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Rep. Cathy Munoz, Vice-Chair 
Rep. Wes Keller 
Rep. Bob Buch 

Alaska State Legislature 

Rep. Paul Seaton, Chairman 
HOUSE EDUCATION COMMITTEE 

HB147 
Sponsor Statement 

Rep. Peggy Wilson 
Rep. Bryce Edgmon 
Rep. Berta Gardner 

HB 147 repeals AS 14.17.520, a ten year old provision in Alaska statutes requiring that 70% of a school 
district's operating expenditures be dedicated to the instructional component of the district budget, 
regardless of their geographical location, student population size, or any other factor. AS 14.17.520 is 
considered an accountability measure to ensure school districts are spending funds on instructional 
programs. 

The rising cost of education is affecting the way school districts address their spending. Fuel, electricity, 
and building maintenance expenses can radically change from year to year. 

There are two types of school districts that have been chronically unable to meet the 70% requirement: 
districts that have an operating budget of $3 million or less and those that spend 20% or more of their 
budget on operation and maintenance. Currently, if a school district is unable to meet the 70% 
requirement, they must file a waiver through the State Board of Education & Early Development which 
can either be approved or denied. Approval allows the district to operate with their submitted budget, but 
requires justification for their failure to comply with the 70% requirement. Denial of a waiver can require 
the district to revise its budget to meet the 70%. 

AS 14.17.520 has become outdated. The current statewide assessment system is a better accountability 
program to determine if school districts are meeting their student's needs through good instructional 
practices. The state assessment system measures student proficiency in reading, writing and mathematics 
from one year to the next. In fact, with the passage of SB 285 last year the depanment of education has 
the authority and responsibility to intervene in chronically low performing schools and districts. SB 285 
requires the Department of Education to redirect school district resources to improve instructional practice 
intended to increase student proficiency. This accountability system provides a better use of school 
district and state resources to increase student achievement. 
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Repealing AS 14.17.520 will remove the 70% requirement and waiver process, saving 
almost half of Alaska's school districts, the State Board of Education and EED staff a 
redundant yearly process that does not measure the effectiveness or ability of a district to 
deliver a quality educational program to its children. 

Staff contact: Hannah Harrison - 465.6256 



o Economic Development only upon a finding of abuse of discretion or upon a finding that 
there is no substantial evidence to support the determination. 

(b) Motor vehicles subject to the motor vehicle registration tax under AS 28.10.431 
shaH be treated as taxable property under this section. 

Sec. 14.17.520. Minimum expenditure for instruction. 

(a) A district shaH budget for and spend a minimum of 70 percent of its school 
operating expenditures in each fiscal year on the instructional component of the district 
budget. 

(b) The commissioner shaH reject a district budget that does not comply with (a) of 
this section and, unless a waiver has been granted by the board under (d) of this section, 
shall withhold payments of state aid from that district, beginning with the payment for the 
second full month after rejection and continuing until the school board of the district 
revises the district budget to comply with (a) of this section. 

(c) The commissioner shaH review the annual audit of each district for compliance 
with the expenditure requirements of (a) of this section. If the commissioner determines 
that a district does not meet those requirements, the commissioner shall advise the district 
ofthe determination, calculate the amount ofthe deficiency, and deduct that amount from 

!.?:II,' state aid paid to the district for the current fiscal year. A deduction in state aid required 
I....:fI under this subsection begins with the payment for the second fuH month after the 

determination, unless a waiver has been granted by the board under (d) of this section. 
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(d) A district that has been determined by the commissioner to be out of compliance 
with the requirements of this section may, within 20 days ofthe commissioner's 
determination, request a waiver by the board of the imposition by the commissioner of 
any reduction in state aid payments under (b) or ( c) of this section. The request must be in 
writing and must include an analysis of the reasons and causes for the district's inability 
to comply with the requirements of this section. The board may grant the waiver if the 
board determines that the district's failure to meet the expenditure requirements of this 
section was due to circumstances beyond the control of the district. The request must also 
be submitted to the Legislative Budget and Audit Committee, which shaH review the 
district's request and forward the committee's recommendations on it to the board. 

(e) The commissioner shaH submit an annual report on actions taken by the 
commissioner or the board und~r this section to the Legislative Budget and Audit 
Committee by April 15 of each year. 

(f) In this section, "instructional component" includes expenditures for teachers and 
for pupil support services. 
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Resolution of The State Board of Education & Early Development 

Minimum Expenditure Jor Instruction 

Resolution 01-2009 

WHEREAS. the State of Alaska now has in place an extensive system of accountability. 
approved by the federal government. for schools and school districts; and 

WHEREAS, the accountability system uses assessments to measure school and school 
district progress in reading. writing and mathematics in ninc subgroups of students and in 
the student body as a whole in grades 3 through 10; and 

WHEREAS. the accountability system is accompanied by regulations specifying actions 
that schools and districts must take to improve~ and 

WHEREAS. the Alaska Department of Education & Early Development has in place 
programs and services designed to assist schools and districts to improve; and 

WHEREAS, the state administers a high school graduation qualifying examination in 
accordance with state law and aligned with statements of legislative intent; and 

WHEREAS. since 1998 Alaska Statute 14.17.520 requires that at least 70 percent of 
s~ool districts' operating fund expenditures be spent on instruction; and 

WHEREAS, the assessment data since 1998 does not demonstrate there is a relationship 
between student achievement and the percentage of districts' operating funds spent on 
instruction~ and . 

WHEREAS. districts consume valuable staff time each year to prepare requests for 
waivers of the minimum expenditure requirement, when needed. from Alaska Statute 
14.17.520; and 

WHEREAS. the department consumes valuable staff time each year reviewing districts' 
instructional budgets, expenditures and requests for waivers, and preparing an annual 
report to the legislature; and 

WHEREAS, the minimum expenditure requirement also places a burden on the 
Legislative Budget & Audit Committee to review the districts' waiver requests and 
forward recommendations to the State Board of Education & Early Development; and 

WHEREAS. the department has seen that nearly all districts that request waivers have 
srnall budgets that are heavily affected by rising fixed costs in necessary non-instructional 
areas such as heating; 

THEREFORE, BE IT RESOLVED. the State Board of Education & Early Development 
respectfully requests the Alaska Legislature to reconsider or amend the statute that 
requires districts to spend a minimum 0[70 percent of their operating funds on 
instruction. in acknowledgement that a system of accountability directly tied to student 
achie ent is now in place. 

sther Cox. Chair 
n behalf of the State Board of Education 

& Early Development 

December 5. 2008 
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Rep. Seaton's Office 

C/O Hannah Harrison 

State Capitol, Room # I 02 

Juneau, AK 99801 

Fax: 907-465-3472 

Phone: 907-465-6256 

Dear Honorable Representative Seaton, 

The Galena City School District has never been in a profile of requesting 

forgiveness from the State Board of Education which demonstrates "error of intent" of 

this law. An economy of scale provides certain compliance for schools with larger 

student populations and penalizes the smaller districts. There's really no problem with 

each and every school district in the state being accountable for spending percentages in 

different budget categories and well we should be. The nature of facilities, management, 

and other basic operations costs quickly place smaller districts in violation. This evolves 

to be an exercise of time, as to my knowledge, no school has been sanctioned or punished 

for their status, nor should they be. Ultimately rising costs and declining enrolments 

present obvious draw-downs on school funding to a point school boards must prioritize 

spending. Logic should tell us that small top-heavy operations will tumble. Please 

receive this as a position of support for HB 147 from the Galena City Schools Board of 

Trustees. Thank You 

Sincerely, 

James E. Smith 

Superintendent 



Hannah Harrison 

From: 
Sent: e TO: 

, Subject: 

Follow Up Flag: 
Flag Status: 

James Elliott Oelliott@crsd.k12.ak.us] 
Tuesday, February 24, 2009 11 :27 AM 
Rep. Paul Seaton 
HB 147 Repeal of the Minimum Expenditure Requirement 

Follow up 
Yellow 

Representative Seaton, in response to a member of your staff, I agreed to provide 
you with the reasons why I favor the repeal of the minimum expenditure requirement 
(70%) for instruction. Although the 70% expenditure requirement may have been 
warranted when it was first put into law, the requirement has outlived its 
usefulness. First, which was true from the outset, the 70% for instruction 
requirement violates a fundamental premise of economics, namely what is c~rnmonly 
known as the economy-of-scale. It is patently unfair to hold small, rural school 
districts, like Copper River School District, to the same standard of administrative 
efficiency as large, urban districts, like Anchorage, Fairbanks, Mat-Su, Kenai, 
Juneau, et al. It is like comparing the price of goods in a morn and pop store to 
those of Costco. Yet, that is exactly what the current law does. Second, I believe 
the current statutory requirement is focused on the wrong thing: input (funding). 
Instead, the Alaska Legislature ought to put its principal focus on output (student 
achievement). In fact, current state and federal district/school accountability 
laws, which are focused on output (student achievement), negate the need for a law 
such as the 70% requirement for instruction currently in A.S. 14.17.520. This is 
true, from my perspective, because student assessment data tell you much more about 
the effectiveness of districts/schools than what percentage of its expenditures a 
district spends on instruction. 

If I recall correctly, during a recent committee discussion of the subject 

•
1egiSlation, you mentioned to Eddy Jeans, of the Alaska Department of Education and 
Early Development, that the same districts which do not meet the 70% requirement, 
also, are the ones that fail to make adequate yearly progress (AYP) under the No 
Child Left Behind Act. 
Copper River School District does not meet the 70% requirement but makes AYP. 
Anchorage and Fairbanks, on the other hand, meet the 70% requirement but do not make 
AYP. Where should the Alaska Legislature's primary effort toward ensuring effective 
and efficient schools be placed? I, for one, believe it ought to be on output 
(student achievement), not input (funding). Thus, I urge you and your colleagues to 
repeal the 70% requirement for instruction. 
NOTICE: This email message is for the sole use of the intended recipient(s) and may 
contain confidential and privileged information. Any unauthorized review, use, 
disclosure or distribution is prohibited. If you are not the intended recipient, 
please contact the sender by reply email and destroy all copies of the original 
message. 
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Department of Education & Early Development 
Districts' Reasons and Causes for FY2009 Budget Waiver Requests 
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70% 

FY 2001 
Budget 

Alaska Gateway 69% 

Aleutian Region 65 
Aleutians East Borough 69 
Anchorage 81 
Annette Island 1 691 
Bering Strait 70 
Bristol Bay Borough - I 691 
Chatham I 681 
Chugach 72 
Copper River 1 691 
Cordova City . 75 
Craig City 73 
Delta Greely 77 
Denali Borough 72 
Dillingham City 78 
Fairbanks North Star Borough 79 
Galena City 82 
Haines Borough 76 
Hoonah City L 65\ 
H}'C:laburgCity , 65\ 
Iditarod Area 75 
Juneau Borough 82 
Kale City , 1 63\ 
Kashunamiut 74 
Kenai Peninsula Borough 76 
Ketchikan Gateway Borough 78 
Klawock City 74 
Kodiak Island Borough 76 
Kuspuk 73 
Lake & Peninsula Borough I 691 
Lower Kuskokwim 75 
Lower Yukon 1 691 
Matanuska Susitna Borough 81 
Nenana City 75 

70% 

o 
Department of Education & Early Development 

Operating fund Minimum Expenditures for Instruction Summary 

70% 70% 70% 70% 70% 70% 70% 70% 70% 70% 70% 

FY 2001 FY 2002 FY 2002 FY 2003 FY 2003 FY 2004 FY 2004 FY 2005 FY2005 FY 2006 FY 2006 FY2007 
Audit Budget Audit Budget Audit Budget Audit Budget Audit Budget Audit Budget 

71% 65% 67% I 65% 69010 64% 67% 67',.. 66% 66% 63% I 66~.1 

65 67 70 70 66 66 66 66 70 69 72 70 
67 67 66 1 65 67 67 67 67 68 66 641 681 
79 78 77 77 77 77 77 77 77 77 77 78 
65 1 61 66 661 671 691 69 1 . 661 66 70 71 71 
70 70 69 70 70 70 70 70 70 71 I 691 70 I 
70 I 691 68 I 681 • 64 I . • 631 63 I 621 . 62 I 621 61 I . 64 
66 I 691 67 I 691 66 I 691 661 69 66 1 65 65 66 
82 74 . 81 76 86 .·75 . 83 76 80 74 .. . 80 . • 79 
73 1 691 721 691 70 1 691 691 691 68 1 691 69 I 681 

. 75 70 71 .70 \ .6911 69\ .68 \ • 691 69 \ 691 69 \ 6.7\ 
81 75 74 78 79 80 79 76 79 79 79 78 
76 .73 '74 74 . 75 76 74 .75 74 . 72 73 ·74 
73 I 681 68 I 681 69 72 71 73 71 72 70 71 \ 
73 74 71 I 69\ . 70 • 71 71. 73 71 72 70 72 
79 77 78 76 77 77 77 76 76 75 75 75 
80 75 70 70 71 . 70 .... 73 , 72 72 72 :: 70 73 
76 73 73 72 71 66 68 69 70 69 70 70 
64 67 65 59 59 60 60 56 58 53 56 \. 60\ 
63 64 63 66 60 69 60 67 65 67 60 70 
72' 69 67 68 61· 64 59 61 . 61 . 62 60 \ . 61 . 

81 78 79 77 78 76 76 76 76 76 77 77 
63 l 6~ 641 641 62 I 65\. 64 1 . 62\ 60 \ 59J . 59 I 61] 
73 74 76 73 71 74 76 73 1 671 70 1 681 70 
.76 73 73 . 73 72 72 71 73 71' '. 73. 72' 74. 
78 76 77 76 76 78 77 76 78 77 77 77 

71 '. 70 70 1 . . 661 70 1 631' 641 671 66\ 681· 66\ .671 
76 74 73 74 73 74 73 75 73 74 72 74 

721 68J 70 1 691 69 1 63J 69 1 64\ 661 • 63} 61· , . 651 
70 I 671 65 I 661 65 I 651 64 1 651 65 I 651 65 I 661 
.76 73 .. 73 .70 73 73 74 . 74 75 73 74. 71 

o 

70% 70% 

FY 2007 FY 2008 
Audit Budget 

65% I, 63';' 
70 72 
641 641 
77 77 
72 70· 
661 70 
64 60 
67 67 
76 79 . 

68.l 6711 
70 l 67\ \ 
78 80 
74 ·70 
691\ 68\ 
70 73 
76 74 
73 71 
70 70 

.. 59 \ 62\ 
56\ 71 
62 1 .60 
78 79 
55 L 5411 
70 70 
73 74 
76 74 
65 1 6611 
73 72 
67 1 6211 
65 1 6611 
75 72 

68 1 681 67 1 661 62 1 651 671 671 67 1 68J 69 70 L 691 70 L 
81 77 76 .76 77 78 77 78 76 77 76 79 78 78 
82 76 73 72 71 70 1 641 70 71 1 691 70 70 71 70 
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70% 

FY2009 
Budget 

*66% 

'68 
'66 
79 
70 

'67 
'63 
'66 
77 

'68 
'69 
79 
73 
70 
70 
77 
70 
71 

'60 
'58 
'61 
77 

'59 
70 
73 
76 

'66 
72 

'64 
'65 
75 

'67 
80 
75 
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Nome City , 
North Slope Borough 
Northwest Arctic Borough . 

Pelican City 
Petersburg City 
Pribilof Islands 
Saint Mary's ' ' 

Sitka Borough 
Skagway City 
Southeast Island 

Southwest Region , 
Tanana City 
Unalaska City 
Valdez City 

700/. 70% 

FY 2001 FY 2001 
Budget Audit 

68 68 

66 66 

66 64 

68 60 

74 74, 

L 621 58 L 
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Operating fund Minimum Expenditures for Instruction Summary 

70% 70% 70% 70% 70% 70% 70% 70% 70% 70% 

FY 2002 FY 2002 FY 2003 FY 2003 FY 2004 FY 2004 FY 2005 FY 2005 FY 2006 FY 2006 
Budget Audit Budget Audit Budget Audit Budget Audit Budget Audit 

68 '66 ,,' 66 , 65 '64 63 64 64, 66 '64 

65 64 64 66 65 64 66 63 64 63 
65 .. ,' 65 ' '65 " ,65 ,64 ,64 65 ,,63 63 ',' 62 
58 55 59 60 63 64 61 55 56 55 
75 ,'<,,73 ' .' 71 ' ,'72 " 69 ,,' ,70 72 ' , 72· , 71 " 74 

6!L 66 L 651 60 62 641 601 63 I 68J 62 I 
, I 691" 82 I . 68J',' ,'74 " ". }Ol " 671 ' ,·6 , :;63J.:' •. 641 '.62, I 651' ',' ' 62 I 

84 84 81 81 79 80 79 79 79 77 78 76 

'I ' 691 " ·61 . 66 ,,,66'1 671 65 62 . ' ,63 60 " "65 ' , ,65 65 1 

1 691 68 69 69 70 70 68 67 68 66 67 60 

-"- 74 72 " 69 ",68 1 , 681" '/' .69 ,~ " ,67, 67 ,69 . ,67 67 \ 

I 501 54 47 55 I 501 53 51 53 56 51 48 41 I 
72, 70 , ,'72 74 ' ,,71 .7r' .' 70 '-: ' , ,,71 ,,70 '" '72 70 72 ' 

77 78 74 16 75 75 73 76 74 74 71 74 

• 
70% 70% 70% 

FY 2007 FY 2007 FY 2008 
Budget Audit Budget 

65 66 .. 62 

64 64 63 
63 J:': 63 65 
60 60 59 
71 71 70 
641 63 L 6511 

' .651 ' 64 I ' , 6211 
78 77 77 

'671, :" . ,66.1 68 
71 70 72 

,67\ ",,·,65 \ ' 671 
481 40 1 54 
70,' 70 71 
74 16 71 

Wrangell City 76 , .,. 74' 77' ",,,'73" 76 69, 70 '" 69 '70 ,69 70 I ' 68\ " 70 I ' 6711 
Yakutat City 69 71 69 67 67 65 65 66 68 68 69 70 71 71 70 
Yukon Flats 51 55 61 " '",59 62 " 60 61 , ' " ,59 63, 59 62 60l 6~ '61L' , 64JL 
YukonIKoyukuk 69 73 68 67 68 69 69 70 68 67 66 68 73 I 671 71 I 
Yupiit 72 " 70 §3~ __ 68 1<;. "'.. 72 .. ',70 ",' ·73 72' 69 ' 68 " 69 .. \ 71 I __ 68\ ' . 60 ' 70,' 

Total Waivers 24 o 29 27 3 J2 32 32 2 24 5 24 
-JO!d1 = Waiver Requested and Approved 

'" = Waiver being requested 
SUMMARY OF PERCENTAGES BY CATEGORY 

Districts below 60% 2 3 2 3 3 2 I 3 2 4 4 4 I 4 3 
Districts between \60% - 65'V.) 2 4 6 3 3 8 12 14 10 8 5 13 9 10 10 
Districts between (65% - 70%) 20 10 21 20 21 17 19 IJ 20 18 23 II 14 IJ II 
Districts at 70% and above 29 36 24 27 26 26 21 23 21 23 21 25 29 26 29 

53 53 53 53 53 53 53 53 53 53 53 53 53 53 53 - - _. 

t Minimwn Expenditure for Instruction Percentages for FYI999 and FY2000 Bwgets and Audits have been removed. 
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History: 

Department of Education & Early Development 
70% Minimum Expenditure for Instruction - Summary 

In 1998, the legislature passed the new public school funding formula. Included in this legislation is the 
requirement for school districts to spend 70% of the school operating fund on instruction. The 70% 
requirement in AS 14.17.520 began in FYI999 and was phased in over three years from 60% to 70%. 
The minimum expenditure for instruction requirement was 70% in FY2001 and thereafter. Concurrently, 
with the 70% requirement, the districts and department were required to improve statewide comparability 
and consistency in data reporting. In addition to the percentage phase in there were changes in the chart 
of accounts and related regulation that impacted the district's percentages prior to FY2002. 

Progress: 
The financial information reported in the FY2002 budgets, including the instructional percentages, 
provides a baseline for comparative data in future years. The FY2002 data represents full implementation 
of the minimum expenditure law, substantial progress in consistent statewide data, and full reporting 
under the revised chart of accounts. 

FY2009 is the eleventh year under the new law. For the first several years of the law there was an 
increase in the number of waivers. The increase was due to the phased-in implementation percentage and 
changes in data collection and comparability from one year to the next 

FY2009 Budget Waiver Requests: 
The FY2009 budget waiver request process continues to follow the procedures and patterns of prior years. 
While looking at the budget waivers it may be helpful to remember the recent changes affecting education 
funding. HB273, which passed last session, places 50% of the increased ISER cost factors into statute and 
continues to increase these cost factors by 12.5% each year until the factors are fully implemented. The 
ISER cost factors are higher than the previous cost factors in statute, and when fully implemented these 
will provide many districts with increased funding when enrollment levels remain steady. Because the 
50% ISER was funded at 50% outside the formula in FY2008 and now at 50% inside the formula (in 
statute) for FY2009, this will likely not generate a revenue increase for districts in FY2009. In general, 
expect to see flat revenues from ISER in FY2009 with gains in future years if district enrollment levels 
remain steady. HB273 also implements increased intensive special education student funding over a three 
year period beginning in FY2009. There will be some revenue increases from the intensive component in 
the FY2009 budgets, but these increases will be most noticeable in the larger districts that are not 
requesting waivers. Finally, HB273 implements a hold harmless provision that provides districts a portion 
of the funds that would be lost from a decrease in the school size adjusted enrollment caused by lower 
enrollment When districts decrease 5% or more from prior year to current year in the school size adjusted 
enrollments, the hold harmless provision provides 75% funding for the decrease in year one, 50% in year 
two and 25% in year three. This hold harmless provision allows districts time to plan and adapt to the 
lower enrollment and funding levels. The hold harmless provision does not significantly affect the 
current budget and waiver process, but this provision will help to stabilize districts if the enroliments 
come in low during the actual October 2008 count period for FY2009. 

Another item affecting FY2009 are TRS and PERS rates. FY2009 is the second year that the legislature 
has made a direct appropriation to the TRS and PERS retirement plans and reduced the rates that 
employers are required to pay. This direct appropriation and reduced employer rate frees up the money 
that was spent on the higher TRS and PERS rates to be spent on other expenditures at the district For 
FY2009, the TRS rate that school districts are required to contribute is 12.56% and the PERS rate is 22%. 
Due to required governmental accounting standards that the state and school districts are required to 

Department of Education & Early Development JO/2li'-008 Page I of7 
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follow, even though school districts are contributing at the 12.56% and 22% rates, the budgeted revenues 
and expenditures must include the portion that the state directly deposits to the plans. Districts must 
increase their revenues and expenditures in budgets and audits to show the portion the state contributed. 
Therefore, in general, budgeted expenditures will be higher in FY2009 even when other factors at the 
district remained flat. The entry for the retirement on-behalf is most noticeable in the instructional 
categories due to the savings from 54.03% down to 12.56% from the TRS rate. FY2008 was the first·year 
and a transitional year for the on-behalf accounting entry so most district budgets do not reflect the 
increased expenditures until FY2009. This means the reader will notice that in general, most district 
budgets are larger in FY2009 and the instructional expenditures are slightly increased. This is in general 
but not true for all districts. In some districts with dropping enrollment, substantial increases in non­
instructional expenditures or other reasons the increased budget or instructional percentages is off-set and 
not apparent. The department identified this element on EED's cover sheet for each district. The 
department took into account the difference this element accounted for when evaluating FY2009 waivers; 
this explanation is provided for those readers who notice the budgets are larger than last year. 

When the department reviewed the FY2009 waivers, the department took into account the impact to the 
instructional percentage from the on-behalf accounting entry and evaluated whether districts had 
maintained or increased instructional spending without regard to the accounting entry. We found that 
districts did maintain prior instructional budgeting practices and that the districts continued to follow the 
intent of the law for instructional spending. We evaluated where districts directed funding that was freed 
up from lower retirement rates or funding increases. We found that, in general, the freed up funding from 
decreased retirement rates or increased funding went to instructional categories or to non-instructional 
fixed cost categories such as energy. For all districts, we evaluated the increases to non-instructional 
categories and followed up with districts when additional information was needed. The department's 
recommendation for a district's waiver is based on the districts' information and explanations. 

After taking into account the TRS/PERS changes and increases in other categories such as energy, the 
FY2009 budgets and waiver requests continue to follow the two patterns identified over the past five 
years during the budget and waiver review. The two patterns identified are that waiver requests are most 
often needed from: 1) Districts with budgets of approximately $3 million or less, and 2) Districts with 
operations and maintenance over 20% of the operating fund budget. 

For FY2009, there are eight school districts requesting budget waivers that have operating budgets of 
approximately $3 million dollars or less. These range from Pelican ($596,797) to Pribilof($2,827,102). 
All eight districts were under $3 million and requested budget waivers in both FY2007 and FY2008. The 
eight districts with operating fund budgets below $3 million are identified in the schedule on page six of 
this report. 

For FY2009, there are 15 school districts in the category of Operations and Maintenance expenditures 
over 20%. The 15 districts with operations and maintenance expenditures of 20% are identified in the 
schedule on page six of this report. In many of these districts there were mUltiple rural sites contributing 
to high operations and maintenance. Energy costs were a significant component in the costs in this 
category. 

The remaining five districts requesting waivers have a variety of components that contribute to falling 
below the 70%. The board packet includes all 28 school district waiver requests. The department will 
present these waiver requests, provide additional information, and answer questions during the October 
27, 2008 board meeting. 

Conclusion: 

Department of Education & Early Development 10/23/2008 Page 2 of7 
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The department's internal auditors review the budgets when they are received on July 15 of each year. 
The budget review includes many components including compliance with law and regulation; review of 
revenues; review of expenditures at the object level; review of beginning and ending fund balance; review 
of use of chart of accounts for consistent statewide reporting; observation of staffing levels by function; 
observation of progress towards 70% as revenues increase; and a phone call and discussion with each 
district superintendent and/or business manager. During this process the districts correct any outstanding 
items. 

After the budget review, those districts below 70% must revise their budget or submit a waiver to the state 
board. The department's internal auditors review the waivers when they are received September 20 of 
each year. The waiver review covers multiple components, including checking for accuracy to make sure 
that the dollars and issues discussed match the district's budget. The internal auditors review total 
revenues from current to prior years and evaluate changes to expenditure levels in each function. The 
districts' reasons and causes are evaluated to ensure that the reasons forwarded to the state board 
correspond to the dollars and activities as reported in the budgets and audits; for example, if the district 
reports insurance costs increased, the department compares insurance expense at the district over several 
years to confirm the increase. 

The waiver review process was developed to provide assistance to the state board in their decision making 
process and to provide specific information to include in the department's April 15 annual report to the 
Legislative Budget & Audit Committee. The following three spreadsheets summarize components of the 
70% minimum instructional expenditure requirement: 

• Operating Fund Minimum Expenditure for Instruction and Summary 
• Districts' Reasons and Causes for FY2009 Budget Waiver Requests 
• Minimum Expenditure for Instruction Calculation Overview . 

Department of Education & Early Development 10/23/2008 Page 3 of? 



• 

• 

5423 

To: Members of the State Board of 
Education & Early Development 

October 14, 2008 

From: Larry LeDoux, Commissioner Agenda Item: 5.20 

• ISSUE 
In accordance with AS 14.17.520 the board is asked to consider the Pelican City Schools 
FY2009 request for waiver of the 70% minimum expenditure for instruction requirement. 

• BACKGROUND 
Pelican City Schools FY2009 Operating Budget Expenditures: 

Function FY08 Dollars FY08% FY09 Dollars FY09% 

Instructional: 100 - 400 $296,732 59% $353,140 

School Administration Support Services: 450 32,455 6% 40,418 

District Administration: 510 21,004 4% 21,622 

District Administration Support Services: 550 34,436 7% 42,832 

Operation & Maintenance: 600 109,869 22% 127,785 

Student Activities: 700 7,900 2% 11,000 

Community Services: 780 0 0% 0 

Total $502,396 1000/0 $596,797 

Historv of Instructional Ex enditures Requiring a Waiver and Actual Enrollments 
FYOI FY02 FY03 FY04 FY05 FY06 FY07 FY08 

Instructional % 68% 58% 59% 63% 61% 56% 60% 59% 
Enrollment '" 23 19 18 15 II 14 15 16 

• PelIcan City School Dlstnct operates one school in the commumty of Pehcan. The 
FY2009 enrollments are budget projections. 

59% 

7% 

4% 

7% 

21% 

2% 

0% 

1000/0 

FY09 
59% 

15 

The FY2009 budget includes TRSIPERS on-behalf which was not included in the 
FY2008 budget. The TRS/PERS on-behalf increases the instructional expenditures and 
accordingly the total expenditures for FY2009. 

• OPTIONS 
Grant the Pelican City Schools request for waiver of the FY2009 70% minimum 
expenditure for instruction requirement. 
Deny the district's request. 

• ADMINISTRATION'S RECOMMENDATION 
Approve the district's waiver request based on the districi's reasons and causes: 

• Low district-wide enrollment. 
• Operations and maintenance. 

• SUGGESTED MOTION 
I move the State Board of Education & Early Development grant the Pelican City 
Schools FY2009 request for waiver of the 70% minimum expenditure for instruction 
requirement in accordance with AS 14.l7.520(d). 
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September 30, 2008 

REVISED 

State of Alaska Board of Education &. Early Development .. -
801 West 10 Street, Suite 200 
PO Box 110500 
Juneau Alaska 99811 

PELICAN SCHOOL DISTRICT'S REOUEST FOR WAIVER 

Pelican City School District 
101 South Salmon Way 

Box 90 
Pelican. Alaska AK 99832 

Voice: (907)735-2236 
Fax: (907)735-2263 

Email: psd@pelicanschool.org 

The Pelican School District requests a waiver for not meeting the minimum expenditure for Instruction 
requirement of AS 14.17.520. Although we are submitting a revised budget to reflect minor -changes In 
personnel costs, the percentage for Instruction remains at 59%. Expenditures of $S96,797 for FY-09 will 
require the use of $49,000 of carry over funds. 

Ai-thoug"- the sChiiOi sOard is committed to being aCCountable for provlitlilg Increa5ed academlcgrOWtIi for 
each of its students in the most efficient manner, we are unable to comply with the minimum expenditure 
for Instruction due to continued low enrollment (16 ADM) and the escalating costs for energy, freight, 
transportation, operations and maintenance. The round trip airfare from Pelican to luneau Is only $30 less 
than the aist of flying round trip to Seattle from luneau. These things are beyond our control. The items 
budgeted outside of instruction are fixed and necessary to maintain the facilities and support the program. 
There are no extras, and limited funding due to minimum enrollment does not allow us to provide music or 
art programs in the classroom for our kids. We have two certified teachers and 1.10 aides. (77% paid for by 
grants.) Our Superintendent/ Principal administrative services total fte .25 and Business Manager/Tech 
Support services are combined into a .75 fte position. It should be noted that an additional $41,000 In 
grants for FY-09 will be spent In Instruction. 

Increased state support and conservative spending last fiscal year allowed the Board to transfer $31,000 to 
it's CIP fund, to assist in replacing the boiler In the high school this fall, which Is an urgent need, and to 
contribute to the District's $900,00 local share of It's major maintenance grant request to the legislature. 
It's unknown at this point where the balance of the local share will come from. 

Providing education services in the most efficient manner continues to be the goal and focus of the School 
Board. We appreCiate your consideration of our request. 

Connie Newman 
Superintendent 

ce: Ralph Samuels, LB&.A 
Elwin Blackwell 
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To: Members of the State Board of 
Education & Early Development 

October 14,2008 

From: Larry LeDoux, Commissioner Agenda Item: 5.5 

• ISSUE 
In accordance with AS 14.17.520 the board is asked to consider the Bristol Bay Borough 
School District's FY2009 request for waiver of the 70% minimum expenditure for 
instruction requirement. 

• BACKGROUND 
I h Bnsto Bay Borougl d d' School Dlstnct FY2009 Operating Bu 1get Expen ltures: 

Function FY08 DoUars FY08% FY09 DoUars FY09% 

Instructional: 100 - 400 $1,851,588 600/, $2,336,724 63% 

School Administration Support Services: 450 75,775 20/, 86,484 2% 

District Administration: 510 186,903 60/, 224,385 6% 

District Administration Support Services: 550 204,497 70/, 228,380 6% 

Operation & Maintenance: 600 706,851 230/, 774,594 210/, 

Student Activities: 700 78,090 20/, 80,004 2% 

Community Services: 780 0 00/, 0 0% 

Total $3,103,704 100·;' $3,730,571 1000/, 

H' t IS ory 0 fl nstructIona IE d' xpen Itures R equmng a W' alver an dA ctua I E II nro ments 
FYOI FY02 FY03 FY04 FY05 FY06 FY07 FY08 

instructional % 69% 69% 68% 63% 62% 62% 64% 60% 
Enrollment * 243 237 234 195 184 179 188 182 .. 

• BrIstol Bay Borough School DIstrIct operates two schools In two commuDltles. The 
FY2009 enrollments are budget projections. 

FY09 
63% 
154 

The FY2009 budget includes TRSIPERS on·behalf which was not included in the 
FY2008 budget. The TRSIPERS on-behalf increases the instructional expenditures and 
accordingly the total expenditures for FY2009. 

• OPTIONS 
Grant the Bristol Bay Borough School District's request for waiver of the FY2009 70% 
minimum expenditure for instruction requirement. 
Deny the district's request. 

• ADMINISTRATION'S RECOMMENDATION 
Approve the district's waiver request based on the district's reasons and causes: 

• High cost of operations and maintenance and energy. 
• Declining enrollment. 
• High costs related to transportation and shipping. 

• SUGGESTED MOTION 
I move the State Board of Education & Early Development grant the Bristol Bay 
Borough School District's FY2009 request for waiver of the 70% minimum expenditure 
for instruction requirement in accordance with AS 14.17.520(d). 
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JACK WALSH 
SUf"RftIr'4TF.NCI!NT 

PHONE: (907) 246-4225 
FAX: ("07) 2/16-6851 

E-MAIL: l.Nalah@nnk.gclaa.net 

September 22, 2008 

A laska Department of Education & Early Development 
Office of the Commissioner 
ATIN: Dottie Knuth, Executive Secretary to the Board 
801 West 10th Street, Suite 200 
P.O. Box 110500 
Juneau, AK 99811-0500 

".'/ 
," ..... . 

Subject: Revised FY09 School Operating Budget and Waiver Request 

Dear Chairperson Cox and Members of the State Board: 

SHEILA EVERHART 
~INCIPAL 

PHONE: ("7) 24804~" 
FAX: (g07) 24\B~447 

E-MAIL: aeverhart@nnk.gciBB.net 

The Bristol Bay Borough School District acknowledges its statutory responsibility to 
expend 70% of its operating budget on instruction. and to do all that it can to keep our 
administrative costs at 30% or less of our total budget. This has been a challenge fot our 
district for many years, and again this year I am requesting that-we be granted a waiver in 
accordance with AS 14.17.520(d). 

The Bristol Bay Borough School District requests a waiver to the 70% minimwn 
expenditure for instruction requirement due to reasons and causes beyond the district's 
control. including the high costs of heating and utilities, the declining student enrollment, 
and the high costs associated with shipping for needed supplies and equi.pment. bringing 
in service providers and technical assistance to our community. and staff. student, and 
administrative travel for activities and profeSSional development opportunities. 

To illustrate each of the reasons listed above.! have written a few general remarks and 
included detail that may help further explain the challenges we face in Naknek. 

Heating costs, electricity, and fuel costs continue to have a growing impact on our overall 
budget. In 2008-2009 these costs are estimated to be over $320,000.00 or approximately 
9 % of our entire budget. This is an overall increase of approximately $35,000.00 from II 
year ago. 
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BBBSD Waiver Requilst 
Page 2 
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Transporting goods to rural Alaska will always be expensive and more and more we see 
service providers attaching fuel surchat'ges to the costs of every air and barge load. It is 
also a common practice of our utility providers. Having less students in the building 
means less revenues, but it also means those tilted costs associated with transportation, 
and heating and lighting a building are spread between less students and we have no real 
control in this area. Our declining enrollment is due mostly to the high costs of goods 
and services in the region and we believe it is noUn indication of our community's 
distrust or dissatisfaction with our school programs. 

Staff turnover and staffing costs were also part of why we must request a waiver. Once 
again this year the district hired three new teachers and a new administrator, and in each 
case the salary and benefit packages for the new employees was less than the person was 
paid last year for the same job. We are making an effort to put more money into 
professional development for teachers and other staff and in time that commitment will 
make a difference in reducing all staff turnover. In time we will do more to support new 
teachers and mentoring efforts and that could make all the difference in helping our new 
hires stay in Naknek for a longer period of time. 

In spite of our projection 000 less students, our board supported maintaining staffing at 
the same levels as last year. This helped eliminate the shift in percentages that would 
have occurred if we had reduced our teaching staffby 2·3 teachers, as might happen 
whenever we see a 30 student drop in enrollment. Our commitment to put qualified staff 
in front of students and to make sure those services continue at the same level is 
important. 

Travel costs to bring in related service statito support special education needs and 
persons who provide or participate in staff development opportunities is another cost that 
is often beyond our control. I.n our region, where there is a single air carrier bringing in 
pa~sengers for most of the school year, there is little competition and limited options in 
terms of what we will pay for these opportunities and required services. 

I could list other concorns, but these are the ones that I feel adequately illustrate our 
situation. In reviewing other waiver requests from previous superintendents, I understand 
the importance of due diligence in this area to always strive for the 70/30 goal and I 
remain committed to that end. In this latest budget revision I have tried to shift monies to 
staff development and classroom materials and resources that will make a difference in 
the way we serve students and positively impact our student performance. An effort is 
being made 1(I bring the community together and look at our long range goals and plans 
so that we can work proactively and not reactively, especially in the areas of staffing, 
educational technology, and instructional supplies and materials central to our .mission. 
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BBBSD Waiver Request 
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The Board hIlS known for many years that we must continue to rely on the superintendent 
and the building principal to shoulder responsibility for oversight and management of our 
curriculum and instruction, assessment, special education, personnel and human 
resources, community schools, federal programs and grants, and all other programs that 
might be handled by additional administrators in a larger district. We also acknowledge 
that other staff members help in these areas, and so many others. In this way we keep our 
administrative overhead down in both numbers and overall costs. We continue to be 
committed to those goals. 

It is for those reasons listed and others that the Bristol Bay Borough School District 
requests the Department's approval of its revised FY 2009 School Operating Fund 
Budget as well as our Waiver Request, both of which are enclosed. 

Re ectfully yours, 

~J"'~CA.J~ 

Cc: Thc Honorable Ralph Samuels, Chair (LB&A) 
Elwin Blackwell, Internal Auditor (DEED) 
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To: Members of the State Board of 
Education & Early Development 

October 14, 2008 

From: Larry LeDoux, Commissioner Agenda Item: 5.7 

• ISSUE 
In accordance with AS 14.17.520 the board is asked to consider the Copper River School 
District's FY2009 request for waiver of the 70% minimum expenditure for instruction 
requirement. 

• BACKGROUND 
ChI oDDer River Sc 00 Dlstnct FY 20 d E 09 Ooeratml! Bu jl!et d' xoen ltures: 

Function FY08 Dollars FY08 % FY09 Dollars FY09% 

Instructional: 100 - 400 $4.649,177 67% 5,454,899 68% 

School Administration Support Services: 450 205,155 3% 249,481 3% 

District Administration: 510 159,124 2% 189,295 2% 

District Administration Support Services: 550 404,321 6% 437,571 6% 

Operation & Maintenance: 600 1,528,081 22% 1,649.624 21% 

Student Activities: 700 0 0% 0 0% 

Community Services: 780 0 0% 0 0% 

Total $6,945,858 1000;. $7,980,870 1000;. 

Historv of Instructlona Ex d' en Itures Reaulrlnl! a Waiver an dA ctua IE II nro ments 
FY01 FY02 FY03 FY04 FY05 FY06 FY07 FY08 FY09 

Instructional % 69% 69% 69% 69% 69% 69% 68% 67% 68% 
Enrollment * 690 714 675 658 640 610 560 519 

• Copper River School District operates six schools in five communities. The FY2009 
enrollments are budget projections. 

The FY2009 budget includes TRSIPERS on-behalf which was not included in the 
FY2008 budget. The TRSIPERS on-behalf increases the instructional expenditures and 
accordingly the total expenditures for FY2009. 

• OPTIONS 
Grant the Copper River School District's request for waiver of the FY2009 70% 
minimum expenditure for instruction requirement. 
Deny the district's request. 

• ADMINISTRATION'S RECOMMENDATION 
Approve the district's waiver request based on the district's reasons and causes: 
• Declining enrollment. 
• Operations and maintenance costs. 
• Maintaining mUltiple sites with smaller student popUlations across the district. 

• SUGGESTED MOTION 
I move the State Board of Education & Early Development grant the Copper River 
School District's FY2009 request for waiver of the 70% minimum expenditure for 
instruction requirement in accordance with AS 14.17.520(d). 

502 

---------------------
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Copper River School District 

September 19, 2008 

Chistochina 
Copper Center 
Gakona 
Glennallen 
Kenny Lake 
Slana 

State of Alaska Board of Education & Early Development 
801 West 10th Street, Suite 200 
PO Box 110500 
Juneau, AK 99811-0500 

Dear State Board of Education & Early Development: 

Office of the Superintendent 
P.O. Box 108 
Glennallen, AK 99588 
(907) 822-3234 ext. 223 
(907) 822-3949 fax 

Alaska Department gf Edy~ail." 
& Early novoJopmeftt 

SEP 25 2008 
Commissioner's Office 

The Copper River School District is requesting a waiver of the 70% minimum 
expenditure for instruction as set forth in AS 14.713.520_ 

During the past school year the District has continued its efforts to provide educational 
services in the most financially efficient manner, without lowering its high quality of 
education and teaching standards. The District will continue to try to meet the minimum 
expenditure requirement by reviewing expense classifications and working directly with 
the Department of Education. 

Each school in the Copper River School district made Adequate Yearly Progress for 
2007-2008 school year. Our district's success is based on a strong and deliberate 
administrative support system that provides staff development, instructional leadership, 
and managerial support that enables teachers and instructional aides the freedom to focus 
on individual student achievement. 

The main factors that result in the District not meeting the 70% instructional expenditure 
are described as follows: The district ADM has dropped by lOY students over the past 3 
school years (18% decrease) which reduces our revenue. This drop in ADM does not 
change the high fixed costs necessary to maintain a facility. Therefore, our Maintenance 
Budget negatively affects the 70% instructional expenditures. Also our District covers 
approximately 23,100 square miles with school sites that have small populations. This 
equates to .02 students per square mile. The per student cost to operate and maintain 
these facilities is greater due to their small size (ranging from $ I ,975 per student to 
$5,039 per student). 
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The District operations and maintenance budget (0 & M) represents 21% of the school 
operating fund expenditures. These fixed 0 & M costs do not allow the District to meet 
the 70% instructional expenditure which is beyond our control. 

The Workers' Compensation rate has increased by .85% for all employees except the 
Maintenance/Custodial staff which has increased by .95%. Healthllife insurance has 
increased by 8.48%. 

On behalf of the Copper River School District Board of Education and the students, the 
District is requesting a waiver ofthe 70% requirement for expenditures in instruction as 
set forth in AS 14.713.520. 

Sincerely, 

Loreen M. Kramer 
Acting Superintendent 

Cc: The Honorable Ralph Samuels, Chair 
Legislative Budget and Audit Committee (LB&A) 

2 
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To: Mem bers of the State Board of 
Education & Early Development 

October 14, 2008 

From: Larry LeDoux, Commissioner Agenda Item: 5.13 

• ISSUE 
In accordance with AS 14.17.520 the board is asked to consider the Klawock City School 
District's FY2009 request for waiver of the 70% minimum expenditure for instruction 
requirement. 

• BACKGROUND 
k . S h I Kawoc CIty c 00 Dlstnct FY2 o d E 09 Operatmg Bu jget d' xpen Itures: 

Function FY08 Dollars FY08% FY09 Dollars FY09% 

Instructional: 100 - 400 $1,540,285 660/< $1,847,068 66% 

School Administration Support Services: 450 50,946 20/< 98,531 3% 

District Administration: 510 224,236 90/< 276,642 10% 

District Administration Support Services: 550 92,286 40/< 103,286 4% 

Operation & Maintenance: 600 347,237 150/< 387,409 140/< 

Student Activities: 700 93,098 40/< 102,287 3% 

Community Services: 780 0 00/< 0 0% 

Total $2,348,088 100% $2,815,223 1000;. 

H' IstOry 0 fI nstrucUona IE d' xpen Itures R eqUIrlng a W' alver an dAt IE II c ua nro ments 
FYOI FY02 FY03 FY04 FY05 FY06 FY07 FY08 FY09 

Instructional % 66% 63% 67% 68% 67% 66% 66% 
Enrollment * 208 174 159 148 160 136 140 136 134 

* Klawock CIty School Dlstnct operates one school m the communIty of Klawock. The 
FY2009 enrollments are budget projections. 

The FY2009 budget includes TRSIPERS on-behalf which was not included in the 
FY2008 budget. The TRS/PERS on-behalf increases the instructional expenditures and 
accordingly the total expenditures for FY2009. 

• OPTIONS 
Grant the Klawock City School District's request for waiver of the FY2009 70% 
minimum expenditure for instruction requirement. 
Deny the district's request. 

• ADMINISTRATION'S RECOMMENDATION 
Approve the district's waiver request based on the district's reasons and causes: 

• Lower enrollment. 
• Fixed non-instructional costs. 

• SUGGESTED MOTION 
I move the State Board of Education & Early Development grant the Klawock City 
School District's FY2009 request for waiver of the 70% minimum expenditure for 
instruction requirement in accordance with AS 14.17.520(d). 
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KlawockCity School District 
P.o. Box 9 Klawock, Alaska 99925 907-755-2220 Fax: 907-755-2913 

Richard E. Carlson 
Superintendent 

September 19, 2008 

State of Alaska Board of Education & Early Development 
80 I West 10th Street, Suite 200 
P.O. Box 110500 
Juneau, AK 998 I 1-0500 

Dear State Board of Education: 

Jim Holien 
K -12 Principal 

Alaska Department of Educ."vu 
& Early Development 

SEP 222008 
CO!llmissioner's Office 

Please accept this waiver request from the Klawock City School District pursuant to 
Alaska Statute 14.17.520. The Klawock City School district requests a waiver to the 
70% minimum expenditure for instruction requirement due to causes beyond the control 
of the district. 

Despite our best efforts the district's ability to reach 70% continues to be challenged by 
low enrollment due to the regional economy aod increasing fixed non-instructional costs. 
These fixed costs include energy, health insuraoce, traosportation and shipping and 
professional services. 

Our district has maintained instructional spending in spite offlat revenues and rising 
costs. After taking into account the FY2009 required accounting entry for the state's 
PERSfTRS contribution, our actual dollars and percentage support spent in the 
instructional categories has been maintained at the same level from FY2007toFY2008 
and now FY2009. Again, we have maintained instructional support during a time of 
rising costs and level revenues. We anticipate that other than a very slight increase from 
the $100 base student allocation (BSA), our actual FY2009 state revenues will remain 
nearly identical to FY2008 and FY2007 levels. In other revenue categories, such as local 
and federal dollars, the district anticipates additional challenges due to the effects of the 
regionai economy. 

Specific non-instructional expenditures beyond the control of the district include costs for 
operations and maintenance. The district must provide for increasing energy costs, 
increasing costs for professional services, transportation and shipping. We now expect 
that our actual energy costs will be significantly higher then what was originally 
budgeted. As our facility ages we are experiencing an increasing need to hire professional 
services with expertise, training and certification outside that of our one full-time 

MEETING TOMORROW'S CHALLENGES TODAY 
www.klawockschool.com 
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maintenance employee. For example; we must·hire outside help in the areas of heating, 
plumbing, and electrical and other technical areas in which our maintenance person does 
not have the necessary background. In addition to professional services these services 
also require shipping and travel and those components themselves have also increased 
over the years. 

Other non-instructional fixed costs that impede our ability to reach 70% include items 
such as health insurance and costs associated with maintaining required reporting. For 
the FY2009 school year we have had to increase some hours for several of our non­
certified positions. In the past, we have attempted to handle the increased paperwork 
brought on by state and federal mandates by simply increasing the workload of existing 
employees. This has resulted in burnout and people leaving their positions. As a result 
we have added hours and staff to attempt to compensate for the additional workload. In 
addition, increases in health insurance costs in the non-instructional categories impacts 
our ability to meet the 70%. At this time the district has by chance achieved some 
savings in health insurance in the instructional components because some of our certified 
staff are covered by other health care programs outside the district; this is not the case 
with our non instructional staff and thus causes a higher non-instructional percentage. 
Other challenges in this area include increasing professional fees for required audit and 
compliance requirements. 

It should be noted that with a budget of just slightly more than $2.8 million, cutting costs 
in non-instructional areas is extremely difficult. Many fixed costs cannot be avoided. 
Flexibility is limited by contractual obligation, facility requirements, State and Federal 
mandates, energy costs, supplies and materials costs, shipping and transportation costs 
and the list goes on. 

It must be stated that the Klawock City School District continues to make every effort to 
protect our instructional program. We continue to offer a variety of extended learning 
opportunities for our students and the District has always made "Adequate Yearly 
Progress" under NCLB. 

Our district faces the same challenges with the 70% requirement that we have in past 
years. It is hoped that our work towards the 70%, our student achievement and this 
explanation along with the information provided to the department is acceptable and that 
a request for a waiver will be approved. If you have any questions, please feel free to 
contact me a 755-2917. 

Richard E. Carlson 
Superintendent 
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State Board of Education & Early Development 

Tentative Agenda 
Teleconference Meeting 

October 27, 2008 
Goldbelt Building 

Commissioner's Conference Room 
801 West Tenth St., Second Floor 

Juneau, AK 

12:00 1. Call to Order and Roll Call .................... , ............. Esther Cox, Chair 

12:05 PM 

12:20 PM 

2. Pledge of Allegiance ............................................ Esther Cox, Chair 

3. Disclosures of potential conflicts of interest .............. Esther Cox, Chair 

4. Approval of the Agenda ....................................... Esther Cox, Chair 

Public Comment ..................................................... Esther Cox, Chair 
Public comment is open on agenda items only. Comment at this oral hearing is 
limited to three minutes per person and five minutes per group. In the event that 
there is more than fifteen minutes of public comment the board may move to 
amend the agenda to extend the oral hearing to accommodate those present or on 
line before 12 noon, or those signed up prior to the meeting, who did not have an 
opportunity to comment. The board also reserves the right to adjourn at a later 
time. 

5. School District Budget Waiver Requests 
.................................................................................... Commissioner LeDoux 
........................................................................................................ Eddy Jeans 

5.1 
5.2 
5.3 
5.4 
5.5 
5.6 
5.7 
5.8 
5.9 
5.10 
5.11 
5.12 
5.13 
5.14 
5.15 
5.16 
5.17 
5.18 
5.19 
5.20 
5.21 

Alaska Gateway School District 
Aleutian Region School District 
Aleutians East Borough School District 
Bering Strait School District 
Bristol Bay Borough School District 
Chatham School District 
Copper River School District 
Cordova School District 
Hoonah City School District 
Hydahurg City School District 
Iditarod Area School District 
Kake City School District 
Klawock City School District 
Kuspuk School District 
Lake and Peninsula School District 
Lower Yukon School District 
Nome Public Schools 
North Slope Borough School District 
Northwest Arctic Borough School District 
Pelican City Schools 
Pribilof School District 
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State Board of Education & Early Development 
TENTATIVE Business Meeting Agenda 
October 27, 2008 
Page 2 of2 

1:30 PM 

1:45 PM 

2:00 PM 

2:10 PM 

5.22 Saint Mary's School District 
5.23 Southeast Island School District 
5.24 Southwest Region School District 
5.25 Tanana City School District 
5.26 Wrangell Pnblic Schools 
5.27 Yukon Flats School District 
5.28 Ynkon Koyukuk School District 

Other Business 

6. Approve Appointment of Mt. Edgecumbe Advisory Board Members 
............................................................... Commissioner LeDoux 

7. Approve Appointment of Director of Assessment, Accountability & 
Information Management .............................. Commissioner LeDoux 

Board Comments 

Adjourn 
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To: Members of the State Board of 
Education & Early Development 

From: Larry LeDoux, Commissioner 

• ISSUE 

October 14, 2008 

Agenda Item: 5 

The board is asked to consider 28 school district requests for waiver of the 70% minimum 
expenditure for instruction requirement for Fiscal Year 2009 budgets. 

• BACKGROUND 
• AS 14.17.520 requires that a school district budget for and spend a minimum of70% 

of its school operating expenditures in each fiscal year on the instructional component 
of its budget. The requirement was phased in over three years from 60% to 70%. 
FY2001 was the first year of the full 70% requirement. AS 14.17.520(d) allows a 
district unable to comply with the requirement to request a waiver from the board. 
The board may grant the waiver if it determines that the district's failure "was due to 
circumstances beyond the control of the district." A copy of AS 14.17.520 follows 
this memorandum. 

• The law requires that the board consider requests for waivers under two separate 
conditions. Each fall, the board considers waivers of the requirement based on the 
school district's proposed budget for the current school year. In the spring, the board 
is asked to consider waiver requests if a school district had budgeted at the required 
amount but failed to meet the requirement on the actual audited expenditures for the 
prior school year. The following table highlights the required instructional percentage 
since the minimum expenditure law was passed and the number of waivers requested 
and granted under both the budget and audit requirements: 

# of Budget 
Fiscal Year % Required Waivers Granted # of Audit Waivers Granted 

1999 60% 13 2 
2000 65% 16 4 
2001 70% 24 0 
2002 70% 29 I 
2003 70% 27 3 
2004 70% 32 I 
2005 70% 32 I 
2006 70% 32 I 2 
2007 70% ?4 5 
2008 70% 24 Consider in March 2009 

• After review, analysis, and investigation of FY2009 budgets, the department sent 
notification to each district accepting or rejecting its budget. 

• The department has prepared a seven-page overview detailing the process, history, 
results and calculations for the minimum expenditure requirement. The instructions to 
the affected school districts and the seven-page overview follows this memorandum. 

• The requests and supporting documentation are provided for each district under 
separate tabs. 
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• OPTIONS 
Approve all 28 district waiver requests. 
Approve each individual district waiver request. 
Do not approve the district waiver requests. 

• ADMINISTRATION'S RECOMMENDATION 
Approve all 28 district waiver requests. 

• SUGGESTED MOTION 
I move the State Board of Eduction & Early Development approve the district waiver requests 
for 70% minimum expenditure for instruction requirement for Fiscal Year 2009 for the 
following school districts: Alaska Gateway, Aleutian Region, Aleutians East Borough, Bering 
Strait, Bristol Bay Borough, Chatham, Copper River, Cordova, Hoonah City, Hydaburg City, 
Iditarod Area, Kake City, Klawock City, Kuspuk, Lake and Peninsula, Lower Yukon, Nome 
City, North Slope Borough, Northwest Arctic Borough, Pelican City, Pribilof, Saint Mary's, 
Southeast Island, Southwest Region, Tanana City, Wrangell Public, Yukon Flats, and Yukon 
Koyukuk . 
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Alaska Statute 14.17.520 

Sec. 14.17.520. Minimum expenditure for instruction. 

(a) A district shall budget for and spend a minimum 0[70 percent of its school operating 
expenditures in each fiscal year on the instructional component of the district budget. 

(b) The commissioner shall reject a district budget that does not comply with (a) of this 
section and, unless a waiver has been granted by the board under (d) of this section, shall 
withhold payments of state aid from that district, beginning with the payment for the second 
full month after rejection and continuing until the school board of the district revises the 
district budget to comply with (a) of this section. 

(c) The commissioner shall review the annual audit of each district for compliance with 
the expenditure requirements of (a) of this section. If the commissioner determines that a 
district does not meet those requirements, the commissioner shall advise the district of the 
determination, calculate the amount of the deficiency, and deduct that amount from state aid 
paid to the district for the current fiscal year. A deduction in state aid required under this 
subsection begins with the payment for the second full month after the determination, unless 
a waiver has been granted by the board under (d) of this section. 

(d) A district that has been determined by the commissioner to be out of compliance with 
the requirements of this section may, within 20 days of the commissioner's determination, 
request a waiver by the board of the imposition by the commissioner of any reduction in 
state aid payments under (b) or (c) of this section. The request must be in writing and must 
include an analysis of the reasons and causes for the district's inability to comply with the 
requirements of this section. The board may grant the waiver if the board determines that the 
district's failure to meet the expenditure requirements of this section was due to 
circumstances beyond the control of the district. The request must also be submitted to the 
Legislative Budget and Audit Committee, which shall review the district's request and 
forward the committee's recommendations on it to the board. 

(e) The commissioner shall submit an annual report on actions taken by the 
commissioner or the board under this section to the Legislative Budget and Audit 
Committee by April 15 of each year. 

(1) In this section, "instructional component" includes expenditures for teachers and for 
pupil support services. 
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Department of Education & Early Development 
Division o/School Finance 

September I, 2008 

Dear Superintendent: 

SARAH PALIN, GOVERNOR 

Goldbelt Place 
80} West frY' Slreet, Suite 200 
PO Box Jl0500 
Juneau, Alaska 9981 }·0500 
(907) 465·8679 
(907) 463·5279 Fax 
Eddy.Jeans@alaska.gov 

In accordance with regulation 4 AAC 09.120, the Alaska Department of Education & Early 
Development (the department) reviewed your FY 2009 school operating fund budget and rejected it, 
at this time, for not meeting the 70% minimum expenditure for instruction requirement in Alaska 
Statute 14.17.520. Alaska Statute 14.17.520(d) allows a district to request a waiver from the 
requirements of this statute within 20 days of this determination. A revised budget or waiver request 
must be submitted to the department by September 20, 2008. 

The waiver request letter must include a statement of the reason(s) and cause(s) that are beyond the 
district's control and account for the district's inability to comply with the minimum expenditure for 
instruction requirement. The body of the waiver request letter is to contain a persuasive argument 
providing detailed information to support the reasons and causes that account for the districts 
inability to comply with the minimum expenditure for instruction requirement. You are encouraged 
to submit any additional documentation that would aid the department in understanding more fuBy 
the reason(s) and cause(s) behind the districts inability to comply with the minimum expenditure 
requirement. 

Enclosed is a document outlining the budget review and waiver request instructions and a spreadsheet 
with the district's function and object code comparisons. [fyou need further information, assistance 
is available from the Department of Education & Early Development, Division of School Finance. 
Please contact Elwin Blackwell at (907) 465-8665. 

Sincerely, 

Eddy Jeans 
Dircctor 

Enclosure 
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Budget Review, Waiver Request Letter Instructions and Other Information 

September I, 2008 

The following information is provided to summarize the budget review and waiver process. Further 
information can be obtained from Alaska statutes, regulations, or the Department of Education & 
Early Development - School Finance. 

AS 14.17.520, minimum expenditure for instruction, requires school districts to budget and expend 
70% of their school operating expenditures on instruction. Budgets are due to the Department of 
Education & Early Development (the department) by July IS, annually. The calculation forthe 
FY2009 budgeted minimum expenditure for instruction is functions 100-400 divided by functions 
100-780. 

Budget Review 
Following the July IS due date, the department reviews each budget and notifies the district by 
September I of approval or rejection. As presented in 4 AAC 09.120, a budget will be rejected when: 

I. not in the form required by the department; 
2. not balanced; 
3. does not meet the local effort provisions of AS.14.17; or 
4. does not meet the minimum expenditure for instruction requirement of AS 14.17.520. 

Notification that a budget is rejected will include the department's specific reasons for the rejection. 
A district must resubmit an amended budget within 20 calendar days of the date of the notification for 
those budgets rejected under I, 2 or 3 above. For those budgets rejected under 4 above, the district 
must either resubmit an amended budget that complies with the requirement or request a waiver from 
the State Board of Education & Early Development within 20 calendar days of the date of the 
rejection notification. 

Waiver Request Instructions 

For FY2009 there is a new format for the waiver request. The waiver request must contain two 
parts: 

PART 1) a separate Cover Letter to the state board with a copy sent to LB&A and a copy sent 
to the department. The cover letter should request the waiver and include the reasons and 
causes and supporting information for the waiver request. 

PART 2) Additional information in the form ofthe template (used in prior years and described 
below) sent to Elwin Blackwell at the department. 

PART I: The waiver request is to be in a letter format and is to be addressed to the State Board of 
Education with a carbon copy going to the chair of the Legislative Budget and Audit committee. The 
waiver request letter should start by requesting a waiver from the State Board of Education then 
move to the reasons and causes statement. 

The reasons and causes statement must clearly identity the reasons and causes that are beyond the 
districts control and prevent the district from budgeting in compliance with the minimum expenditure 

2 
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for instruction requirement. The reasons and causes statement should be clear, such as, "The 
[District Name} requests a waiver to the 70% minimum expenditure/or instruction requirement due 
to reasons and causes beyond the districts control including [districts reasons and causes, examples 
declining enrollments, increasing energy costs}. " A comparative spreadsheet has been supplied that 
details out by function and object code the districts current and prior year budgets and the last three 
years audited financial statement information, The spreadsheet should be used as a tool to aid the 
district in identifying and explaining the reasons and causes for not meeting the minimum 
expenditure for instruction requirement. 

The paragraphs that follow the reasons and causes statement are to contain an explanation and 
discussion of the details supporting the reasons and causes. These paragraphs should convince the 
State Board of Education that it is not possible based on the reasons and causes to budget at the 
minimum expenditure for instruction. If the district, for example, cited declining enrollments in the 
reasons and causes then the district would want to explain the decline by telling how much 
enrollments have declined from the prior year or over the last several years. The district would then 
want to discuss how the declining enrollments have impacted funding and the instructional program. 
The district, if relevant, should discuss what they have done to mitigate the impacts on the 
instructional programs. 

The reasons and causes statement, the explanation, and discussion of the details are to be based on the 
current budget. The district may want to include supporting evidence from the prior year financial 
statements that supports the reasons and causes statement. The waiver request letter should conclude 
by summarizing why the district needs a waiver for this budget. 

The State Board of Education & Early Development may grant a waiver if it determines the district's 
inability to meet the requirement is due to circumstances beyond the control of the district. 

In accordance with statute submit your waiver to: 

State of Alaska Board of Education & Early Development 
801 West 10th Street, Suite 200 
PO Box 110500 
Juneau, Alaska 99811-0500 

In accordance with statute a copy of your waiver request must be submitted to: 

The Honorable Ralph Samuels, Chair 
Legislative Budget and Audit Committee (LB&A) 
State Capital, Room 204 
Juneau, AK 99801-1182 

3 
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PART 2: Separately from your cover letter, provide the district template as a work-paper for the 
department's review. The template format is the same as prior years and an example is attached. The 
template includes the budget allocations in table form, a district profile with the location, number of 
schools per community, average daily membership and size of the district and an explanation of 
major events in the instructional functions and major events for the non-instructional functions. The 
district profile should also include pertinent climatic and geographic information and other facts 
providing a clear understanding of the circumstances affecting the cost of delivering educational 
services. 

The additional information is to be submitted to: 

Elwin Blackwell, Internal Auditor 
Department of Education & Early Development 
80 I West 10th Street, Suite 200 
PO Box 110500 
Juneau, AK 99811-0500 

" 

4 
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Southwest 
Region 
School 
District 

P.O. Do" 90 

S74 I( .. "y W"," Road 
Dillingham, AK 99576 

(907)1U2-S21!7· Plio". 
(907) 842-$428' Fax 

Aleknagik 

Clark's Point 

Ekwok 

Koliganek 

Manokotak 

New Stuyahok 

Portage Creek 

Togiak 

Twin Hills 

March 9, 2009 

The Honorable Paul Seaton 
House of Representatives 
Alaska State Capitol, Room 102 
Juneau,AK 99801-1182 

Dear Representative Seaton, 

Ii!I002/002 

We arc writing to you regarding the cUIIellt minimum exp~ requirement 
(70/30 rule) for school districts. We are in support of HB 147, which proposes that 
this requirement be eliminated The 70/30 rule is no longer effective or nCCCSSlU)' 
for financial accountability. The more recent state accountability initiative requires 
analysis of individual schools and districts, resulting in redirection of funds towaId 
instruction. 

The current law requires that school districts spend 70% of their ieneral fund 
budgets on iDstruction. If they do not, the district must submit a waiver request for 
review by the State Board of Education. We are one of the 22 districts that cannot 
meet the 70% requirement, our avemge expenditure on iDstruction is 67%. Due: to 
structura1 issues such as small schools and high utility costs. it has becorne clear 
that there is little possibility that we will reach the 70% goal. 

The waiver process is very time consuming for both the school districts and the 
State Board. If a diMct doCs not apply for and receive a waiver and there is 
spending ofless than 70% on instruction, state funds may be denied. This has 
happened on three occasions, and it is unfairly punitive to rural districts. 

Since the minimum expenditure requirement was put into law, financial 
accountability has improvement, according to the Department of Education and 
Early Development. Furthermore, the State Board of Education has passed a 

. resolution asking that the legislature repeal this requirement. 

Thank you for your consideration of this matter. 

Sincerely, 

Jack Foster 
Superintendent 

CC: Representative Bryce Edgmon 
Senator Lymon Hoffinan 

~att~ 
Lee Ann Andrew 
Director of Administrative Services 
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DISTRICT OFFICE 

BERING STRAIT SCHOOL DISTRICT 
P.O, BOX 225 

UNALAKLEET. ALASKA ;;684·0225 

March 2, 2009 

Representative Paul Seaton 

(D07) &24-3611 

(907) 624-3099 FAX 
nttp:/lWWW.bl«l.Or; 

Chairperson, House Education Committee 
BREVIGMlSSllN State Capitol, Room 102 
OIO~ Juneau,AK 99801 

Dear Representative Seaton: 

OOLOVIN The Bering Strait School District strongly supports HB 147, 
eliminating the 70/30 requirements of AS 14.17.520. While the 
District supports the goal of channeling the maximum educational 

SAINT MICHAEl. dollars to the classroom, the District believes that this statute is not 
SAYOOHGA an effective means toward that end. 
8HAKTOOlD< 

SHISHMAREF From the earliest discussions of the bill that eventually became AS 
14.17.520, the Bering Strait School District has opposed the 

ST<BBINS 
requirement that Alaska school districts expend at least 70 per cent 

'!!LL!R of the operating budget on instruction or risk the threat of loss of 
UNALAICLEET education foundation funding. Our objection is not with the goal, 
WALES but with the rigid standard that fails to factor in the differences in 
WHIT<MOUNTAIlegions, schools and districts. The statute fails to recognize the 

enonnous differences that exist among districts statewide while 
applying one broad brushed standard to all districts. 

More specifically, HB 147, repeal of AS 14.17.520 (the statute), 
shn,u!" h.> p"~~Arl I-.Aca"~"" • v ......... "" "~~v'"" u""" "'~. 

• The statute does not allow for the higher utility and operating 
costs that exist in rural and remote areas. Since the legislation was 
passed in 1995, utility costs have increased over 300 per cent in 
rural areas. The corresponding increases in airline fares and freight 
rates have driven up costs throughout school budgets. These 
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BREVIG MlSSIOII 

!UIoI 

ClsmlCT OFFICE 

BERING STRAIT SCHOOL DISTRICT 
P.o. BOX 22$ 

VNAUlKLEI!T, ALASKA 99&40022. 
1907) 82<-3811 

(907) 624,9099 FAX 
hnp:ffVfWw.MSO.org 

increases have had a more significant impact on small and rural 
districts, The statute makes no provision for cost increases that are 
not distributed evenly at 70 per cent for instruction versus 30 per 
cent for non-instruction. 

• The statute does not allow for the higher administrative costs 
that exist in smaIl and rural districts. Small districts must comply 
with all of the compliance and reporting requirements of large 

GAMBEll districts, In Alaska, district with 200 students is required to file all 
of the same state and federal reports required of a district ten times 
its size. While a large district can spread the administrative burden 
over thousands of students or cover it as part of a $100 million 

SAlNTMICI1AEL budget, smaller districts simply cannot do that. Since 
SAIIQ()NQA administration is categorized as part of the 30 percent for non­
StWCTOOuK instruction, the statute fails to recognize the disproportionate 
SHISIiMoWF burden on small and rural districts. 

81&_ • The statute does not provide any allowance for changing 
TaW! economic conditions and the impact that those changes have on 
UNIolAJQ.EET school budgets. In addition to enormous changes in utility costs, 
WAlES employee benefit costs have increased fourfold since 1995. While 

ITEMOUNTAJunding has been provided by the legislature to cover most of the 
WH mcreases in the retirement plans, other benefits such as health care 

and workers compensation have also taken larger and larger bites 
from the budget. These cost increases do not fall neatly into the 
70/30 plan. They often have a greater impact on the non­
instructional side of the budget. 

5446 

• The waiver process provided in the statute is not a valid tool 
that leads districts to eventual compliance. Over half of all districts 
in the state have been unable to comply with the statute since it 
was implemented. The list of noncompliant districts increases 
almost every year. The process of filing a waiver has become an 
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OISTRIC'l' OFFice 

BERING STRAIT SCHOOL DISTRICT 
P.O.80X225 

UNALAKLEET. ALASKA g9e.8400226 
(~07) £24-3611 

(801) 824-3099 PAX 
I.1Up;/lwww.bald.org 
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arduous task that increases administrative burden but must be 
performed in order for a budget to be accepted by the state. The 
process is time consuming for the districts, for the Department, and 
for the State Board of Education. 

8lIe'I1G MISSION 

DlOIoIEPIi We appreciate the opportunity to comment on this legislation, and 
we look forward to the repeal of AS14.17.520. 

GAIlBELL Sin,)IJ7-

eaLOVIN~ju--:-KOYtJ1( 

im Hickerson, 
SANT S . d upennten ent 
SA'IOONGI. 

TElLER 

WALBS 

wtflT< MOUNTAIN 
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From: 

Sent: 

AI Weinberg [alweinberg@hydaburg.k12.ak.usJ 

Saturday, February 28, 2009 3:30 PM 

To: Rep. Paul Seaton 

Subject: HB 147 

Representative Seaton 

Page 1 of 1 

I am writing in support of HB 147 regarding the repeal of the "minimum expenditure for instruction." I fully 
agree with the rationale supporting the repeal contained in the resolution from the State Board of Education 
and Early Development. 

B. A. Weinberg, CEO 
HYDABURG CITY SCHOOL DISTRICT 

5 4 4 8 2/28/2009 



FISCAL NOTE 

STATE OF ALASKA Fiscal Note Number: 

2009 LEGISLATIVE SESSION Bill Version: HB 147 

o Publish Date: 

~'d2e;:cn~tifi!!:le::.r.l(fi!!:,le:::..:cn::cam=e)t.: ____ ===.,...,..======:::-_____ Dept. Affectee;:dt.: ___________ _ 
Title education funding for instruction RDU 

-----~~~~~~~~~~~~------component--------------

House Education Sponsor 
Requester _______________________ Component Number 

Expenditures/Revenues 
Note· Amounts do not include inflation unless otherwise noted below 

Appropriation 
Required 

OPERATING EXPENDITURES FY 2010 
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous 

TOTAL OPERATING 

ICAPITAL EXPENDITURES 

ICHANGE IN REVENUES ( ) 

FUND SOURCE 
1002 Federal Receipts 
1003 GF Match 
1004 GF 
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other Interagency Receipts 

TOTAL 

Estimate of any current year (FY2009) cost: 

POSITIONS 

I 
Full-time 
Part-time 
Temporary 

ANALYSIS: (Attach a separate page if necessary) 

Prepared by: House Education Committee staff 
Division 

Approved by: Representative Seaton. ( Chairman 
Legislature 

(Revised 911012008 OMS) 
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0.0 

0.0 

FY 2010 

0.0 

I 

I 

0.0 

I 

I 

(Thousands of Dollars) 

Information 
FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 

0.0 0.0 0.0 0.0 

I I I I 

I I I I 

(Thousands of Dollars) 

0.0 0.0 0.0 0.0 

Phone 465-3923 
Datemme 3/2/09 12:00 AM 

Date 3/2/2009 

Page 1 of_ 

0.0 

0.0 

I 
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