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STATE OF ALASKA 1987.,LEGISLATIVE SESSION
. FISCAL NOTE

REQUEST:

Revision Date: 4117187 ,
Title:  An Act reIa_tmgP to the Public
School Foundation ro%ram
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Requestor:

EXPENDITURES/REVENUES:
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EQUIPMENT

LANDA STRUCTURES
GRANTS, CLAIMS
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10599.3
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REVENUE
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GENERALFUND
FEDERAL FUNDS
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TOTAL

POSITIONS:

FULL-TIME
PART-TIME
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2) Phase-in local contribution

10509.3
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3) Amend area differential based on revised department

calculation
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repared by House Finance Committee

Division: .

Approved by Commissiuner.
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Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
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Senate Secretary
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1500.0
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C3 3B 126 (FINANCE) No. 2
FISCAL NOTE CSHB 126 (Fin)
4/23/787
ANALYSIS

I. FULL FUND GOVERNOR'S ORIGINAL BILL WITH INCREASED ENROLLMENT
ESTIMATES

432,385.8 - HB 126
600.0 - Valdez/Harborview

432985.8 - Total Foundation Need
428,086.5 - Governor’s Revised Budget Request (Foundation Component)

(4,899.3) - Needed to Restore Governor's Underfunding

1. PHASE IN LOCAL CONTRIBUTION (2 MIL MINIMUM FY 88, 3 MIL FY 89
AND 4 MIL IT 90)

1.500.0 - Phase in local contribution

I1l. ADJUST AREA DIFFERENTIAL PER DEPARTMENT OF EDUCATION
REQUEST

4.200.0 - Revised area differential
TOTALS

4899.3 -Fullfund

1.500.0 - Phase in local contribution

4.200.0 - Revised area differential

10,599.3 - Total Fiscal Note

Page 2 of 2



Alaska State Legislature

SENATE

Committee on Finance

Official Business P.0. Box v
State Capital
Juneau, Alaska 99811

SENATE FINANCE COMMITTEE
LETTER OF INTENT
FOR

SCS CS HB 126 (Finance)

The Legislature recognizes the additional financial burden placed on
school districts by the requirement that the full cost of the employer-s
share of the Teacher®s Retirement System (TRS) Match be born by the
individual school districts. It is the intent of the Legislature that the
Department of Education evaluate the impact of this change on all school
districts and report back to the Legislature by the 10th day of the
First Session of the Sixteenth Alaska State Legislature any statutory
changes deemed appropriate, including restoration of the state
obligation for one-half the actuarial cost after deduction of the required
employee share.

It is the intent of the Legislature that expenditures from the
appropriation to the Department of Education for the purpose of
mitigating adverse consequences to small single site schools and REAA"s
be brought to the Legislative Budget and Audit Committee for approval
before dispersal. The Department shall bring a recommendation for the
disbursement of the funds to Legislative Budget and Audit no later than
September 1, 1987.

The Legislature recognizes the importance of developing a foundation
funding program that is fair and equitable to all school districts in the
state. The Legislature also recognizes that as a result of the new
foundation plan that some small single site school districts have not
fared equitably under the new funding method. It is the intent of the
Legislature to review and evaluate the new foundation formula by
December 31, 1987, and include information as to the equity of the new
plan on all districts of the state.
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Offered: 4/23/87 wol!57hL
Referred: Rules

Original sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 126 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the public school foundation
program, employer contributions to the Teachers'
Retirement System, and community school programs; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.17.010 is amended to read:

Sec. 14.17.010. PUBLIC SCHOOL FOUNDATION ACCOUNT, (a)  The
public school foundation account is established. The account consists
of appropriations for distribution to districts and [OR] for central-
ized correspondence study programs under this chapter.

(b) The money of the account may be used only in aid  of public
schools, including community school programs, and [OR] for centralized
correspondence study programs as provided by this chapter.

* Sec. 2. AS 14.17.021 is repealed and reenacted to read:

Sec. 14.17.021. STATE FOUNDATION AID. (a) The amount of state
foundation aid for which a school district may qualify in a fiscal
year is calculated by subtracting from the basic need defined in (b)
of this section the required local contributions under AS 14.17.025(a)
and 90 percent of eligible federal impact aid for that fiscal year.

(b) The basic need of a school district is determined by multi-
plying the area cost differential of the district under AS 14.17.051
by the number of instructional units in the district under AS 14.17.-
031 and then multiplying that product by the instructional unit value
in AS 14.17.056.

HB0126C -1- CSHB 126 (Fin)



1 *Sec. 3. AS 14.17.022 is amended to read:

2 Sec. 14.17.022. MONEY [FUNDS] FOR CENTRALIZED CORRESPONDENCE
3 STUDY. Money [FUNDS] for providing centralized correspondence study
4 programs for students not enrolled in an approved school district
5 correspondence study program includes [SHALL INCLUDE] an allocation
6 [APPROPRIATION] from the public school foundation account in an amount
1 calculated by multiplying the [BASE] instructional unit value in
8 AS 14.17.056 by the total number of instructional unitsA as determined
9 by applying the number of correspondence students to the formula for
10 elementary schools in AS 14.17.041(b)(1), then multiplying that prod-
11 uct by 65 percent [AS 14.17.041(a)].

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

13 Sec. 14.17.025. LOCAL CONTRIBUTIONS. (a) Local contributions
14 to a city or borough school district shall include at least the lesser
15 of

16 (1) the equivalent of a four mill tax levy on the full and
17 true value of the taxable real and personal property in the district
18 as of January 1 of the second preceding fiscal year, as determined by

19 the Department of Community and Regional Affairs under AS 14.17.140
20 and AS 29.45.110; or

21 (2) 35 percent of the district's basic need for the preced-
22 ing fiscal year, as determined under AS 14.17.021(h).

23 (b) In addition to the local contributions required under (a) of
24 this section, local contributions to a city or borough school district
25 in a fiscal year may include no more than the greater of

26 (1) the equivalent of a two mill tax levy on the full and
21 true value of the taxable real and personal property in the district
28 as of January 1 of the second preceding fiscal year, as determined by

29 the Department of Community and Regional Affairs under AS 14.17.140

CSHB 126 (Fin) -2- HB0126C
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and AS 29.45.110: or
(2) the product obtained by multiplying
(A) 21 percent of the instructional unit value in

AS 14.17.056;

(B) the number of instructional units approved for the
district for the fiscal year; and
(C) the area cost differential of the district under

AS 14.17.051.

(c) The department may by regulation reduce the maximum local
contribution specified in (b) of this section if necessary to keep
revenue or expenditure disparities among school districts in the state
in compliance with federal equalization requirements under sec. 5(d)-
(2) of P.L. 81 - 874 (20 U.S.C. 240(d)(2)), as amended, and regula-
tions adopted under it.

(d) Local contributions are not required in a regional educa-
tional attendance area. Interest earnings and other local revenue in
a regional educational attendance area are not considered local reve-
nue for current operating expenditures, and are subject to regulation
and disposition by the department.

(e) A state foundation aid payment may not be made to a city or
borough school district in which the requirements of (a) of this
section have not been met.

(f) For the first two fiscal years in which a district is sub-
ject to this section, local contributions may be less than the amount
that would otherwise be required under (a) of this section.  However,
local contributions must be at least the greater of

(1) the local contributions, excluding any federal impact
aid, for the previous fiscal year; or
(2) the sum of 10 percent of the district's eligible

HB0126C -3- CSHB 126 (Fin)
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federal impact aid for that year and, for the first year, the
equivalent of a two mill tax levy and for the second year, the
equivalent of a three mill tax levy, on the full and true value of the
taxable real and personal property in the district as of January 1 of
the second preceding fiscal year, as determined by the Department of
Community and Regional Affairs under AS 14.17.140 and AS 29.45.110.

(g) A school district is eligible for additional state aid in
the amount by which the localcontributions that would otherwise  have
been required under (a) of this section exceed thedistrict's actual
local contributions under (f) oFth'is section,

Sec. 5. AS 14.17.031 is repealed snd reenacted to read:

Sec. 14.17.031. ALLOWABLE INSTRUCTIONAL UNITS. (a) The depart-
ment shall adopt regulations defining funding communities within each
district which reflect geographic and attendance area factors.  For
the purpose of determining instructional units, students are counted
in the district and the funding community from which they receive
educational services. The total number of instructional units in a
school district is the sum of the following units for each funding
community within the district, as determined by the department:

(1) the number of unitsfor elementary and secondary stu-
dents determined under AS 14.17.041(a) or (b);

(2)  the number of unitsfor vocational education determined
under AS 14.17.043:

(3) the number of unitsfor special education determined
under AS 14.17.045: and

(4)  the number of unitsfor bilingual education determined
under AS 14.17.047,

(b) For purposes of (a)(1) of this section, in fiscal years
beginning after July 1, 1987, 90 percent of the district's total

CSHB 126(Fin) -4- HB0126C



elementary and secondary instructional units for the preceding fiscal
year is used if that number is greater than the district's total under
(a)(1) or this section for the current fiscal year.

* Sec. .

()

AS 14.17.041 is repealed and reenacted to read:

Sec. 14.17.041. ELEMENTARY AND SECONDARY INSTRUCTIONAL UNITS.
For funding communities that have an average daily membership of
less than 200 in grades K-6 or less than 200 in grades 7-12, combined
elementary and secondary instructional units are determined under the
following table:

ADM

1-10
11-20
21-60
61 - 120
121 - 525

Units
2
2 *((ADM-10)/5)
4 <« (ADM-20)/8)
9 + ((ADM-60)/12)
14 &((ADM-120)/15)

(b) For funding communities that are not included under (a) of
this section,
(1) instructional units for elementary students are  de-
terrained by the formula:
units = 15 + ((ADM-200)/17), where ADMis the number of
students in average daily membership in grades kindergarten through 6;

(2) instructional units

termined by the formula:
units = 18 &((ADM-200)/13),  where ADMis the number of
students in average daily membership in grades 7 through 12.

(c) Kindergarten students who attend school less than four hours
a day are counted as 0.5 ADM under (a) and (b) of this section.

(d) District correspondence or other students who do not regu-
larly attend :'.chool on a daily basis are counted in the appropriate

HB0126C
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for secondary students are de-
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grade level of the funding community with the highest ADM in the
district.

* Sec. 7. AS 14.17 is amended by adding new sections to read:

Sec. 14.17.043. VOCATIONAL EDUCATION INSTRUCTIONAL UNITS. Voca-
tional education instructional units for vocational education courses
approved by the department are calculated as the sum, for all of those
courses in the funding community, of the products obtained by multi-
plying 0.05 by the ADM full-time equivalent of the course, and then by
the cost weighting factor for the course determined under department
regulations. A funding community in which a vocational education
course approved by the department is operated receives a minimum of
0.10 instructional units for vocational education, or eachdistrict in
which a vocational education course is operated receives aminimum of
1.00 instructional units, whichever is greater.

Sec. 14.17.045. SPECIAL EDUCATION INSTRUCTIONAL UNITS. (a) An
exceptional child, as defined in AS 14.30.350, who is enrolled in a
special education program, approved by the department, on the last day
of the counting period for which a determination is being made, gener-
ates 0.025 instructional units if the child receives gifted services,
0.056 instructional units if the child receives resource services, 0.1
instructional units if the child receives self-contained services, or
0.333 instructional units if the child receives intensive or hospi-
tal/homebound services, as those categories of service are defined by
the department by regulation, in the funding community in which the.
child is served. A child may be counted in one special education
category only.

(b) Notwithstanding (a) of this section, in a district that
offers a special education program each funding community receives a
minimum of 0.25 instructional units for special education for each

CSHB 126 (Fin) -6- HB0126C
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funding community in which a child is served or the district receives
a minimum of 1.00 instructional units for special education, whichever
IS greater.

Sec. 14.17.047. BILINGUAL EDUCATION INSTRUCTIONAL UNITS. A
student for whom an appropriate bilingual program must be provided
under regulations adopted by the department, and who is enrolled in a
bilingual program, approved by the department, as of the last day of
the counting period for which a determination is being made, gener-
ates, in the funding community in which the student is served, the
number of bilingual education instructional units that is the product
obtained by multiplying 0.042 by the student's language dominance
category weight under department requlations. A funding community in
which a bilingual program approved by the department is operated
receives a minimum of 0.10 instructional units for bilingual educa-
tion, or a district in which a bilingual program is operated receives
a minimum of 1.00 instructional units, whichever is greater.

* Sec. 8. AS 14.17.051 is repealed and reenacted to read:

Sec. 14.17.051. AREA COST DIFFERENTIAL. The area cost differen-
tial for a school district is as follows:

School District Area Cost Differential
Adak 1.27
Alaska Gateway 1.19
Aleutian Region 1.31
Anchorage 1.00
Annette Island 1.03
Bering Strait 1.39
Bristol Bay 1.27
Chatham 1.03
Chugach 1.14

HB0126C -7- CSHB 126 (Fin)
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Copper River
Cordova
Craig
Delta/Greely
Dillingham
Fairbanks
Galena
Haines
Hoonah
Hydaburg
Iditarod
Juneau

Kake
Kashunamiut
Kenai
Ketchikan
King Cove
Klawock
Kodiak
Kuspuk

Lake & Peninsula
Lower Kuskokwim

Lower Yukon

Matanuska-Susitna

Nenana
Nome
North Slope

Northwest Arctic

Pelican

CSHB 126(Fin)

1.14
1.11
1.03
1.16
1.21
1.04
1.30
1.05
1.08
1.03
1.33
1.00
1.03
1.33
1.00
1.00
1.27
1.03
1.09
1.33
131
1.42
1.35
1.00
1.20
1.34
1.45
1.45
1.08

HB0126C
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* Sec.

JULY 1, 1986,] is $60.000 [$42,184].

* Sec. 10. AS 14.17.080 is repealed and reenacted to read:

the amount of estimated state foundation aid

Petershurg
Pribilof
Railbelt

Sand Point

Sitka

Skagway
Southeast Island
Southwest Region
St. Mary's
Tanana

Unalaska

Valdez

Wrangell

Yakutat

Yukon Flats
Yukon-Koyukuk
Yupiit

9. AS 14.17.056 is amended to read:

Sec. 14.17.056.

Sec. 14.17.0U0.

1.00
1.30
1.23
1.21
1.00
1.05
1.04
1.31
1.30
1.30
1.21
111
1.00
1.08
1.46
1.34
1.41

[BASE] INSTRUCTIONAL UNIT VALUE.  The [BASE]
instructional unit value [FOR FISCAL YEARS BEGINNING ON OR AFTER

STUDENT COUNT ESTIMATES.  Each district shall
prepare and submit to the department, by October 15 of each fiscal
year, in the manner and on forms prescribed by the department, an
estimate of its average daily membership and other student count data
for the succeeding fiscal year, upon which computations can be made of

for which the district

will be eligible under AS 14.17.021 in that fiscal year.  In  making

HB0126C
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this estimate, the district shall consider its average daily member-
ship, other student count data, the pattern of growth or decline in
preceding years, and other pertinent information available to the
district. The preliminary reports required by this section are the
basis for estimating the need for state foundation aid for the next
fiscal year,

Sec. 11. AS 14.17.082 is repealed' and reenacted to read:

Sec. 14.17.082. FUND BALANCE IN SCHOOL OPERATING FUND. (a) A
district may not accumulate in a fiscal year an unreserved portion of
its year-end fund balance in its school operating fund, as defined by
department regulations, that is greater than 10 percent of its expen-
ditures for that fiscal year.

(b) The department shall review the annual audit of each dis-
trict for the preceding fiscal year to ascertain its year-end operat-
ing fund balance. The amount by which the unreserved portion of that
balance exceeds the amount permitted in (a) of this section shall be
deducted from the state foundation aid that would otherwise be paid to
the district in the current fiscal year.

Sec. 12. AS 14.17.140 is amended to read:

Sec. 14.17.140. DETERMINATION OF FULL AND TRUE VALUE BY DEPART-
MENT OF COMMUNITY AND REGIONAL AFFAIRS. (a) To determine the amount
of local effort under AS 14.17.025 and to aid the department and the
legislature in planning. [EQUALIZED PERCENTAGE TO BE APPLIED TO BASIC
NEED UNDER AS 14.17.021] the Department of Community and Regional
Affairs, in consultation with the assessor for each district, shall
determine the full value of the taxable real and personal property in
each city or borough district. [EXEMPTIONS GRANTED UNDER CH. 129, SLA
1957, KNOWN AS THE ALASKA INDUSTRIAL INCENTIVE ACT (AS 43.25), SHALL
BE HONORED.] If there is no local assessor or current local assess-

CSHB 126 (Fin) -10- HB0126C
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ment for a district, then the Department of Community and Regional
Affairs shall make the determination of full value from information
available. In making the determination, the Department of Community
and Regional Affairs shall be guided by AS 29.45.110. The determina-
tion of full value shall be made by [BEFORE] October 1 and sent by
certified mail, return receipt requested, on or before that date to
the president of the school board in each district. Duplicate copies
shall be sent to the commissioner. The governing body of a [THE]
borough or city that [WHICH] is a school [THE] district may obtain
judicial review of the determination. The superior court may modify
the determination of the Department of Community and Regional Affairs
only upon a finding of abuse of [OR] 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 [AS 28.10.255] shall be treated as taxable property
under [FOR PURPOSES OF (a) OF] this section.

Sec. 13, AS 14.17.160 is repealed and reenacted to read:

Sec. 14.17.160. STUDENT COUNTING PERIODS, (a) Within two weeks
after the end of the 20-school-day period ending the fourth Friday in
October, each district shall transmit a report to the department that,
under requlations adopted by the department, reports its average daily
membership for that counting period, and other student count informa-
tion that will aid the department in making a determination of its
state foundation aid. |If it makes the district eligible for more
state foundation aid, a district may transmit, within two weeks after
the 20-school-day period ending the second Friday in February, a
similar report for that counting period. For centralized correspon-
dence study, the October report shall be based on the period from
July 1 through the fourth Friday in October, except that summer school

HB0126C -11- CSHB 126(Fin)
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students shall be counted as a proportionate fraction as determined by
the department. The department may make necessary corrections in the
report submitted, and shall notify the district of changes made.  The
commissioner shall notify the governor of additional appropriations
the commissioner estimates to be necessary to fully fund the public
school foundation program for the current fiscal year.

(b) Upon written request and for good cause shown, the commis-
sioner may permit a district to use a 20-school-day counting period
other than the periods set out in (a) of this section.  However, the
counting period must be 20 consecutive school days.

Sec. 14. AS 14.17.170 is repealed and reenacted to read:

Sec. 14.17.170. DISTRIBUTION OF STATE FOUNDATION AID. (a) The
department shall determine the state foundation aid for each school
district in a fiscal year on the basis of the district's data reported
under AS 14.17.160 for the counting period that makes the district
eligible for the greatest number of instructional units. On or before
the 15th day of each of the first nine months of each fiscal year,
1/12 of each district's state foundation aid shall be distributed on
the basis of the data reported for the preceding fiscal year.  On or
before the 15th day of each of the last three months of each fiscal
year, 1/3 of the balance of each district’s state foundation aid shall
be distributed, after the balance has heen recomputed on the basis of
student count and other data reported for the current fiscal year.

(b) If adistrict receives more state aid money than it s
entitled to receive under this chapter, it shall immediately remit the
amount of overpayment to the commissioner, to be returned to the
public school foundation account. Upon an adequate showing of a cash
fllw shortfall, and in the discretion of the commissioner, the depart-
ment may make advance payments to a school district. ~ The total of

CSHB 126 (Fin) -12- HB0126C



advance payments may not exceed the amount of state foundation aid for
which the district is eligible for the fiscal year.
*Sec. 15, AS 14.17.190(h) is amended to read:

(b) Each district shall maintain complete financial records of
the receipt and dishursement of public school foundation moneyA [AND]
money acquired from local effort, and other money received by the
district. The records must be in the form required by the department
[COMMISSIONER] and are subject to audit by the department [COMMIS-
SIONER OR THE BOARD] at any time.

*Sec. 16. AS 14.17.220 is amended to read:

Sec. 14.17.220. PURPOSE. It is the intention of the legisla-
ture, in enacting this public school foundation program, to assvre an
equitable [ADEQUATE] level of educational opportunities for those in
attendance in the public schools of the state. Except for the limita-
tions of AS 14.17.025. this [THIS] chapter may [SHALL] not he inter-
preted as preventing a public school district from providing educa-
tional services and facilities beyond those assured by the foundation
program.

*Sec. 17. AS 14.17.225 is repealed and reenacted to read:

Sec. 14.17.225. CONSTRUCTION AND IMPLEMENTATION OF CHAPTER. (a)
This chapter does not create a debt of the state. Each district shall
establish, maintain, and operate under a balanced budget. The state
IS not responsible for the debts of a school district.

(b) Money to carry out the provisions of AS 14.17.010 - 14.-
17.190 may be appropriated annually by the legislature into the public
school foundation account. If amounts in the account are insufficient
to meet the allocations authorized under AS 14.17.010 - 14.17.190 for
a fiscal year, each district's basic need shall be reduced pro rata as
necessary to make the funds available sufficient to meet the alloca-

HB0126C -13- CSHB 126(Fin)
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tions for that fiscal year.

*Sec. 18. AS14.17.250(1) is amended to read:

(1) "ADM full-time equivalent" means the [QUOTIENT OF THE]
aggregate class periods of pupil membership [PER DAY] in specified
classes for the student counting period for which a determination s

being made, divided by the total number of all class periods in the

student counting period [SCHOOL DAY];

*Sec. 19. AS14.17.250(2) is amended to read:

(2) "average daily membership" or "ADM" means the aggregate
days of membership of pupils divided by the actual number of days in

session for the counting period for which a determination is being

made [SCHOOL TERM];

*Sec. 20. AS14.17.250(11) is amended to read:

(11) "taxable real and personal property" means all real and
personal property taxable under the laws of the state [, BUT DOES NOT
INCLUDE HOUSEHOLD GOODS AND PERSONAL EFFECTS];

*Sec. 21. AS14.17.250 is amended by adding new paragraphs to read:

(13) "eligible federal impact aid" for a fiscal year means
the amount of federal aid received by the district as of March 1 of
the fiscal year as payment for its entitlement for the application
submitted during the preceding fiscal year, including advance
payments, and adjustments received since March 1 of the preceding
fiscal year from prior year applications, under secs. 2, 3, and 4 of
P.L. 81 - 874 (20 US.C. 237 - 239), as amended, except payments
received under sec. 3(d)(3)(B)(ii) of that Act 20 U.S.C. 238(d)(3)(B)-
(1)), to the extent the state may consider that aid as local
resources under that Act and the regulations adopted under it;

(14) "local contributions" means appropriations to the
school operating fund by the city or borough, interest earnings that a

CSHB 126 (Fin) -14- HB0126C



district is allowed to keep and spend on school operations, state

tuition payments, the value of in-kind services performed by the city

or horough, and 10 percent of the district's eligible federal impact
aid.

*Sec. 22. AS 14.25.070 is amended to read;

Sec. 14.25.070. CONTRIBUTIONS BY EMPLOYER. ~ An employer shall
contribute to the retirement fund an amount equal to [ONE-HALF] the
percentage, as certified by the administrator, of the sum total of the
base salaries of all teachers that is required in addition to teacher
contributions to provide the benefits of this chapter times the sum
total of the base salaries paid to teachers by the employer.

~Sec. 23. AS 14.36.030 is amended by adding a new subsection to read:

(d) If appropriations in a fiscal year are insufficient to fund
the grants authorized under (a) of this section, the department shall
award the grants to eligible districts on a pro rata hasis.

*Sec. 24. TRANSITION. (a) For the purpose  of calculating the re-
quired local contributions under AS 14.17.025(a)(2) for fiscal year 1988,
and for the purpose of (d)(2) of this section, each district's basic need
for the preceding fiscal year is as determined by the department based on
its projections of student count data for fiscal year 1988 and the allow-
able instructional units and instructional unit value as contained in this
Act.

(b) In fiscal years 1988, 1989, and 1990, a district may receive
state aid, in addition to its state foundation aid under AS 14.17.021(a),
in the lesser amount oi

(1) (p x sum87 x current ADM/ADMST) - current need; or

(2) (p x state87 x current ADM/ADM8T) - current state.

(c) In (b) of this section

(1) "ADM8T" means the average daily membership of the district

HB0126C -15- CSHB 126(Fin)
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in the student counting period used for funding for fiscal year 1987,

(2) “"current ADM' means the average daily membership of the
district in the student counting period used for funding for the current
fiscal year

(3) “"current need" means the basic need of the district under
AS 14.17.021(b), as amended by sec. 2 of this Act, for the current fiscal
year,

(4) “current state" means the state foundation aid to the dis-
trict under AS 14.17.021(a), as amended by sec. 2 of this Act, for the
current fiscal year,

(5) "p" means the transition percentage, which is 90 percent in
fiscal year 1988, 80 percent in fiscal year 1989, and 70 percent in fiscal
year 1990;

(6) “"state87" means the state aid received by the district for
fiscal year 1987 under AS 14.17.021, as it read before July 1, 1987,

(7)  "sum87" means the sum of

(A) state aid received by the district under AS 14.17.021,
as it read before July 1, 1987, for fiscal year 1987,

(B) 90 percent of that portion of the federal impact aid
received by the district from the application submitted in fiscal year
1986 under secs. 2 - 4 of »... 81-874 (20 U.S.C. 237 - 239), as amend-
ed, to the extent that that money could be considered as local re-
sources under that Act and the regulations adopted under it; and

(C) for city or borough school districts, the total of

() the district's revenue from earnings in the dis-

trict's operating fund in fiscal year 1987,

(i) state tuition payments to the district in fiscal
year 1987; and
(i1i) city or borough appropriations or in-kind contri-

CSHB 126 (Fin) -16- HB0126C
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butions for fiscal year 1987,

(d) The amount determined under (c)(7)(C) of this section may not

exceed the lesser of

(1) the equivalent of a four-mill tax levy on the full and true
value of taxable real andpersonal property in the district as of January
1, 1986, as determined by the Department of Community and Regional Affairs
under AS 14.17.170; or

(2) 35 percent of the district's basic need as determined under
(a) of this section.

(e) Notwithstanding AS 14.17.021(a), in fiscal year 1988 amounts
receivedby a district under r... 81-874 (20 U.S.C. 237 - 239), as amended,
between March 1, 1987, and July 1, 1987, based upon applications submitted
before or during fiscal year 1986 may not be subtracted from the district's
basic need under AS 14.17.021(b).

* Sec. 25, AS 14.17.023, 14.17.027, 14.17.061, 14.17.090, 14.17.150,
14.17,180, 14.17.205, 14.17.250(5), 14.17.250(7), 14.17.250(10), 14.-
17.250(12); and AS 14.25.080 are repealed,

* Sec. 26. Sections 4 and 24 of this Act take effect immediately under
AS 01.10.070(c).

* Sec. 27. Sections 1 - 3, 5 - 23, and 25 of this Act take effect July
1, 1987.

HB0126C -17- CSHB 126 (Fin)
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Original sponsor: Rules/Governor
IN THE HOUSE BY THE FINANCE COMMITTEE 1

SENATE CS FOR CS FOR HOUSE BILL NO. 126 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: MAn Act relating to the public school foundation

BE

program, employer contributions to the Teachers”®
Retirement System, and community school programs; and

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.17.010 is amended to read:

Sec. 14.17.010. PUBLIC SCHOOL FOUNDATION ACCOUNT. (@ The
public school foundation account is established. The account consists
of appropriations for distribution to districts and [OR] for central—
ized correspondence study programs under this chapter.

(b) The money of the account may be used only in aid of public
schools, including community school programs, and [OR] for centralized
correspondence study programs as provided by this chapter.

Sec. 2. AS 14.17.021 1is repealed and reenacted to read:

Sec. 14.17.021. STATE FOUNDATION AID. (a) The amount of state
foundation aid for which a school district may qualify in a fiscal
year 1is calculated by subtracting from the basic need defined in (b)
of this section the required local contributions under AS 14.17.025(a)
and 90 percent of eligible federal impact aid for that fiscal year.

(b) The basic need of a school district is determined by multi-
plying the area cost differential of the district under AS 14.17.051
by the number of instructional units in the district under AS 14.17.-
031 and then multiplying that product by the instructional unit value
in AS 14.17.056.
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* Sec. 3. AS 14.17.022 1i1s amended to read:

Sec. 14.17.022. MONEY [FUNDS] FOR CENTRALIZED CORRESPONDENCE
STUDY. Money [FUNDS] for providing centralized correspondence study
programs for students not enrolled in an approved school district
correspondence study program includes [SHALL INCLUDE] an allocation
[APPROPRIATION] from the public school foundation account in an amount
calculated by multiplying the [BASE] 1instructional unit value 1n
AS 14.17.056 by the total number of instructional units® as determined
by applying the number of correspondence students to the formula for
elementary schools in AS 14.17.041(b)(1), then multiplying that prod—
uct by 65 percent [AS 14.17.041(a)].

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

Sec. 14.17.025. LOCAL CONTRIBUTIONS. (@ Local contributions
to a city or borough school district shall include at least the lesser
of

(1) the equivalent of a four mill tax levy onthe full and
true value of the taxable real and personal property inthe district
as of January 1 of the second preceding fiscal year, as determined by
the Department of Community and Regional Affairs under AS 14.17.140
and AS 29.45.110; or

(2) 35 percent of the district"s basic need for the preced—
ing fiscal year, as determined under AS 14.17.021(b).

(b) In addition to the local contributions required under (a)
this section, local contributions to a city or borough school district
in a fiscal year may include no more than the greater of

(1) the equivalent of a two mill tax levy onthe full and
true value ofthe taxable real and personal property inthe district
as of January 1 of the second preceding fiscal year, as determined by

the Department of Community and Regional Affairs under AS 14.17.140

SCS CSHB 126(Fin) -2-



and AS 29.45.110; or
(2) the product obtained by multiplying
(A) 21 percent of the instructional unit value in

AS 14.17.056;

(B) the number of instructional units approved for the
district for the fiscal year; and
(C) the area cost differential of the district under

AS 14.17.051.

(c) The department may by regulation reduce the maximum local
contribution specified in (b) of this section 1f necessary to keep
revenue or expenditure disparities among school districts in the state
in compliance with federal equalization requirements under sec. 5(d)-
(2) of P.L. 8 - 874 (20 U.S.C. 240(d)(2)), as amended, and regula—
tions adopted under it.

(d Local contributions are not required in a regional educa—
tional attendance area or in a municipal school district until the
expiration of the fiscal year in which the municipality was incor—
porated. Interest earnings and other 1local revenue 1iIn a regional
educational attendance area are not considered local revenue for
current operating expenditures.

(e) A state foundation aid payment may not be made to a city or
borough school district in which the requirements of (@) of this
section have not been met.

() For the first three fiscal years in which a district iIs sub—
ject to this section, local contributions may be less than the amount
that would otherwise be required under (a) of this section. However,
local contributions must be at least the greater of

QO the local contributions, excluding any federal
aid, for the previous fiscal year; or

-3- SCS CSHB 126(Fin)
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al i1mpact aid for that year and,

a one mill tax levy,
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the sum of 10 percent of the district"s eligibl

for the first year the equivalent of

for the second year the equivalent of a two mill

tax levy, and for the third year the equivalent of a three mill tax

levy, on the full

and true value of the taxable real and personal

property in the district as of January 1 of the second preceding

fiscal year, as determined by the Department of Community and Regional

Affairs under AS 14.17.1A0 and AS 29.A5.110.

((0)) A school

district

is eligible for additional state aid

the amount by which the local contributions that would otherwise have

been required under (a) of this section exceed the district"s actual

local contributions under (f) of this section.

* Sec. 5. AS 1A. 17.03
Sec. 1A.17.031.

1 is repealed and reenacted to read:

ALLOWABLE

INSTRUCTIONAL UNITS. (a) The depart—

ment shall adopt regulations that designate funding communities within

each district which reflect geographic and attendance area factors.

For the purpose of determining

instructional units, students are

counted in the district and the funding community from which they

receive educational

services.

The total number of instructional units

in a school district is the sum of the following units for each fund—

Ing community within the district,

(1) the number of units

as determined by the department:

elementary and secondary stu—

dents determined under AS 14.17.041(a) or (b);

(2) the number of units for vocational education determined

under AS 14.17.043;

(3 the number of units for special education determined

under AS 14.17.045;

and

(4) the number of units for bilingual education determined

under AS 14 .17.047.

SCS CSHB 126(Fin)
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(b) For purposes of (a)(l) of this section, iIn fiscal years
beginning after July 1, 1987, 90 percent of the district"s total
elementary and secondary instructional units for the preceding fiscal
year is used iIf that number i1s greater than the district"s total under
(a)(1) of this section for the current fiscal year.

Sec. 6. AS 14.17.041 is repealed and reenacted to read:

Sec. 14.17.041. ELEMENTARY AND SECONDARY INSTRUCTIONAL UNITS,
(@ For funding communities that have an average daily membership of
less than 200 in grades K-6 or less than 200 in grades 7-12, combined
elementary and secondary instructional units are determined under the

following table:

ADM Units
1-15 3
16-20 . 3 + ((ADM-15)/5)
21-60 4 + ((ADM-20)/8)
61 - 120 9 + ((ADM-60)/12)
121 - 525 14+ ((ADM-120)/15)

(b) For funding communities that are not included under (@) of
this section,
(1) instructional units for elementary students are de—
termined by the formula:
units = 15 + ((ADM-200)/17) , where ADM 1is the number of
students 1in average daily membership in grades kindergarten through 6;
(2 instructional units for secondary students are de—
termined by the formula:
units = 18 + ((ADM-200)/13) , where ADM 1is the number of
students in average daily membership in grades 7 through 12.
(c) A district that 1i1s a single funding community with an
average daily membership of 525 or less receives additional units

-5- SCS CSHB 126(Fin)
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1 determined under the following table:

2 ADM Units

3 100 - 120 2.00

‘ 121 - 160 1.75

s 161 - 250 1.50

6 251 - 400 1.00

" 401 - 525 0.75

8 (d Kindergarten students who attend school less than four hours
g a day are counted as 0.5 ADM under (a), (b), and (c) of this section.

10 (e) District correspondence or other students who do not regu—
11 larly attend school on a daily basis are counted iIn the appropriate
i grade level of the funding community with the highest ADM in the
Lo district.

t * Sec. 7. AS 14.17 1i1s amended by adding new sections to read:

Lo Sec. 14.17.043. VOCATIONAL EDUCATION INSTRUCTIONAL UNITS. Voca—
16 tional education instructional units for vocational education courses
v approved by the department are calculated as the sum, for all of those
' courses in the funding community, of the products obtained by multi—
18 plying 0.05 by the ADM full-time equivalent of the course, and then by
2 the cost weighting factor for the course determined under department
4 regulations. A funding community in which a vocational education
2 course approved by the department is operated receives a minimum of
‘2 0.10 instructional units for vocational education, or each district in
a which a vocational education course is operated receives a minimum of
2s 1.00 instructional units, whichever is greater.

*° Sec. 14.17.045. SPECIAL EDUCATION INSTRUCTIONAL UNITS. @ An
27 exceptional child, as defined in AS 14.30.350, who 1s enrolled in a
o special education program, approved by the department, on the last day
291

of the counting period for which a determination 1is being made,

SCS CSHB 126(Fin) ~6-
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generates 0.025 instructional wunits if the child receives gifted
services, 0.056 instructional units if the child receives resource
services, 0.1 instructional units i1f the child receives self-contained
services, or 0.333 instructional units if the child receives intensive
or hospital/homebound services, as those categories of service are
defined by the department by regulation, 1in the funding community in
which the child 1s served. A child may be counted in one special
education category only.

(b) Notwithstanding (@) of this section, 1in a district that
offers a special education program each funding community receives a
minimum of 0.25 1instructional units for special education for each
funding community in which a child is served or the district receives
a minimum of 1.00 instructional units for special education, whichever
IS greater.

Sec. 14.17.047. BILINGUAL EDUCATION INSTRUCTIONAL UNITS. A
student for whom an appropriate bilingual program must be provided
under regulations adopted by the department, and who 1is enrolled in a
bilingual program, approved by the department, as of the last day of
the counting period for which a determination 1is being made, gener—
ates, in the funding community in which the student is served, the
number of bilingual education instructional units that is the product
obtained by multiplying 0.042 by the student"s language dominance
category weight under department regulations. A funding community in
which a birlingual program approved by the department 1is operated
receives a minimum of 0.10 instructional units for bilingual educa—
tion, or a district in which a bilingual program is operated receives
a minimum of 1.00 instructional units if the weighted ADM is less than
13 and a minimum of 2.00 instructional units if the weighted ADM is 13
or more, whichever 1is greater.

-7- SCS CSHB 126(Fin)



* Sec. 8. AS 14.17.051 1is repealed and reenacted to read:
Sec. 14.17.051. AREA COST DIFFERENTIAL. The area cost differen—

tial for a school district is as follows:
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School District Area Cost Differential
Aaak 1.27
Alaska Gateway 1.19
Aleutian Region 1.31
Anchorage 1.00
Annette Island 1.03
Bering Strait 1.39
Bristol Bay 1.27
Chatham 1.03
Chugach 1.14
Copper River 1.14
Cordova 1.11
Craig 1.03
Delta/Greely 1.16
Dillingham 1.27
Fairbanks 1.04
Galena 1.30
Kaines 1.05
Hoonah 1.08
Hydaburg 1.03
Iditarod 1.33
Juneau 1.00
Kake 1.03
Kashunamiut 1.33
Kenai 1.00
Ketchikan 1.00

3CS CSHB 126(Fin) e
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King Cove
Klawock

Kodiak

Kuspuk

Lake & Peninsula
Lower Kuskokwim

Lower Yukon

Matanuska-Susitna

Nenana

Nome

North Slope
Northwest Arctic
Pelican
Petersburg
Pribilof
Railbelt

Sand Point

Sitka

Skagway
Southeast Island
Southwest Region
St. Mary's
Tanana

Unalaska

Valdez

Wrangell

Yakutat

Yukon Flats
Yukon-Koyukuk

1.27
1.03
1.09
1.46
1.31
1.42
1.35
1.00
1.20
1.34
1.45
1.45
1.08
1.00
1.30
1.23
1.27
1.00
1.05
1.04
1.31
1.30
1.30
1.27
1.11
1.00
1.08
1.46
1.46
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23
24
25
26
21
28
29

WORK DRAFT WORK DRAFT WORK DRAFT

Yupiit . 1.4

* Sec. 9. AS 14.17.056 1s amended to read: r

Sec. 14.17.056. [BASE] INSTRUCTIONAL UNIT VALUE. The [BASE]
instructional unit value [FOR FISCAL YEARS BEGINNING ON OR AFTER
JULY 1, 1986,] is $60,000 [$42,184].

Sec. 10. AS 14.17.080 1s repealed and reenacted to read:

Sec. 14.17.080.  STUDENT COUNT ESTIMATES. Each district shall

prepare and submit to the department, by October 15 of each fiscal

year, in the manner and on forms prescribed by the department, an

. ) ] ) J
estimate of its average daily membership and other student count data J

for the succeeding fiscal year, upon which computations can be made of
the amount of estimated state foundation aid for which the district

will be eligible under AS 14.17.021 1in that fiscal vyear. In making

this estimate, the district shall consider its average daily member—

ship, other student count data, the pattern of growth or decline in
preceding years, and other pertinent 1information available to the
district. The preliminary reports required by this section are the
basis for estimating the need for state foundation aid for the next
fiscal year.

Sec. 11. AS 14.17.082 is repealed and reenacted to read:

Sec. 14.17.082. FUND BALANCE IN SCHOOL OPERATING FUND. @ A
district may not accumulate in a fiscal year an unreserved portion of
its year-end fund balance in i1ts school operating fund that is greater
than the sum of 10 percent of i1ts expenditures for that fiscal year
and the portion of the year-end fund balance that the board determines
to be necessary for unique circumstances. In this subsection, "unique
circumstances" means circumstances that cannot be adequately addressed
by the formula in AS 14.17.041 and that are unique to remote school

districts, including small high school popu{ations, high intradistrict

SCS CSHB 126(Fin) -10-
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travel costs for education and professional support staff, and high
transportation costs to deliver basic goods and supplies to schools if
the district.

(b) The department shall review the annual audit of each dis—
trict for the preceding fiscal year to ascertain its year-end operat—
ing fund balance. The amount by which the unreserved portion of that
balance exceeds the amount permitted in (@) of this section shall be
deducted from the state foundation aid that would otherwise be paid to
the district in the current fiscal year.

Sec. 12. AS 1A.17.V40 i1s amended to read:

Sec. 14.17. 140. DETERMINATION OF FULL AND TRUE VALUE BY DEPART—
MENT OF COMMUNITY AND REGIONAL AFFAIRS. (a) To determine the amount
of local effort under AS 14.17.025 and to aid the department and the
legislature in planning, [EQUALIZED PERCENTAGE TO BE APPLIED TO BASIC
NEED UNDER AS 14.17.021] the Department of Community and Regional
Affairs, 1in consultation with the assessor for each district, shall
determine the full value of the taxable real and personal property in
each city or borough district. [EXEMPTIONS GRANTED UNDER CH. 129, SLA
1957, KNOWN AS THE ALASKA [INDUSTRIAL INCENTIVE ACT (AS 43.25), SHALL
BE HONORED.] If there is no local assessor or current local assess—

ment for a district, then the Department of .Community and Regional

Affairs shall make the determination of full value from information j

available. In making the determination, the Department of Community
and Regional Affairs shall be guided by AS 29.45.110. The determina-
tion of full value shall be made bv [BEFOPJD] October 1 and sent bv
certified mail, returnreceipt requested, on or before that date to
the presidentof the school board in each district.Duplicate copies

shall be sent to thecommissioner. The governing body ofa_ [THE]

borough or city that [WHICH] is a school [THE] district may obtain
-11- SCS CSHB 126(Fin)
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judicial review of the determination. The superior court may modify
the determination of the Department of Community and Regional Affair”?
only upon a finding of abuse of [OR] discretion or upon a finding that
there 1s no substantial evidence to support the determination.

(b) Motor vehicles subject to the motor vehicle registration tax
under AS 28.10.431 [AS 28.10.255] shall be treated as taxable propertv
under [FOR PURPOSES OF (a) OF] this section.

* Sec. 13. AS 16.17.160 1is repealed and reenacted to read:

Sec. 14.17.160. STUDENT COUNTING PERIODS. (@ Within 30 days
after the end of the 20-school-day period ending the fourth Friday in
October, each district shall transmit a report to the department that,
under regulations adopted by the department, reports its average daily
membership for that counting period, and other student count informa—
tion that will aid the department in making a determination of its
state foundation aid. IT 1t makes the district eligible for more
state foundation aid, a district may transmit, within 30 days after
the 20-school-day period ending the second Friday in February, a
similar report for that counting period. The department may make
necessary corrections in the report submitted, and shall notify the
district of changes made. The commissioner shall notify the governor
of additional appropriations the commissioner .estimates to be neces-
sary to fully fund the public school foundation program for the cur-
rent fiscal year.

(b) Upon written request and for good cause shown, the commis—
sioner may permit a district to use a 20-school-day counting period
other than the periods set out in (a) of this section.However, the
counting period must be 20 consecutive school days.

* Sec. 14. AS 14.17.170 1is repealed and reenacted to read:
Sec. 14.17.170. DISTRIBUTION OF STATE FOUNDATION AID. (@) The

SC3 CSHB 126(Fin) ~12-
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department shall determine the state foundation aid for each school
district in a fiscal year on the basis of the district"s data reported
under AS 14.17.160 for the counting period that makes the district
eligible for the greatest number of instructional units. On or before
the 15th day of each of the first nine months of each fiscal year,
1/12 of each district"s state foundation aid shall be distributed on
the basis of the data reported for the preceding fiscal year. On or
before the 15th day of each of the last three months of each fiscal
year, 1/3 of the balance of each district"s state foundation aid shall
be distributed, after the balance has been recomputed on the basis of
student count and other data reported for the current fiscal year.

() If a district receives more state aid money than 1t 1is
entitled to receive under this chapter, it shall immediately remit the
amount of overpayment to the commissioner, to be returned to the
public school foundation account. Upon an adequate showing of a cash
flow shortfall, and in the discretion of the commissioner, the depart—
ment may make advance pavments to a school district. The total of
advance payments may not exceed the amount of state foundation aid for
which the district is eligible for the fiscal year.

Sec. 15. AS 14.17.190(b) 1s amended to read:

(b) Each district shall maintain complete financial records of
tue receipt and disbursement of public school foundation money j_ [AND]
money acquired from local effort, and other monev received Dbv the
district. The records must be in the form required by the department
[COMMISSIONER] and are subject to audit by the department [COMMIS-
SIONER OR THE BOARD] at any time.

Sec. 16. AS 14.17.220 1is amended to read:

Sec. 14.17.220. PURPOSE. It i1s the intention of the legisla—

ture, 1In enacting this public school foundation program, to assure an

-13- SCS CSHB 126 (Fin)
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1 equitable [ADEQUATE] level of educational opportunities for those In
attendance in the public schools of the state. Except for the limita—
tions of AS 14.17.025, this [THIS] chapter may [SHALL] not be inter—
preted as preventing a public school district from providing educa—

tional services and facilities beyond those assured by the foundation

6 program.

f * Sec. 17. AS 1A. 17.225 1is repealed and reenacted to read:

8 Sec. 14.17.225. CONSTRUCTION AND IMPLEMENTATION OF CHAPTER. @

? This chapter does not create a debt of the state. Each district shall

0 establish, maintain, and operate under a balanced budget. The state

= iIs not responsible for the debts of a school district.

L (b) Money to carry out the provisions of AS 14.17.010 - 14.-

& 17.190 may be appropriated annually by the legislature into the public

. school foundation account. If amounts in the account are insufficient

b to meet the allocations authorized under AS 14.17.010 - 14.17.190 for

© a fiscal year, each district®s basic need shall be reduced pro rata as

{ necessary to make the funds available sufficient to meet the alloca—

B tions for that fiscal year.

B * Sec. 18. AS 14.17.250(1) 1s amended to read:

D (1) "ADM full-time equivalent" means the [QUOTIENT OF THE]

4 aggregate class periods of pupil membership .[PEP. DAY] in specified
classes for the student counting period for which a determination is

;Z being made, divided by the total number of all class periods 1In the

student counting period [SCHOOL DAY];

2
° * Sec. 19. AS 14.17.250(2) 1is amended to read:

26
(2) average daily membership™ or "ADM" means the aggregate

27
days of membership of pupils divided by the actual number of days in

28
session for the counting period for \hich a determination 1is being
29

made [SCHOOL TERM];

SCS CSHB 126(Fin) -14-
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* Sec. 20. AS 1A.17.250(11) 1s amended to read:

(1D "taxable real and personal propertv" means all
personal property taxable under the laws of the state [, BUT DOES NOT
INCLUDE HOUSEHOLD GOODS AND PERSONAL EFFECTS];

Sec. 21. AS 14.17.250 is amended by adding new paragraphs to read:

(13) "eligible federal impact aid" for a fiscal year means
the amount of federal aid received by the district as of March 1 of
the fiscal year as payment for 1its entitlement for the application
submitted during the preceding fiscal year, including advance pay—
ments, and adjustments received since March 1 of the preceding fiscal
year from prior year applications, under secs. 2, 3, and 4 of P.L.
8l - 874 (20 U.S.C. 237 - 239), as amended, except payments received
under sec. 3(d)(3)(B)(i1) of that Act 20 U.S.C. 238(d)(3)(B)(i1)), to
the extent the state may consider that aid as local resources under
that Act and the regulations adopted under it;

(14 "local contributions” means appropriations to the

I

school operating fund by the city or borough, interest earnings that a j

district i1s allowed to keep and spend on school operations, state
tuition payments, the value of in-kind services performed by the city
or borough, and 10 percent of the district"s eligible federal impact
aid.

Sec. 22. AS 14.25.070 1is amended to read:

Sec. 14.25.070. CONTRIBUTIONS BY EMPLOYER. An employer shall
contribute to the retirement fund an amount equal to [ONE-HALF] the
percentage, as certified by the administrator, of the sum total of the
base salaries of all teachers that is required iIn addition to teacher
contributions to provide the benefits of this chapter times the sum
total of the base salaries paid to teachers by the employer. The
employer contribution shall be paid during the fiscal year following

-15- SCS CSHE 126(Fin)
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the fiscal year for which the contribution is calculated.

* Sec. 23. AS 14.25.070 i1s amended to read: r

Sec. 14.25.070. CONTRIBUTIONS BY EMPLOYER. An employer shall
contribute to the retirement fund an amount equal to one-half the
percentage, as certified by the administrator, of the sum total of the
base salaries of all teachers that i1s required iIn addition to teacher
contributions to provide the benefits of this chapter times the sum
total of the base salaries paid to teachers by the employer. The
employer contribution shall be paid during the fiscal year following
the fiscal year for which the contribution is calculated.

* Sec. 24. AS 14.36.030 i1s amended by adding a new subsection to read:

@ If appropriations in a fiscal year are insufficient to
the grants authorized under (a) of this section, the department shall
award the grants to eligible districts on a pro rata basis.

* Sec. 25. TRANSITION. (@ For the purpose of calculating the re—
quired local contributions under AS 14.17.025(a)(2) for fiscal year 1988,
and for the purpose of (d)(2) of this section, each district"s basic need
for the preceding fiscal year is as determined by the department based on
its projections of student count data for fiscal year 1988 and the allow—
able instructional units and instructional unit value as contained in this
Act.

(® In fiscal years 1988, 1989, and 1990, a district may receive
state aid, in addition to its state foundation aid under AS 14.17.021(a),
in the greater amount of

(1) ( x sum87 x current ADM/ADM87) - current need; or

(2 (p x state87 x current ADM/ADM87) - current state.
© In (b) of this section

(1) "ADM87"™ means the average daily membership of the district

in the student counting period used for funding for fiscal year 1987;

SCS CSHB 126(Fin) ~16-
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1 (2) "current ADM" means the average daily membership of the

2 district 1in the student counting periodused for funding for the current

3 fiscal year;

¢ (3) current need" means the basic need of the district under

g AS14.17.021(b), as amended by sec. 2 of this Act, for the current Tfiscal

0 year;

f (4) current state" means the state foundation aid to the dis—
trictunder AS 14.17.021(a), as amended by sec. 2 of this Act, for the
current fiscal year;

0 (5) "p" means the transition percentage, which is 90 percent in

= fiscal year 1988, 80 percent in fiscal year 1989, and 70 percent in fiscal 1

L year 1990; ,

B (6) “state87" means the state aid received by the district for j

“ fiscal vyear 1987 under AS 14.17.021, as itread before July 1, 1987; |

= (7)) "sum87" means the sum of

. (A) state aid received by the district under AS 14.17.021,

{ as 1t read before July 1, 1987, for fiscal year 1987;

. (B) 90 percent of that portion of the federal impact aid

. received by the district from the application submitted in fiscal year

= 1986 under secs. 2 - 4 of P.L. 81-874 (20U.S.C. 237 - 239), as amend—

4 ed, to the extent that that money could be c.onsideredas local re—

2 sources under that Act and the regulations adopted under it; and

23i (©) for city or borough school districts, the total of

2 () the district"s revenue from earnings 1In the

= trict"s operating fund in fiscal year 1987;

= (i) state tuition payments to the district in fiscal

d year 1987; and

2: (ii1) city or borough appropriations or in-kind contri—

butions for fiscal year 1987.
-17- SCS CSHB 126(Fin)
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(d The amount determined under (c)(7)(C) of this section may not

exceed the lesser of

(1) the equivalent of a four-mill tax levy on the full and true
value of taxable real and personal property in the district as of January
1, 1986, as determined by the Department of Community and Regional Affairs
under AS 14.17.170; or

(2 35 percent of the district"s basic need as determined under
(a) of this section.

(e) Notwithstanding AS 14.17.021(a), in fiscal year 1988 amounts
received by a district under P.L. 81-874 (20 U.S.C. 237 - 239), as amended,
between March 1, 1937, and July 1, 1987, based upon applications submitted
before or during fiscal year 1986 may not be subtracted from the district"s
basic need under AS 14.17.021(b).

* Sec. 26. AS 14.17.023, 14.17.027, 14.17.061, 14.17.090, 14.17.150,
14.17.180, 14.17.205, 14.17.250(5), 14.17.250(7), 14.17.250(10), and 14.-
17.250(12) are repealed.

* Sec. 27. AS 14.25.080 is suspended from July 1, 1987, through
June 30, 1988.

* Sec. 28. AS 14.17 is repealed July 1, 1988, unless

(1) Dbefore Janvr-rv 1, 1988, the Department of Administration has
compiled data sufficient to establish an area cost*differential for each
school district that reflects the total cost of providing educational
services at a constant level in each district and presented a proposed area
cost differential for each district to the Legislative Budget and Audit
Committee; and

(2) Dbefore the adjournment of the Second Session of the Fif—
teenth Alaska State Legislature, the legislature has enacted legislation
amending or affirming the area cost differentials set out in AS 14.17.051,
as amended by sec. 8 of this Act.

SCS CSHB 126(Fin) ~18-
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* Sec. 29. Sections 4, 25, and 28 of this Act take effect immediately

under AS 01.10.070(c).-

* Sec. 30. Sections 1 -3, 5 - 10,
take effect July 1, 1987.

12 - 22, 24, 26, and 27 of this Act

* Sec. 31. Sections 11 and 23 of this Act take effect July 1, 1988, 1if

the conditions described in sec. 28(1) and (2) of this Act are met.

-19-
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Offered in the HOUSE By Herrmann
T0: Letter of intent for CS HB 126 (FINANCE)

Adds a section:
The Legislature recognizes the importance of developing a foundation

funding program that is fair and equitable to all school districts in the
State as. a_.rpcenl £ nf the rﬂ/\/\ |

o[t is the intent of the Legislature
to review and evaluate the new foundation formula by December 31, 1987 and
include information as to the equity of the new plan on all districts of
the state.
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Alaska State Legislature
SENATE

Committee on Finance

Official Business P.O. Box v
State Capitol

Juneau, Alaska 99811

SENATE FINANCE COMMITTEE
LETTER F%FR INTENT

SCS CS HB 126 (Finance)

The Legislature recognizes the additional financial burden placed on
school districts by the requirement that the full cost of the employer's
share of the Teacher's Retirement System (TRS) Match be born by the
individual school districts. It is the intent of the Legislature that the
Department of Education evaluate the impact of this change on all school
districts and report back to the Legislature by the 10th day of the
First Session of the Sixteenth Alaska State Legislature any statutory
changes deemed appropriate, including restoration of the state
obllg?atlon for one-half the actuarial cost after deduction of the required
employee share.

It is the intent of the Legislature that expenditures from this
appropriation to the Department of Education for the purpose of
mitigating adverse consequences to small single site schools and REAA's
be bro%?ht to the Legislative Budget and Ausit Committee for approval
before dispersal. The Department shall bring a recommendation for the
disbursement of the funds to Legislative Budget and Audit no later than
September 1, 1987.

Senator Johne Binkley, Co-Chairman
Senate Finance Committee
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1. Page 3, Line 20. This change postpones the local
contribution for a newly incorporated municipality which is a
school district (a borough or first class city) for a fiscal
year after incorporation. The local tax mechanism operates in
such a manner that tax revenues are not received during the
first year of a municipalities existence.

2. Page 3, Lines 20, deletes the provision that interest
earnings and other local revenue of an REAA are subject to
regulation and disposition of the department leaving these
revenues derived by the REAA under it's control.

3. Page 4, Lines 2-5. This changes the phase in of local
contributions from a two year phase in commencing at two mills
to a three year phase in commencing at one mill,

4.  Page 4, Lines 15. The concept of "funding community" is
central to the distribution of aid to education under this
bill. The term does not exist in prior or current law nor has
it been defined. There appears to be no

objective definition which will cover all cases. The
department apparently intends to designate funding communities
by regulation. By so doing a process which requires public
input is created instead of unbridled discretion which results
from over general definition.

5. Page 5, Lines 12 - 17. This creates a separate table for
districts which are a single funding community with under 525
ADM thereby removing the inequity partially to small city
districts which otherwise exists.



6. Page 6, Line 3 and 4. This creates a base of three units
for the smallest schools, under 15 ADM, and a fractional
increase per ADM from 10 to 15 which has an ADM of 3. All
schools have fixed costs regardless of size - such as
utilities, insurance, fuel oil.

7. Page 7, Lines 27 - 29. While the degree of the language
problem is the most significant factor in increased costs for
bilingual education the sheer numbers involved also bear on
the cost. This change adds a change in the minimum number of
units allowed by increasing the minimum from 1 to 2 where more
than 15 weighted ADM is involved to also reflect this. Since
the factors are percentiles, 13 weighted ADM represents more
than 15 students,

s. Page 9, Line 4 and page 9 - 29. This changes the area
differential of Kuspuk from 1.33 to 1.46 and that of
Yukon/Koyukuk from 1.30 to 1.46

9. Page 10, Lines 25, through Page 6, Line 3. This allows
a district to accumulate a fund balance for the amount the
board determines will be needed for "unique circumstances" to
remote school districts and defines unique circumstances, as
the term is defined in current law. [t includes matters such
as small school populations and high travel and transportation
costs. It is probably that the same result could be arrived
at under the existing language by creative use of reserve
accounts but this language both makes this use clear and
presents limits.

10.  Page 12, Line 9 and page 12, line 16. This extends the
reporting time for student counts from two weeks to 30 days
since some districts believe that this cannot reasonably be
done in the shorter period.



11. Page 12, Line 27. This deletes the different base and
reporting of centralized correspondence from that of the
districts.

12, Page 15, Line 20 , through page 16, line 1. This allows
contribution to teachers retirement to be made the year
following the year in which the amount is determined. This
allows the budget to be based on a known amount rather than a
projection since contributions are actuarily adjusted during
the year. This payment schedule would require an actuarial
adjustment in retirement contributions from this districts and
therefore does not involve costs to the state.

13. Page 16, Line 24. The two formulas in Sec. 24 (b) make
transition allowances based on a percentage of state aid
received in 1987 or on an amount which sums state local
contributions but provides the district shall receive the
lesser of these amounts. Since this is a "hold harmless”
clause, its purpose of ameliorating sharp revenue declines
from adoption of a system is better served if the greater of
these is allowed so that a real, not imputed, hold harmless
operates.

14, Page 18, Line 14-29. Costs of education differentials
are now, and have been, based on data which has limited
relevance to the differential. Costs of living indexes or
other indexes are poor proxies for costs of education and
salary differential as a proxy is a useful but obviously
incomplete proxy. Several studies have been made which
suggest the method by which an objective cost differential
could be determined, and if the data necessary were collected
by an objective agency such as the Department of
Administration which is more equipped to do this than DOE the
differentials could be set by the legislature based on
information rather than incomplete data augmented by guesses.
A reasonable schedule is detailed and required. Of these



requirements are not met, the foundation program is repeated
as of July 1, 1988, which allows a full legislative session
and entire funding process must be redeveloped.

15. Page 19, Line 5. This provides that the restrictions on
fund balances in Sec.1l become effective at the beginning of
the next fiscal year instead of the beginning of this fiscal
year allowing a year transition.
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JUNEAU ALASKA 99411 T
AmIAN T 1907137B-ala-Wuill
e Eonalli E. Earson
JBifitrict 16$
ANALYSIS GOVERNORS BILL
FOR SCHOOL AID
HB 126
SB 119
State Aid:
: State supports minimum of 65% of basic need
* Equalizes over 35%
Local effort required of C&B districts. Must
provide equivalent of 4 mill contribution on
full and true value of taxable real and personal
property
C&B may not contribute more than 5.5 mill
equivalent. This prevents the loss of equity
* required to receive the federal funds# PL 874

REAA's are funded at 100% of. basic need

) C&B and REAA receive PL 874 directly. The state aid
is reduced by 90% of the eligible PL 874 payment for
both C&B and REAAs.

C&B may count interest earnings, tuition etc toward
local effort

REAA are required to make no local effort. Earnings
etc are subject to regulations of Department of
Education.

Instructional Units: (Value $60,000)

Units are calculated on a community/district basis
Units are generated for elem/sec, spec, educ,
vocational education and bilingual

Units are calculated to reflected fractions,
preventing one student from meaning the gain or
loss of one unit.

Area Cost Differential:
Based on arbitration ruling related to study

prepared for State of Alaska to look at salary
differences in Alaska



Page two

Fund

Balances;

* May not accumulate an unreserved balance in excess
of 5% of expenditures for that fiscal year

* Department to deduct from following year's payment

any amount in excess of 5%

Estimates/Counts/Payments:

Hold

* Estimates in September for the following fiscal
year. Used to prepare State Budget.
* First 9 months payments are made to school districts

based on 1/12 of the school districts prior year
state aid entitlement.

* The last 3 months payments will reflect adjustments,
if necessary

* Requires districts to operate with a balanced
budget

Harmless:

* Districts will receive the. minimum of 90% of the

previous years K-12 instructional units in compu-
tation for state aid.

Centralized Correspondence Study;

* Funded under the formula at 65% of basic need.

Transition;

* Phasing in without loss of more than 10% of FY87
level of funding in the first year, 20% in the
second year and 30% in the third year. There are

two tests applied;
(1) Total general revenue to total general
revenue and
(2) State aid to state aid.
The lesser of the two is used.
* Establishes the basis for making the first 9

payments the first year of operation under this
foundation formula.

* Provides basis for determining local effort the
first year under this foundation formula

February 24, 1987
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Governor's Public School Foundation Funding Proposal
CSHB 126 (Finance)
April 22, 1987

Column explanations for attached data packet:

Data Sheets

Page 1

Page 2

Pro][ected FY88 average ?allg rpbershlp (ADM), Instructional
units, and area cost™different
Total adjusted units - total units x area cost differential
State, Local, and Federal Shares of Basic Need
Column Description
B Basic Need * Columns E+ | +K
E Required Local Effort » Less r of Column D\s 5% 0
Basic Need or produc on o 4 mill tax le
times Colu nsS page

| Deductible PL 874 mm90% times Column H times Column G

K %temﬁ]lgs of lSJICCtI eeedPL Mn ms Required Local Effort

L Basic Need per unit.. This column 1s equal to. $ , 0
eac?] P %North $ 0

ol | wmiCalins B T OB

Required Local Effort per unit
N Deductible PL 874 per unit
0 State Aid per unit

004



Page 3 Calculation of State Aid

Column

oo

K

Description
Total Adjusted Units_(Page 1) x $60,000
Column BJ: %Columns E(+? + E<) ’

65? of Column B
357 of Column B

Productiop of 4 mill tax levy or 35? ofBasic Need
(from Co?umn D), w\ncﬁever Ys less

Colump D minus Column E: Column F represents State Aid
rqugred I% adg?Huon to Requnllrecr Logal Ewort to make
up 35?7 of Basic Need

FY 86, PL 8&-874_ revenue excluding amount received for
special education students

Percentage of eligibility. of PL 81-874 revenpue which
Lega]ll%gc be dgducte(syin State Funding Plan (Column
/Colurnn %}

907 times Column H times Column G

Column C minus  Column I; Column Jrepresents State Aid
r%guwe?l3 In ad |é|on to deductible 'PL 874 to make up
697 of Basic Nee

Total State Aid Column K = (Columns F +J)

Page 4 Hold Harmless Calculations

Column
AA
BB
C

Description
FY 87 average daily membership (ADM
FY 88 projected ADM submitted by districts

FY 87 Total. Revenue for Hold Harmless is equal tosum
of 1) FY 87 state foundation aid including 807
distfibution of Secondary. Formyla Account™ to

city/borough school districts (Column GG), 2)
dedtictlble PL 874 rT,venue (Column 1), and_ 3)

0C contnbvnon imited "to amount of 352 of
FI}Ieg or 4 mill' levy, whichever is lessdr (Colum

"3 FY 87
Basic
n P,

Percentage figure equal to FY 88 Basic Need (Column B
d?V?d?d goy Cglumn C% adjusted for ADM (Columrgu )
BB/Column” AA)



Page 4

Page 5

Hold Harmless Calculations (Continued)

EE 90% of Column CC adé fted for ADM FY 88 Basic Need
IS compared to this figure

FF Column EE minus Column B. Positive numbers indicate
amounts where there Is possible eligibility for Hold
Harmless assistance

FY 87 State foundation aid rncludrn? 80% distripution
of Secondary Formula Account for clties/borougns

ce t re e ual to FY8 State Aid (Column K)
éwougn?n A(/%umn adjusted or O\ Sn

I 90% of Column @G adjusted or ADM FY 88 State Aid is
compare to this figure

JJ Column 1l minus Column K. Positiv 1S indicat
amounts wﬂ]ere theremrns possr%ﬁe efrgnr m??ty Por Ho?d
Harmless assistance

KK Hold Harmless amounts_equal to lessor of amounts in
Column FF or Column JJ." Only positive amounts are

Listed
Disparity Information
Column Description

P FY 87 local contribution n luding "in-kind,"
earnrngs on rnvestments state ﬁur‘ron pvar ments)
|spPeegsgrt 3% of Basic Need or 4 mill levy, |chever

0 Estimated FY 88 local revenue ([rncludrng "in-kind,"
eaergs .on mves}ment? ?ate tuitio Pa merrtls)
a mrnrmum va T 3% of Basic Nee ng
)( % ver IS 1essqr, and maximum value of
mills o |oer anrt whichever Is greater, over
the Requrre Loca Effort

E Required Local Effort (Seedescription onp.2)
S ]é)O% DCth}a” and true value of assessedproperty prepared

wit

T Production ofl mill per unit
U Production of 1.5 mills perunit
Vv Production of 2.0 mills per unit



Local Property Wealth and Fiscal Equalization

Columns, T, U, and V provide relevant data for C culatln | arit
Percenta ?s under PL 81-87 reg irements.. With tpe Hnd tion
unqu n equal|ze al $60 0 er ynit, a maX|mu 0 ,

256 000/60,000} erm tted un er Fegeral PL 874
reqUirements between the dist ﬁts at_the bth and 95t ecenne .
An orage IS at one extreme with $12, 565 per unit with a2 mill maximum

e ropse tOfVIS temaxmumcnl 10N

leeway. = An amendment WI|

I
to th eguwalent 0 oltg ax evy or /00 t e un|t { 12, 60,
whichever s greater, |n addition to the required focal ef ort
Equallzed 1.5 M ls 2.0 Mill:
Unit Per Unit Per Unit
North Slope 60,000 162,814 197,086
Valdez 60,000 98,784 111,713
Anchorage 60,000 69,424 72,565
‘e
REAA 60,000 60,000 60,000

188-EFSS
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FAIRSAMCS
SALEM
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HXCHWV
HYDAUS
IDITARCO
JUCA/J
KAKE
KASHUNANUT
KEMH
KETCHKAN
KINS cCO«C
KLAUCC
KOOAK
<\sPwW
LAKE t PENINSULA
LOUQE KUSKORULL
LOW YWON
NAT-SU
icm
we
NCORTH SLOPE
NORTHCST ARCTIC
PELICAN
PETERSBWS
PRISILOF
RAILBELT
SAW POINT
S5ITXA
KAILAY
SOUDCAST | SLAW
SOUTHE3T RESIGN
ST. iARY'S
taln
UNALASKA
VALOG
WANSELL
YAUTAT
YWCN PUTS
YLKONHKOYIKLK
njpin

IOIA5

r.mzi

»ev:sed
3

aphl .sj’'
£

rtU PROECTED SEQUIREO  DEDUCTIBLE

BASIC NED
MO0,000

13,744,700
14.97S.200
11, MS, 700
DBA,731.400
12.331,400
11S.797.900
i2.10i.BO0
12.527.B00
il.6U.600
ti.549.i00
12.637,000
tl.UB, 400
J3.54i.700
13,766,100
465,413,800
11,529.400
12,344.600
11,649.400
i1.029,000
ti.96i.400
120,752,200
11.374,000
11.917.000
Mi, 725.400
111,446,000
11,395,000
t1.31i.600
tti.7S5.S00
U , 767,600
15,363.i100
131,965,600
H i. 259.600
M2,961.200
11.732,200
13.167.200
1U.S79.400
116.M1.000
1664,700
t3.2a 200
t1.B32.i00
43,157,700
11,335,600
ta.oa.aoo
11.075.200
M, 778,400
M.ao.soo
11,360.400
11.105,200
t1.556.i00
13.929.i00
12.786.600
11,200.000
15.692,200
t6.BU.000
13.549,600

LOCAL PL874
EFFORT

to 11,792,652
to M26,551
i1c 1294 ,at
Mi,656.050 1330,021
10  11.406,436
to M. 199.309
MO06.164 1259,254
to 1782,972
to 1183,932
to 1396,113
M95.929 115.603
1149.219 132,973
to 11,042.286
1430,063 1354.651
118,507.656 132.127
180,428 UU.Oli
1390,446 U4.144
1116.950 1190,401
153,671 tt
to 1549,651
M.7W.969 124,497
M, 754 1209,396
to U96.907
113,621.367 1190,124
13.617,536 46,205
197,566 ua.oos
123,364 t210,19%
12.209.790 1144,749
to 11.213,011
to 11,036.4U
to 15,933.153
to U, 633,701
110,467,024 . 119,026
172,394 M.566
MO06.540 182.724
M, 157.790 11,059.0U
1940.181 13,020,514
159,950 10
1541.422 18.155
to UG2.751
to 1116.468
1296,564 to
11,764.700 1U.012
1236,146 to
10 1764,757
to 11.742,370
117,805 162,613
147,021 1166.793
1342.254 1154,673
11.375.290 19.495
1434,682 12.037
172,547 156.3M
to 1703,864
10 U,i84,i68
10 11,043,126

WIB5/6000 USS3620  JaMAS

VALQC2 CONTRACT------—-

S » Sy

hold Hom ss----

TOTAL STATE A 10

)»
)

»>

F/U PROPCEED
STATE AID

12,195,568
M.3U.U9
11,350,549
1119,745,512
11.127,564
111,098,291
11,439,382
12.0U.82S
tl.U0.6U
M ,491.287
12.125.4U
11.266,208
14,841,914
12.U1.686
146,474.017
t1.006.9M
11,951,950
11.M1.6U
1975,329
tt, 111,749
113,969,3M
11,115,851
11,4X8,093
128.914,309
U, 262,259
61.159.428
u.oai.oa
812,U9,241
63,554,589
M, 326,552
126.032,U7
19.625,899
132,075,150
t1.653.2M
M.677.9M
M,662,576
tt2,620,S05
6604,250
12.6U.623
11.229,649
13,040.732
11.037,0M
16,190,016
1439,054
M,013.643
14,640,430
il,280.U2
1871,386
11.019.669
12.SU,615
t2.M7.Ul
11.071.067
U.961.3M
15.403,532
12.406,476

BASIC ICED ISO. LODE

208

wit

MO, 000
MO,000
MO, 000
\Yeleoe)
MO,000
MO,000
MO,000
MO,000
MOQOO
MO,000
MDOOO
\Yeleoe)
MO,000
MO, 000
MO, 000
MO,000
MO, 000
\Yelooe)
MO.000
MO,000
MO,OB
MO, 000
\Yeleoe)
MO0,000
160,000
MO,000
MO,000

160,000 *

MO, 000
MO, 000
MO,000
MO,000
\Yeleoe]
MO,000
MO, 000
MOCOO
\Yeleoe)
\Yeleoe]
MOCOO
MO, 000
160,000
MO.000
160,000
160,000
MO,000
MO, 000
160,000
140,000
MO, 000
MOGCOO
MO, 000
MO, 000
MO, 000
MO,000
MO, 000

N

ra wn

to
m.ooo
10

to

ill, 37!
10

to

to
111,284
86,181
to
17,900
117,343
83,158
19,809
M.254
63,130

119,553
12,129

120,954
118,241
84,195
11,084
18,967
to

to

115177
12.508
17,0U

m.ooo
63,402
15,416

110.082

to
to

113,413

113171

113,178

to

10

1783
12,553
114,736
121,000
89,364
63,627

N 3
PLA7A Fl u
EFFORT  DEDUCTIBLE  STATE AID
pawn fa WIT
126,969 133,031
17,556 152.4XX
810.7X6 149,254
1107 131,493
133,306 126.694
116,470 >43530
17,390 MlI, 051
116.613 u3.u7
86.710 153,290
u.883 155,115
13565 u4.U1
11,366 152,453
110.628 M9.372
86,515 445,546
129 442,628
117,310 439,46%
11.160 449,332
86.941 MI,SOS
» 456,170
110,269 449,731
171 440,359
19,1U H1, 727
115,375 444,625
1255 434,789
U1l M1, 701
65,934 U9.468
19,594 U9.340
1596 450,437
115.266 4U,734
111,599 US, 401
111,137 444,463
119,497 >40,503
127 SU,7%
1227 157,26%
1961 151,996
15.U9 >33,651
110,930 445,664
to ta.su
1151 8X9,817
819.736 HO,264
12.213 457,787
tt 8X6,567
m27 Hi,202
N 446,522
19,603 850,397
116,379 443,621
12,761 ta.ia
110,161 847,307
45,955 139,309
1145 ta.su
6U 150,590
12,819 ta.su
17,419 ta,at
112,931 847,069
116,254 8X3,742

tt

sfive i
HLIB35 aow W42 Ui

n,zn.ua
MOO,000
i2.iM.09

U37.19UH

PGKaTNt

2).U

6.it

24

71.28
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Ny State of Alaska
CFFICE Bf TnE GCVEPNOR

Jexeal

February 10, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P-.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 1IIlI, sec. 18, of the Alaska Con—
stitution, I am transmitting a bill relating to the public schccl

foundation program. The primary purpose of this bill 1is to
provide for an equalization program in Alaska®s public school

foundation program which will ensure that the disparities in per

pupil spending between districts are sufficiently small that
school districts in the state may continue to qualify for federal

impact aid, and that the state may continue to take that impact

aid Into account when distributing state aid under the guidelines

of P.L. 81-874 (20 U.S.C. 236, et seq.), as amended, and the

regulations adopted under it. Alaska currently receives

approximately $65 million in federal impact aid, and all or part
of that funding may be jeopardized 1f the funding formula
considers the level of federal aid when setting state aid, but

does not keep the disparities in per pupil spending below federal

guidelines.

Timely enactment of this bill, substantially as written, 1is
important if the equalization program embodied in this bill is to
work correctly in fiscal year 1988. Under AS 14.14.060 -
14.14.065, the Ilocal contributions for the following fiscal year
must be appropriated by each city or borough which i1s a school
district by May 31 of each fiscal year. For that reason, sec. 4
of this bill has an immediate effective date. If the bill takes
effect by May 31, 1987, the municipal contributions for fiscal
year 1988 will be covered by the local effort requirements of
this Dbill. Under AS 14.17.025(c), 1interest earnings that the
school district 1is allowed to keep and spend, and 1in-kind
contributions by the municipality, may later be counted toward
the local effort requirement wunder department regulations.
However, the required appropriation must include any estimated
in-kind contributions and interest earnings and must be made by
May 31 of the "pre-fiscal year."
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The bDbill also addresses several other problem areas 1iIn tve
current foundation program, a.: discussed in the following
section-by-section analysis.

Section 1 of the bill amends AS 14.17.010 to ma Te i1t clear that
public school foundation aid received by school districts may be
used for community school programs, regardless of whether funds
are separately appropriated to the community school? proorar.
under AC 14.7f.

Section 2 repeals and reenacts AS 14.17.021 to provide a new
basis tor calculating state aid, now to be called state
foundation aid. Basic need i1* calculated under sufc.-ec. (b) for
each school district by multiplying the district"s area cost
differential in AS 14.17.051 by the number cr instructional units
for which the district is eligible under AS 14.17.C31, and then
multiplying that proe.uct by the instructional unit value 1In
AS 14.17.056. State foundation aid 1is then calculated under
subecc. <?) by subtracting from the district"s basic need 1its
required local effort under AS 14.17.025(a) arc 90 percent of the
federal impact aid the district received in the preceding fiscal

year.

Section 3 provider: the basis for funding centralize*., corre—
spondence study. The total number of state correspondence
studer.es i1s usee tc- calculate 1instructional wunits urder the
formula for elementary schools in AS 14.17.041(b)(1). Each unit
is then funded at 65 percent of the instructional unit value in
AS 14.17.056. No area cost differential 1is applied.

Section 4 provider the basis for calculating the required and
permissive local effort of each school district. Each municipal
school district"s operations rurt he funded by 1i1ts local
municipality by at least the equivalent of a four mill tax levy
on the full and true value of tie taxable property in t7o
district under AS 14.17.1*10, or 35 percent of the district"s
basic need for the preceding fiscal year, whichever 1s less. No
municipality is permitted to contribute mere than the equivalent
cf a 5.5 mill tax levy to 1it: r."Tooiated school district, a
feature designed to prevent excessive disparities from arising 1in
the amount being spent per student on a statewide basis.

In PFAA school districts (regional educational attendance areas)
no local contribution In recuirec . However, to prevent e::cc*"ive
disparities from arising 1in those districts, .interest earr.inre
end. other local revenue? are not to be considered local revenues
for current expenditure? within the meaning of federnl law and
regulation, arid c.re subject tc regulation and dirpc. itior. by the



For. Een Grussendorf Page 3

department. The department may require, £cr 1instance, t!at
interest earnings and. other Jlocal revenue be placed iIn t7%
district"s capita?, projects fund rather than being placec in the
district ™ operating fund.

Section 5 amends AS 14.17.021, which 1itemizes the instructional

units each district may receive. Units are generated ir. funding
coirmur.itiev within each district, to be determined by the
department on the basis of geographic and attendance area
factors. Separate units are generated ir. each funding community
on the Dbasis of K-12 average daily membership, high-co. t
vocational course ADM Tfull-time equivalent, special education,

and. bilingual education student counts 1in various categories of
service. Although ur.it.-: are generated based on student count - iIn
eacl of the programs mentioned, there 1s no requirement that a
district actually spend 1its foundation ai<- 1ir. each program 1in
proportion to the units generated by that program. A "hold harm—
less” provision appears in AS 17 .37.031 (b), so that a district
whose K-12 units decline by mere than 10 percent iIn a given year
is tmatcd cs ir the crop were only 10 percent. Provisions fcr
the actual calculations cf inctructicr.nl units are in
IS V.17.041 - 14.17.047.

Section C repeals and reenacts AS 14.17.041 to provide for the
cal dilation of the instructional units based, on K-12 average
daily membership. Kindergarten students attending programs less
than four hours a day are weighted by G.5. Students in district
corror.porderce or other alternative programs who co not regularly
attend school or. a daily basis are counted 1in the appropriate
grace level of the fur.cli.rc community with the largest A, in the
district. Instructional unit calculations are not roundec upward
to the next whole unit, a, was done wunder previous funding
formulas, so that the addition or loss of a single student does
not result in major funding discontinuities. Smaller frr.dirg
communities that do not have at least 200 ADM 1in both K-6 and
7-12 populations are funded in subs.ee. (@) unc-er a separate table
that presumes 1inherent 1inefficiencies of rmel?. scale. Other
funding com munitio:- are funded wunder separate formulas ir.
AS 14.17.041(b) for K-6 and 7-1? students, which generate greater
funding for the 7-12 student.-.

Section 7 adds ps 14.17.043, which provides for the calculation
of vocational education 1instructional units. Only high-cost
vocational education course*® approved by the department wi*i
generate units. Units are bared on the average daily membership
full-time equivalent of each course, withthe units weighted by a
cost factor ret Dby the department for each course. Aminimum
number of wunits in guaranteec fcr funding comm.uniticT and
districts that operate such approved high-cost programs
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Sectjor. 8 adds AS 14.17.045, which provides for th.e calculation
of special education instructional units, based upon identified
children enrolled in approved special education programs on the
last cry of the counting period being usee. The number of units
generated is weighted by the category of service each identicied
child receiver... P r:nimum number of units 1s guaranteec for
funding communities and districts that operate approved special
education programs.

Section 9 adds ps 14.37.047, which provide; for the calculation
of bilingual education instructional units based upon identified
children, who are required by department regulations to Le served
by Lilir.gual programs, and who are enrolled in approved bilingual
education programs on the fact day of the counting period being
used. Units generated are weighted, based upon the language
domirsr.ee category® of each such student, under vregulations
adopted by the department.

Section 10 repeals and reenacts AS 34.17.051 to provide for a
multiplier, called tf.e area cost differential, which 1is bared on
the cost differences in tl.e various district;,, and which 1is u=ed
to determine basic need under AS 14.17.021(b). The area cost
differentials in this bill are basec. upon an arbitrator®s
decision, cated October 24, 1.986, netting area differentials 1in
salaries of 7.lauke. Public Employees Association employees working
in various regions of the state.

Section 11 of the bill amencs AS 14.17.056, setting th.e iIn—
structional unit value at $60,000.

Section 12 of the bill repeals and reeractp pPs 14.17.080. Under
the proposed vrev: language, that section would vrequire each
district to subr.rt an estimate of 1its average daily rr.er.berc-hip
and otlior student count data for the succeeding fiscal year by
September 20 cf each fiscal year. Those estimates will serve an
the basis for th.e department®s request to the governor for
legislative apprcpriat?onr for the succeeding fiscal year, but
will not be the basis of payments to the districts. Payments
will be based, for the first nine monthc each fiscal year, on
the actual student data for the previous fiscal year, and, for
the last three mentis of the tis-cal year, will be adjusted bared
un actual student data tor that fiscal year, as provided 1in the
amendment to AS 14.17.170 in sec. 36 cf the b-ili.
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Section 13 repeals and reenacts AS 14.17.082 to limit, to five
percent of the year®s expenditures, the unreserved portion of tie
balance .in each district"s school operating fund which may be
carried over at the end. of a fiscal year to the next fiscal year.
State aid in the next fiscal year 1is reduced by any amount by
which that limit is exceeded. This section also has an i1mmediate
effective date, sq that operating fund balance-- at the end cf
fiscal year 1987 will be governed by this limit.

Section 14 of the hi?.? rmerds AS 14.17.140(a) to make it clear
that the Department of Ccmmvr.ity and regional Affairs 1is to
provide an assessment of the full value c¢J' taxable property 1in
a]l school districts, not just the city and borough .Thool
districts. That provision is tc aic the legislature in planning
for the future of the unorganized, borough by providir.c a mere
accurate cellmate of the tax base that would be available in the
rural areas.

Section 14 also makes a technical amendment to AS 14.17.140(b),
which provices that motor vehicles subject to the meter vehicle
registration tax are *> he 1included 1ir. the assessment, by
correcting the statutory reference.

Section 15 of the bill repeals and. reenacts AS 14.17.160, which
provides for two stucent counting periods that serve as the hasis
for funding school districts. It require:® that the cistrict
reports be submitted to the department within two weeks after the
close of the counting period, In a. effort to speed up the
department®s data handling ability.

Section 76 repeals and reenacts AS 1-1.17.170 to provide that the
Cctcber vreport, or the February report 1if 1t results 1in the
district being eligible for more instructional unit-", 1tz ur.ee to
adjust the district"s state foundation aid for the fiscal year in
which the report iIs made, by adjusting the payments during the
last three months. The applicable report also serves as the
basis for calculating the state foundation aid payment:, for the
first nine months of th.e next fiscal year, until that year"s
balance ir recomputed based on that year ¥ student count period
data. Preliminary funding based on actual student counts from
the preceding fiscal year provides a better system than current
law, which provides preliminary payments ba.-nti on school district
estimates rather than actual count- period data, because dir-trieon

have sometimes estimated far too high. This section alio
require * districts tc immediately remit any overpayment? in t”oir
state aid to the commissioner. It permits the commie 1ioner, upon

ar appropriate showing, to n.ah.e advance payment.-, to di-trictr
experiencing cash flew shortfalls, .c long as no district":" state
aid entitlement for the finca. ”year 1I.. exceecec.
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Section 17 makes technical amendments to AS 14.17.190, and makes
it clear that a school district must maintain complete financial
records of. any money received by the district ancl that all schcci
d_lstrlct financial "records are subject to state audit at any
ime.

Section 18 makes a tcchrical correction to AS 14.17.200. U c.er
Alaska's Administrative Procedure Act, agency regulations are
"accpted" rather  than  "promulgated” by = the department.
"Promulgation" s completed by the lieutenant governor's
ublishing the regulations in tfie Alaska Administrative Cod6.
onsistent use of "adopt" helps simplify the matter.

ection 19 amendr AS 1417220 to make it clear that the lccal
ffort limitation in AS 14.17.025 does prevent local hol
istricts from providing educational funding beyond a certa
xtert., The purpose of that limitation 1s to prevent the
|shar|t|es in per pupil spendire freir exceeding the limitations
f the federal impact aid program.

Section repeals and reenactr AS 14.17.225. New language in
subsec. (a) recruire? each district to establish, mainfain, anc.
operate under a balanced budget. Thus if a district's revenue
outlook changes for some reason, the district must adjust its

budget and |ts sendln pattern accordingly. Subsection (a) also
clarifies that state IS not responsible or fliable for ar.
debtl, incurred by sc hool districts, ew language in subsec.
clarifies that if a proration is necessary to keep aid to
districts within the amount appropriated for” that purpose, th.e
proration will be accomplished bg reducing the instructional unit
value in AS 14.17.056 as require

Section 21 amends the definition of "ADM full-time equivalent" in
AS 14.17.250(1) to. make the countlng period = for which a
determination is beir.c made the basis for calculation.

Section 22 amends the definition of "average drily membership" in
AS 14,17.250(2) to make the counting period, for which a
determination i5 being made tie basis for calculation.

Section 23 amends the definition of "taxable real arc personal
property in AC 14.1"" 25CM1) to delete the exception fcr
household gccds arc  personal effects. amendment IS
technical in nature, because AS 29, <15, 030 currently
recuires exemption from taxation for "h ou ahol urnlture and
personal effects of members of a household AS 29, rather than
AS 14, is the proper place for the exceptior.
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on 24 is a transition section applying only to fisca] years
17P9, ard 1990. Subsection (a) is a special prevision for
calculation c¢f each district's recruired local effort for
iscal year 1988, For tlat purpose, each district's basic ne
for the precedlngb fiscal ‘year will be determined by t
department on the Dbasis of projected data fo.r fiscal, year 1988,
ard or. the allowable instructional units and instructional unit
value as contained in th.e bill. This section 1is also %_lven ar.
immediate effective cate sc that the municipal appropriations fir.
the spring of 1987 for FY 1983 can be determined accorcingly.
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Subsection ,Cgb)_ of the transition section provides for
id i

0
harmless" a n fiscal years ifPP, 1989, and 1990. If bcth *2
the district's baric need, per ADM, for the year is less thar. f
percent, 80 Fpercent, cr 70 percent, respectively, of a comparable
figure for FY 1937 (the sum of the district's state aid under
former AS 14.17.021, 90 percent. c_  it:- federal impact aid
received curing that year, and, for ity and borough districts,

its interest enrr.irgs and municipal contributions for that year),
and (2) the district's state foundation aid, per ADM, for th.e
year under AS 14.17.021 (at) i- less thar either 90 percent, SO
?ercent, or 70 percent fcr one of those years, respectively, of
he state, aid, per ADM, it received for FY 19G7; tier, the
district will be brou?ht up to the appropriate transition level
that costs the state the lea-'t amount. In simple terms, if the
number arrived at under either (1) or .(22 of rubsec. (b) is a
negative number, or :r zero, the district  ir. not eligible fcr
additional aid. _If both ruirhors arc positive, the district is
eligible lor acditional aid in the amcur.t r* the smaller number.

Section 25 is a repealer section, repealing several sections of
the I,eX|bs|t|ng foundation program statute:,  that arc rc 2op<er
applicable.

Section 26 mates secs. 4, 13, and 24 of the Dbill effective
J|meet1|at1e9Ig7 Section 27 makes U:o remaining sections effective
uJ.v 1,

| believe that this bill, if enactec, v\ill provide a L'air arc
equitable formula fcr funding our public schools for veers tc
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Juneau, Alaska
May 19, 1987

Written Testimony cf Senator Joe P. Josephson
To The Senate Finance Committee
House Bill 126

Mr. Chairman and members of the Finance Committee:
| submit for your consideration the following testimony
regarding CSHB 126, relating to the public school foundation

funding formula.

. IN SUPPORTING THE HOUSE-PASSED BILL, URBAN MEMBERS OF
THE SENATE HESS COMMITTEE ACQUIESCED IN A MEASURE THAT
INCLUDES AREA DIFFERENTIALS LESS FAVORABLE TO URBAN
AREAS THAN SB 119, THE BILL APPROVED BY THE HESS
COMMITTEE EARLIER IN THE SESSION.

The Senate HESS Committee consists of Senator Paul

Fischer, Senator Joe Josephson, Senator Jay Kerttula,
Senator Rick Halford, and Senator Lloyd Jones. All but
Senator Jones are from the heavily populated railbelt area.
Senator Jones is from the Petersburg-Ketchikan area.

For years, railbelt taxpayers have felt aggrievedby
the  wayin which state support for public schools s
allocated. However, railbelt legislators have attempted to
recognize the needs of the rural areas.

It remains the fact, however, that the railbelt's
students — about 70 percent of the statewide total —
receive through their districts only about 50 percent of the
state's public school operations support.



The HESS Committee held numerous hearings on SB 45,
by Senator Kerttula, and SB 119, by the Rules Committee by
request of the Governor, relating to state school aid and
the foundation formula.. In early April, the HESS Committee
sent SB 119 to the Finance Committee for its consideration.

The version of SB 119 which the HESS Committee approved
followed the administration's original proposals regarding
"area differentials". These proposals, it should be noted,
are more favorable to urban districts than the funding system
that is currently in use and the schedules included in the
House-passed HB 126.

Nevertheless, the HESS Committee, in deliberating on
HB 126, decided to send HB 126 to the Finance Committee without
change — that is, without going back to the administration's
original, more urban-oriented, schedules in SB 119,

Members of the HESS Committee can expect to be criticized
for that decision. But it was a decision made in order to avoid
an urban-rural division and in light of Governor Cowper's stated
preference for the House-passed bill, HB 126, which included his
second schedule for area differentials, over SB 119, which included
his original schedule for area differentials,

This is the background against which many of u%ﬂview a
new proposal of the Senate Finance Committee which would be a
further setback for railbelt taxpayers and students.

To be sure, adequate money can overcome most policy

problems, and the proposed version of HB 126 developed by the



Finance Committee does propose to ameliorate some of its

adverse effects by spending more money overall.

But there are several problems with this approach:

— Where is the money coming from?

— Is the House agreeable to the additional cost?

— Is the Governor agreeable to the additional cost?

— Assuming that the House and the Governor agree, how
will the formula affect railbelt districts in future years,

when money may be harder to find, and when the executive can

veto by reduction appropriated sums every year?

— Assuming that the House is agreeable, the Governor

is agreeable, and money to support the proposed schedules without

harm to railbelt taxpayers and students can be found in future

years as well as FY 1988, is there time today for the House to
concur in a new, complex, set of amendments drafted for the

Senate Finance Committee?

II. | BELIEVE IT IS DANGEROUS FOR THE LE
WITHOUT ENACTING A NEW FOUNDATION FO
DANGER CONFRONTS RURAL DISTRICTS.

The Department of Education has said that a new formula
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is neeeded, if Alaska is to continue to receive federal P. L. 874
money and take that money into account.

(Of course, P. L. 874 money could be received in the
districts, and ignored by the state formula — but that would lead
to a new set of state constitutional claims of inequity under the

Equal Protection clause, etc.).
The Department tells us that the State began to encounter



federal compliance problems after the 1983 session, when- the
Legislature enacted the per student ADM funding schedule as a
temporary exigency.
The Department cites its experience in the suit brought
by the Southwest REAA for its position. (Of course, the
Department has not asked federal authorities for a written
confirmation that failure to enact legislation will lead to
a loss of P. L. 874 funds, because such a request would precipitate
the very problem the Department is trying to avoid through legislation).
But the effect of a failure to comply, if it results in a
loss of P. L. 874 money, will be felt most severely in the rural
districts — especially the small rural city districts and the
REAAS which have a great deal of ANCSA lands within their boundaries.
Under these premises, it is important to note in conclusion
that the rural districts bear the greatest risk of inaction, not
the urban districts, and the greatest penalty of inaction will
be suffered by rural students.
For these reasons and others, | urge action on HB 126.



The attached table makes the point. The left-hand
column shows what districts will receive under SB 408, the
present system, assuming loss of PL. 81-84 revenues.

The second column shows what Districts would receive
under HB 126. The third column shows the amount of the
loss, on a district-by-district basis, .if we do not legislate

a new formula that complies with federal requirements.

Joe P. Josephson
State Senator-Dist. H.



SCHOOL DISTRICT

ADAK

ALASKA GATEWAY
ALEUTIAN REGION
ANCHORAGE
ANNETTE ISLAND
BERING STRAIT
BRISTOL BAY
CHATHAH
CHUGACH

COPPER RIVER
CORDOVA

CRAIG

DELTA GREELY
DILLINGHAM
FAIRBANKS
GALENA

HAINES

HQONAH
HYDABURG
IDITAROD

JUNEAU

KAKE

KASHINAM 1UT
KENAI

KETCHIKAN

KING COVE
KLAWOCK

KODIAK

KUSPUK

LAKE & PENINSULA
LOWER KUSKOKWIM
LOWER YUKON
MAT-SU

NENANA

NOME

NORTH SLOPE
NORTHWEST ARCTIC
PELICAN
PETERSBURG
PRIBILOF
RAILBELT

SAND POINT
SITKA

SKACWAY
SOUTHEAST ISLAND
SOUTHWEST REGION
ST. MARY'S
TANANA
UNALASKA
VALDEZ
WRANGELL
YAKUTAT

YUKON FLATS
YUKON-KOYUKUK
YUPHT

TOTALS

1 Excludes local

Nenana and Valdez differences occur because of change

FYy 88 $

AVAILABLE TO DISTRICTS
UNDER SB AOS (ASSUMES
LOSS OF PL 81-874 REVENUES)'

S 1,848,294
3,451,899
1,146,544

105,907,818
1,342,884
9,780,057
1,704,956
1,720,240
1,170,651
3,279,578
1,887,072
1,280,621
3,824,886
3,205,330

40,204,175
1,354,689
1,843,809
1,346,120
776,908
4,304,385
12,568,381
1,078,978
1,364,316
28,292,123
7,012,279
1,084,629
1,069,265
10,855,804
3,901,210
4,230,983
20,644,978
7,221,884
26,119,236
1,749,568
4,597,435
8,241,436
10,801,280
496,350
2,350,767
764,110
2,877,267
903,155
5,317,815
578,383
3,536,618
3,873,918
1,573,812
994,316
1,103,719
2,897,037
1,968,743
987,166
4,479,629
4,877,800
3,004,693

$384,799,999

contributions.
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FY 88 $ AVAILABLE
TO DISTRICTS M .
UNDER HB 126

$ 4,144,598
4,960,076
1,651,622

117,819,385
2,732,954
15,547,924
1,873,670
2,874,951
1,636,574
4,846,115
2,112,773
1,349,116
5,905,658
3,337,943
45,617,586
1,790,715
1,966,651
1,528,481
983,158
4,978,623
13,738,063
1,503,095
1,974,216
28,598,321
8,111,686
1,323,623
1,354,141
12,350,114
4,996,105
5,394,296
32,117,560
14,586,882
31,486,303
1,692,883
4,776,670
11,587,338
15,864,984
622,450
2,647,617
1,875,412
3,110,088
1,166,110
6,231,689
940,777
4,785,162
6,485,971
1,885,702
1,165,387
1,345,400
2,653,917
2,305,093
1,123,853
5,673,203
6,947,646
3,910,815

$473,991 ,946

in student populations count proposed

REDUCTION OF
TO DISTRICTS

$

2,296,304
1,508,177
505,078
11,911,567
1,390,070
5,767,867
168,714
1,154,711
465,923
1,566,537
225,701
68,495
2,080,772
132,613
5,413,411
436,026
122,842
182,361
206,250
674,238
1,169,682
424,117
609,900
306,198
1,099,407
238,994
284,876
1,494,310
1,094,895
1,163,313
11,472,582
7,364,998
5,367,067
(56,685)
179,235
3,345,902
5,063,704
126,100
296,850
1,111,302
233,621
262,955
913,874
362,394
1,246,544
2,612,053
311,890
171,071
241,681
(243,120)
336,350
136,667
1,193,574
2,069,846
906,1 22

$89,191 ,946

in HB 126.



|f a new foundation proposal does not ?ass,cor_recting the inequities of
distribution, and the State continues to distribute under the SB 408 (1986)
distribution mechanism, the federal %overnment is likely to withhold all
PL81-874 fundln? from the state. (The state has not met the federal
disparity test for 1986, due to a gendlng lawsuit bg S.W. Region REAA; and
cannot meet the disparity for FY 87 under the SB 408 distribution mecha-
nism

from the federal
and utilized as a
8 is received

to the extent of
a new foundation
[

I

f

The state currently receives $67,870.8 in PL 81-874 funds
?overnment. $21,200.0 is received directly by the sta

u_ndln%; source in the foundation appropriation. $46,6
directly by school districts and proposed as an offset
90%) in” the administration's foundation proposal. Were
proposal not to Pass, both the state and the school dis
their PL 81-874 funds. Districts would have substantial

available in FY 88. The attached spread sheets reflect

d
e
0
(
tricts would lose

less money
e loss in reve-

nues to districts (excluding local contributions),
Governor's proposed funding level $428,086.5
Loss of federal PL81-874 (21,246.1)
SUBTOTAL $406,840.4
TRS Match funded separately $§22,100.0)
Balance available to districts $384,740.0
INOTE: federal funding would not be made available to districts. Only
other source of funds would be local contributions. For REAA's local
contributions equal 0.]
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