the state to the 100% level.

We thank you for your hard work on this issue. If there’s anything any o f  us can do to 
help you in your efforts to get this bill passed, please let us know.

Sincerelv,

The Superintendents o f  District 37 Schools 

S ;e \e  Atwater
l.ake <!v; Peninsula Borough S D.

Randy Swenson
Meulians I asi Borough S.I).

Jack Foster
Southwest Region S.I).

Arne Walland 
(Jillingham S.D.

Jamie Slacks 
Pribilof S.D.

Darrell Sanborn 
I nalaskaS.l).

Joe Beck ford 
Aleutian Region S.D.

Woody Wilson 
Bristol Bay Borough S.D.

State Capitol Building
Room 424. Juneau, AK 99001 Phono; (907) 465-4451 Toll Free I -800-098 4451 FAX (907)465-3445

Email: Rep Bryce Edgmon@legis.state.ak c/s
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