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Telephone 1907) 48B-0730
Telecopier (907) 40B-9057
TELEX 36-686

January 16, 1990
Representative Bert Sharp
P.O. Box V

Juneau, AK 99811

PO Box 55239
North Poie Alaska 99705

Dear Representative .Sharp:

I would like to take this opportunity to comment on HB 183
exempting fuel dealers from obtaining a certificate of use
for fuel oil sold to heat commercial facilities. I fully

support this piece of

Currently,
tax for fuel
However,

sold to heat commercial

signed by the
using the fuel

fuel
sold

legislation.
dealers do not
buildings.

customer and certifies that
for a tax exempt purpose.

to heat private or commercial
the dealer must obtain a certificate of us* for fuel
The certificate of use 1is
the

have to charge the motor fuel

facilities.

customer 1is

that motor fuel tax nee \ not be col—
reasonable belief that at the time of
not to be used for a taxable purpose.

AS 43.40.010(1) states
lected if a dealer has
the sale the fuel is

In almost every case, a dealer will know by sight what the
purchaser will use the fuel for. IT the dealer has a doubt
about what the fuel will be used for, they will obtain a
certificate of wuse for protection against the liability of

paying the tax at a future time.

Since heating fuel 1is exempt from the motor fuel tax, it
should be exempt from the requirements of the certificate of
use. Dealers should only be required to obtain a certificate
of wuse if they have a doubt about the customers use of the
fuel, and then the auditor would have a clear list of those
customers who may have used fuel for a taxable purpose but
did not pay the tax.

HB 183 would relieve the dealers of the burden of collecting
certificates of wuse for those sales which are obviously
untaxable, yet would preserve the use of the certificates for
those sales which we feel could be potentially taxable.

Sincerely,

Walt Schlotfeldt
President

An Affiliate of Arctic Slope Regional Cor..ration



t n _
ifciedore (907) 488-0730 P.0.Box 56239
Telecopier (907) 488-9057 North Pole. Alaska 99705
TELEX 36-888 Walt Schlotfeldt
President

July 27, 1989

Department of Revenue
Income and Excise Audit Division
P.O. Box SA

Juneau, AK 99811

Gentlemen:

I would like to take this opportunity to respond to the
proposed amendment to 15 AAC 40.030 relating to certificate

of use requirements for motor fuel tax exemptions. Although
the proposed regulation change 1is more acceptable than the
current regulations, I still oppose regulations requiring

certificates of use for " fuel used to heat buildings or
facilities.

AS 43.40.010(1) states that motor fuel tax need not be
collected if a dealer has reasonable belief that at the time

of the sale the fuel is not to be used as motor Tfuel. In
almost every <case, a dealer will know by sight what the fuel
will be used for. If the dealer has & doubt about what the

purchaser will use the fuel for, he will either charge a tax
or obtain a certificate of use to protect himself from the
liability of potentially paying the tax at a future time.

The definition of motor fuel tax under AS 43.40.100(2) ex-—

cludes fuel used to heat private or commercial buildings or
facilities. Fuel used exclusively for a domestic purpose in
single or multiple unit private dwellings including mobile
homes, but not including watercraft, is exempt from the
certificate of use requirement in 15 AAC 40.030(b), however,
the dealer must obtain a certificate of wuse for fuel sold to

heat commercial buildings or facilities. This certificate of
use requirement creates an abundance of paperwork for the
dealer which in turn causes us to incur additional

administrative expenses.

An Altii-die ni Arctic Slone Rnaionai Corporation



Department of Revenue
Page 2
July 27, 1989

Although vyour proposed regulations would not require the
dealer to obtain an annual certificate of use unless the tank
location is changed or if the intended use of the fuel 1is
changed, I still believe that fuel sold to heat commercial
buildings or facilities should.be exempt from the requirement
and that certificates of use should only be necessary for the
commercial customers who the dealer suspects are using the
fuel for a taxable purpose.

I would encourage vyou to eliminate any vrequirements of
certificate of use for fuel sold to heat commercial buildings
or facilities.

Sincerely,

Halt Schlotfeldt
President

An Alliliate ot Arctic Slope Regional Corporation
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Telephone 1907) 488-0730 P.O. Bo* 56239
Telecopier (907) 488-9057 Napth Bole Akt 86708
TELEX 35-686 Walt Schlotfeldt

President

January 23, 1990

Mr. Bert M. Sharp

Alaska State Legislature
P.0. Box V (MS3100)
Juneau, Alaska 99811

Dear Representative Sharp:

I neglected to tell you that, in addition to obtaining
certificates of use forcommercial heating fuel, we must
report the names of ourcommercial heating fuel accounts
once a year. I do not like having to do this for propri—
etary reasons, as well as the waste of time of our staff,

I hope this continues to help identify the problems.

Sincerely,

Walt Schlotfeldt

WPS:pm
W.00123-1

An Affiliate of Arctic Slope Regional Corporation



JANUARY 1990

TO ALL QUALIFIED DEALERS:

JUST MREMNDER - PLEASE INCLUDE A LIST CF ALl YOLR COMMEROAL HEATING
Eblglg YOR MOICR AL TAX RETURN FCR THE MINTH OF CECEVBRR

&EIWMWALIFIEDIIALE?SM\EBEEVFE\O@OQM\E@\EMO:

CD_LINS OIL._GOVPANY
GALENA CONS] ON CGOVPANY

R&FHSTARRE.A\DHQ@N\E
PUGET SOUND

THE FOLLONING QUALIFIED DEALERS ARE NBWADDITIONS TO THE LIST:

ALAKA AIRCRAFT LEASING
EGEGIK AUEL QOVPANY

HF TRADING

HARCRCE CHEMICALS

KIZHYAK OIL SALES INC.
HERN PACIFIC TRANSPCRT
QLR STORE INC.

PETRO LLB SERVICES
TOTEM OIL PRODUCTS




QUALIFIED DEALER LICENSES

License

Numoer Company Nae January 1990
89-205 Alaska Aircraft Leasing Inc.
83-022 Alaska Aerofuel inc. J
85-113 Alaska Fuel Products

83-012 Alaska Fuel Services _
85-092 Alaska Mechanical Fuel Service
83-002 Alaska Oil Sales, Inc.

85-116 Alaska Petroleum’

84-071 Alaska West Express Inc.
82-002 Anderes Oil Company

85-112 ANICA Inc.

85-123 ARDO Alaska, Inc.

89-201 Astra Ol Co n Inc.

83-068 Aurora North Sales

87-165 Badger Fuel, Inc

86-140 Bethel Fuel 'Sales,

84-085 Big State Loglstlcs

88-178 B.P. Exploration (AIaskaP Inc.
88-172 B.P. North America Petroleum
89-192 Board of Trade dba Alaska Cab Garage
89-188 Bristol Bay Contractors
88-175 Bristol Bay Supply

84-083 Campbell & Sons

85-118 (BM'Leasing, Inc.

82-010 Chevron

89-194 City of Aniak

87-161 Clarendon _Marketing, Inc.
82-005 Columbus Distributors Co.
89-191 Colville Environmental Services Inc.
85-131 Dartts Fuel Service

83-024 Delta Fuel, Inc.

85-102 Delta Western %Western Pioneer, Inc.)
82-003 Denali Fuel Company Inc.
83-052 DouPIas Oil Hea

83-013 Do es FueI SerV|ce

89-206 ?qr Fue

89-202 f "Tradi

88-177 Eskimos Inc

83-053 Everts Air Fuel

88-170 Express Fuels

82-009 Exxon Corporation

84-088 Fagerstrom Enterprises Inc.
82-012 FiSher's Fuel Inc.

88-175 H & H Contractors Inc.

88-169 Hal da 011 Products

89-207 Harcros Chemicals Inc.



Haines Terminal and Highway Company
Harbor Enter rrses Inc

Harbor Fuel

Hawanan Indegendent Refinery, Inc.
Hoffman Fuel Service

Hoonah Seafoods (Excursion Inlet Packing Co.)
Hoover's Movers

Ik?s FueIF 5 G0

nterior Fuels

Ireland_ Transfer gtpg?grage Co.

Irish Truckrngi

Island Fuel

Johnny's Fuel (Rodrke Inc.)
Johnson Fuel Service

Kenal Airpart Fuels, Inc.
Kizhuyak_Oil Sales Inc.

Kodiak Oil Sales

Koyukuk Inc

&uparuk Fuel Sales Ltd.

MG Refining & Marketing Inc.
Mapco Petroleum Inc.
Marathon FueI Servrce

Metallgesell'schaft Corporation

Moody's 011 Servrce
Moody's Sealighterage, Inc. .
Nenana Standard Heatin Servrces

Native Communit .
Nondalton Natrve Fue Servrce
Northern Alr Cargo, Inc.
Nort ern Ener% or oration
Northern Pacr IC Transport Inc.
-Northway'F
Novaks ueI Drstrrbutors _
Nunakauiak Yupik Corporation
Orca Qil Co., Inc.

r Store Inc.
Pacrfrc Alaska Fuel Services, Inc.
Pacific Fuel Trading Co.
Petro Lube Services
Petro Marine Services
Petro Marine Services - Ballyhoo
Petro Marine Services - Barge .
Petro Marine Services - Niki ski
Petro Products, Inc.
Petro Star Fuel
Petro Star, Inc.



Nurmber Conpany Nare

86-147 Petrolane Gas Service, Inc.
86-145 PRI International, Inc.
89-196 Radiant Heating Fuel Service
83-041 Reeve Aleutian” Airways
83-045 Reliable Transfer

85-110 Royal Fuel Company

84-086 Salcha Services

83-067 Saupe Enterprises, Inc
89-193 Saurtan Fuel’ Service Inc.
88-174 Seldovia Fuel Oorrpany
88-180 Seppala Enterprrses

83-C05 Service Qil & Gas,

83-047 Service Transfer

83-016 Shell Qil Company

89-190 Shoreside Petroléeum (Harbor Fuel Svc.)
83-034 Sitka Fuels, Inc.

83-010 |tka undO

82-013 { Fuels

84-080 Smr IV?htera e Qo

83-006 Snyder ercan le Company
83-020 Sour ough Fuel

85-128 Michael Fuel Company
83-064 Star Heating Fuels

89 208 Star Products
Stratollft Inc.
Suburban Propane (Vangas Inc.)

loelecles]
QOO
— o
=133
NG

Sunshine 011
83-001 Taku 011 Sales,. Inc,
88-168 Teller Commercial Oonpany
85-101 Terminal O1l Sales,
82-001 Tesoro Alaska Petroleum Oongansy
83-038 Tesoro Refining, Marketing & Supply
85-115 Texaco Refining & Marketing, Inc.
83-033 Thompson: Transter Inc.
87-163 Totem oil Products Supply, Inc.
85-117 "Tucker Heatrn% Fuel
83-043 Transworld 01 USA Inc,
88-186 Trident Seafoods Corporation
83-032 TW|ster Creek Union 76
82-008 Union 0 Oonpany of California
83-065 Valley OI Co
89-195 Western Petroleum Company
82-007 Whittier Service Inc.
83-063 Willner's Fuel
83-049 Woods Air Fuel
83-009 Wrangell 011 Heat Inc.
88-187 Yukor™ Fuel Inc.
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Title: An act relating to the b Income & Excise Audit

exemptions from the motor fuel Tax _
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NO. |
HB 183
FIOUSE 2/7/90

HB 183

February 2, 1990
Prepared by Income = . |
and Excise” Audit Division
Department of Revenue

Analysis

Section 1 of the bill amends AS 43.40 by idding a new section to
?ene_rally provide that a dealer is not required to collect the motor fuel
ax if a certificate of use is obtained from the buyer representing that
the fuel 1s not for use as motor fuel. The certificate of use pronibits
the department from trying to collect from the dealer in the event the
fuel was taxable motor fuel, Para%raphs (a) and (b{)_are Identical to AS
43.40.010(1) which is repealed I Section 3 of the Dill.

Paragraph (c) provides that certificates of use need nof be obtained
In certain Instances. A certificate of use need not be obtained by a
dealer for fuel which 1Is at least 10% alcohol, for fuel used to heat
private or commercial buildings or facilities, and for fuel used for
nontaxable purposes as determined by the dePartment In re?ulatlons. A
dealer only needs a reasonable belief that the fuel Is not to be used as
motor fuel” in order to sell the motor fuel without collecting the tax.
Reasonable belief Is not defined.

The amendment essentially follows current. law with one_ major
exception. Current law provides. that a certificate of use is not _
required for fuel for an¥ dnestic purpose in a single or multiple unit

rivate dwelling or for fuel which 1s at least 10% alcohol. Therefore,
he amendment extends the exemption from obtaining the certificate of use
to all fuel for heating purposes.

Section 2 amends AS 43.40.035(a). This provision gives a credit or
refund to a person who resells fuel previously taxed that |s not motor
fuel. The amendment will allow a dealer to obtain a refund of any taxes
paid on fuel for which he has obtained a certificate of use or possesses
a reasonable belief that the fuel Is not be used as motor fuel.

Section 4 provides for a July 1, 1989 effective date which needs to
be updated. e

Comment

Prior to 1982, dealers were not required to collect motor fuel tax
f they had a reasonable belief the fuel was to be used In a tax-free
manner. Several dealers failed-to collect tax In situations which the
department and eventually the court held the dealer did not exercise*
reasonable care In determining whether tax should be collected. These
decisions _left dealers unprotected against customers that told a dealer
they qualified to purchase fuel tax off yet used the fuel for a taxable
purpose. To protect dealers, the certificate of use provisions were
adoed to statutes In 1982. Dealers were no longer required to use their

page 2 of 3



B 183 HB 183
February 2, 1990 HOUSE 2/7/90

Prepared by Income . .
ana tiicise” rtuair Division
Department of Revenue

independent judgment to determine a sales taxability. By obtaining a
certificate of Use from their customer, the dealer effectively
transferred, responsibility for collection of the tax to the customer. .
This provision also assisted the Department in increasing compliance wi
the motor fuel tax law. Customers were not as willing to sign a

statement under perjury that the fuel was to_be used In a taX-exempt
manner as they were” in" orally communicating it to the dealer.

In recent days heating fuel distributors In the Interior have. become
reluctant to obtain certificates of use from their commercial heating
fuel customers. It at times Is an arduous task and in their minds a lot
of unnecessary paperwork. The Department addressed the situation in 1989
with regulations which eased the certificate of use_reporting burden.
Under néw rules, dealers were only required to obtain a cerfificate with
the first purchase of heating fuel made by a customer. ~So long as that
customers operation did not Cchange, 1.e., the fuel continued t0 be used
for hea_tln% purposes, additional “certificates of use are not required to
be obtained. e department believes the re%ulatlo_ns have adequately
responded to _the dealers needs and that the Dill will take us back to the
problems we faced prior to 1982

Fiscal Impact

Statewide, approximately 110 million gallons of tax exempt heatingi
fuel are sold annually. It s, unknown how much of this fuel may actud %
be converted to taxable use without the state receiving the revenues.
anticipate that between 0-5% of heating fuel may be converted to taxable
use if the bill passes. Assuming that the majority of it is consumed in
(Illégﬁggeengmes on highway, the potential tax loss would be $88,000 per IX

page 3 of 3
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BILL VERSION
1989 LEGISLATIVE SESSION PUBLISHDATE

" e FISCAL NOTE :
R subp

ReVISIO
rltate Aid for Education, uoport

Snonsof:  Eliason, Zahroff et. al." foundation"
Regpggpf: H iason Components

EXPENDITURES/REVENUES:  (ThousandsofDoflars)

OPERATING FY 89 FY 90 FY a1 FY 92 FY 93 FY 94

PERSONALSERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
*BOQUEMENT
DA STRUCTURES
GRANTS, CLAIMS 4./U3.4 4.703.4 a4.M..4. 4./U34  4.703.-
MISCELLANEOUS B
TOTAL OPERATING 0 4.,703.4 4,703.4 4,703.4 4,703.4 4,703.4

HOUSE 4

CAPITAL

| REVENE = |

GENERALFUND 0 4.703.4  4a7(8-4  4.703.4 4,703,4 . 4.703.4
FEDERALFUNDS -

OTHER

TOTA"

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attachasgarate page 1fnecesssy)

See attached analysis of impact on the Foundation program.

Y Commiss " 123139

Division:

'Ad\oproved by Commissioner: . Dam: 2/23/89
gency: ~ “Education

Dstnbuuon bgpreparer
Legislaave H
Leglslailve Sponsor
Requeaor
OfBee of Management and Budget
Impected Agency(ies)
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IN THE HOUSE BY WALLIS AND JACKO
HOUSE BILL NO. 185
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to state aid for education; and

providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.17.041 is amended by adding new subsections to read:

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

(e) A district with an ADM of 3,000 or less that consists of one
funding community shall increase the elementary and secondary instruc-
tional units received under (a) or (b) of this section by multiplying

the instructional units by a percentage determined under the following

table:
District ADM Percentage
1- 250 1.12
251 - 525 1.08
526 - 1000 1.06
1001 - 2000 1.04
2001 - 3000 1.03

(f) A district with an ADM of 1,000 or less that consists of two
funding communities shall increase the elementary and secondary 1in-
structional units received under (a) or (b) of this section by multi-
plying the instructional units by a percentage determined under the

following table:

District ADM Percentage
1- 250 1.08
251 - 525 1.04
526 - 1000 1.02

HBO185A -1- HB 185












The purpose of this bill is to provide a permanent solution to
address a weakness in the Public School Foundation Program. The
weakness is that for a school district of two or less funding communities,
the instructional unit schedules which determine a district's entitlement
to basic need do not generate sufficient revenue to provide for fixed
costs, e.g., district administration and operation/maintenance of plant.
These districts must fund fixed costs by decreasing the instructional
program or increasing local taxes, if possible. Those districts which have
more than two funding communities gain enough from replicating the
instructional schedules to provide for these fixed costs.

The bill adds a percentage to the number of K-12 units to cover
these fixed costs. The percentages are stepped on a sliding scale. That is,
the smaller districts receive a larger percentage. These percentages were
determined after analyzing expenditure patterns of these districts and
identifying the fixed/variable costs of district operations according to

district size.

The 1987 and 1988 Legislatures were cognizant of the problem with
the formula and made special appropriations of $2,000,000 and
$3,500,000 respectively. This bill will provide a permanent solution by
which districts can plan their budgets and adequately meet expenses.



- - - -
*

HIGHLIGHTS
SINGLE-DUAL SITE FINANCIAL CONSORTIUM STUDY REPORT

BACKGROUND

In April of 1988 a number of Alaska School District Board of
Education members and superintendents met to discuss their belief
that the funding formula had a disparate impact on single and dual-
site school districts.

The group determined to form a consortium to investigate the effects
of the application of House Bill 126 on small single and dual-site
school districts. The membership included single and dual-site
school districts with enrollments of less than 3,000 students.

The consortium contracted for a study to investigate how these
school districts had been impacted by the new Foundation Program.

FINDINGS
The major findings of the study are as follows:

1. All districts in Alaska experienced a reduction in
expenditures per ADM (average daily membership) between
fiscal years 1986 and 1989.

2. Single/dual site and small school districts experienced a
greater reduction in dollars per ADM than did multiple site and
larger school districts - that is, the changes in funding resulted
in disproportionate/disparate program curtailments that
negatively affected small single and dual-site school districts
more than larger and multiple-site school districts.

3. Larger and multiple-site school districts have now
approximated their FY 1986 dollar per ADM expenditure levels.
4. Smaller single and dual-site school districts have remained
at a level relatively constant with the level to which they had
fallen after the FY 1987 budget constrictions.

5. To bring the smaller school districts back to their relative
position when compared to the larger districts, an increased
expenditure of approximately $10 million would be necessary.
6. The researchers concluded and recognized that multiple-site
school districts are more costly to operate than single/dual site

school districts.



The researchers generated and evaluated several methods of
addressing the funding problem. The researchers identified and
recommended a funding scheme which would result m a percentage
increase added to the Foundation Formula allocation to each of the
small single and dual-site school districts. They generated three
alternative solutions which the Consortium could consider, all of
which would cost between .89% and 1.23% of the State of Alaska
Education Foundation Allocation for FY 1989.

SOLUTION, AMOUNT TO BE
DISTRIBUTED

A $4,672,724

B $4,072,837

C $5,539,129

CONCLUSION

The Consortium membership has no interest in competing with other
school districts for existing dollars. It is the belief of the Single and
Dual-Site Consortium membership that additional money in the
amount of $4,672,724 should be added to the Foundation Formula
Allocation and distributed among the school districts negatively
affected by application of House Bill 126.
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Revision Dale: Agency Afi% izd Educatlon
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FISCAL NOTE COST ANALYSIS



ANNETTE ISLAND
BRISTOL BAY
CORDOVA
CRAIG
DELTAGREELY
DHXMGHAM
GALENA

HAINES

KETCHKAN

KLAWOCK

PaiCAN

PRBLOf ISLANDS
SAND POINT
SITKA

SKAGWAY

ST. MARY'S

WRANGELL
YAKUTAT

TOTAL

T| PROJECTED

430.00
240.00
42000

235.00

2502.00

172.00
20.00

930.00

14500
1.010.0
13500
11500

160.00
995.00
506.00
130.00

12,674.00

11299

999.93

8.00%

12.00%

12.00%
400%

12.00%
12.00%

12.00%
300%

12.00%
12.00%
800%

12.00%
9.00%

0.00%

12.00%
12.00%
12.00%
900%
900%

857%

(EXISTING)

INCREASEIn

7798

INSTIUJCTIONAI

VALUE

$105453
$171409
$148,304

$197.082

$128,000

$315414

$120,559
$187011
$297973

$80.264

$129,230

$113400
$127,109
$104551
$152.430
$209.151
$109,294
$114.152

$4872,725

$1,105
$1219



LocA.  DEDUCTABLE

SCHOOL
EFFORT

ADAK
ANNETTE ISLAND
BRISTOL BAY
CORDOVA
CRAIG $155,135
DELTA GREELY
DILLINGHAM
GALENA $78,340
HAINES $450452
HOTWAH $90.888
K fDABURG $37,996
KAKE $70921
KASHUNAMIUT
KETCHIKAN $3.331,958
KING COVE
KLAWOCK $38,712
NENANA $66,062
NOME $560,332
PELICAN $42,621
PETERSBURG $692,336
PRIBILOF ISLANDS
SAND POINT
SITKA $1,896,637
SKAGWAY $221,834
ST. MARYS $16,739
TANANA $46,048
UNALASKA $386,275
VALDEZ $1,331,610
WRANGELL $417,379
YAKUTAT 076,168
TOTAL | $11431783

B 13 198

$1,930.997

$20,833
$1,051,663
$322.616
$302,686
$14,594
$172.906
0
$171.838
$801,166
$10,920

$305,344
$52,566

$14,282
$460405

$197.677
$72465
$10,166

$125,699

$7,671,141

S2.407.482

$1,693.226
$2.395.462
$1425134
$4,574,120
$2.727.319
$1.223,645
$2,003,265
$1537,312
$1,041151
$1273412
$1,143,626
$9,217474
0

$1,201,434
$1,778,703
$5,071,568

$568,134
$2942,186
$1575328

$6,330,995
$976 419
$1,465,230
$980.124
$1.342.052
$2.760450

$2.185603 |
$1.181,188 j
$1.542.840 }
$2.211.486 |
$1.273032 {
$4.302137 |
$2503.779 |
$1.076974 j
$1,919,954
$1.368.806
$946,004.
$1138441 1
$980,834 i
$8,903122
$0J_
$1,065,944
$1,613938
$4,797,902
$516,579
$2,766,182
$1,447595

—_ - -

$6.062.363

$863,019 |
$1.340461

$874,075
$1.177.460
$2.546,224
52418601
$1.020.333

—_ — —— —

$60.044.876 |

PROECTED  PHQJECTEO COST CF
STATE AID

$221,879
$166,118
$150,388
$183.976
$152.102
$271.B63~
$223540
$146.871
$83311
$168,506
$95,147
$134,971
$162,792
$314,352
0
$135490
$164,765
$273,666
$51,555
5176,004
$127,733

$268,632
$113,400
$124,769
$106,049
S164.592~
$214,226
$194,352
$112,965

$4,703,955
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COWPER, GOVERNOR

U Lu  Vid/U  LTulbtA]Vi/ Liu LT\

OOLDBELTPLACE
DEPARTMENT OF EDUCATION %06V¥E0§(TF10'|HSTREET
OFFICE OF THE COMMISSIONER JUNEAU. ALASKA 093110300

March 23, 1989

The Honorable Richard EHason
Alaska State Senator

Post Office Box V

Juneau, Alaska 99811

Dear Senator Ellason:

You have asked why the Department of Educafion cannot, on its own motion
expend funds from’the. $3.5 million appropriated by sec. 264(b), ch 173, SA
1988. The appropriation Is limited to "...Implementing changes in the public
school foundation program (AS 14.17)..." That Iangua%e expressly means that

the legislature must enact legislation to authorize the Departmént to spend
the money.

If | can provide additional Information do not hesitate to contact ne at your
convenience.

Sincerely,

Steve HI
Deputy Commissioner

cc.  Senator Johne Blr.kley

f1CH



POUCHY  SFAIECAPITCL
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LEGISLATIVE AFFAIRS AGENCY

M EMORAMDG®GHM March 29, 1989
SUBJECT: Appropriation for changes in the school
foundation program (SCS HB 543 (Fin))
T0: Senator Dick Eliason
FROM: Tamara Brandt Cook/ e£>
Director jr

Division of Legal Services

You have supplied me with information relevant to an appro—
priation enacted by the legislature last year in SCS HB 543
(Fin), sec. 264. It provides:

The sum of $3,500,000 is appropriated from the general
fund to the Department of Education for the fiscal year
ending June 30, 1989, for the purpose of implementing
changes in the public school foundation program

(Ad 14.17) as identified by the governor or by the
McDowell area cost differential report prepared for the
Legislative Budget and Audit Committee during fiscal

year 1989.

Steve Hole, Deputy Commissioner of Education, has informed
you by letter that the department cannot expend those funds
without legislation authorizing the expenditure. In HB 154,
sec. 13, introduced by the governor the appropriation is
amended to provide that the money simply go into the foun-—
dation program. You nave asked whether I am in agreement
with Mr. Hole regarding cne need for legislation to author—
ize expenditure of the funds. I do agree with Mr. Hole.

The language of the appropriation itself is probably too
imprecise to be implemented. On the one hand, it refers to
changes 1in the foundation program, suggesting that the stat—
ute itself is to be modified, and on the other hand, it
refers to changes identified by the governor or by the
ucuowell report. Neitner the governor nor the McDowell re—
port have the power to cuange the statutori-y ascaolished
foundation orogram, so it is unclear what role cney are to



Senator Dick Eliason AN
Page 2
March 29, 1989

play with respect to this appropriation. The legislature
cannot delegate its "power of the purse™ to the governor or
anyone else without establishing pretty clear guidelines for
expenditures, nor may it accomplish a delegation in an
appropriation act.

Aside from the uncertainty of the language used in the ap—
propriation, the section appears to violate the confinement
requirement. When the legislature appropriates money to an
agency to conduct a particular function, the agency must
have the power to perform that function under other law,
since an appropriation act itself cannot contain substantive
law. (Article 11, Section 13, Constitution of the State of
Alaska) The Department of Education does not have general
authority to pass out money to school districts, except un—
der the foundation formula. It cannot deviate from that
statutorily established formula unless authorized to do so
by law. (See Legislature v. Hammond, 1JU-80-1163 Civil
(Alaska Superior Court, May 25, T313§; Kelly v . Hammond,
C.A. 77-4 (Alaska Superior Court, April 12, 1987 reporter"s
transcript of record)

The letters of intent adopted by the House and Senate do not
have the force of law and cannot serve to grant to the
Department of Education authority to spend an appropriation
of the department otherwise lacks that authority. In this
case, the House and Senate letters are not identical, so
they do not provide the department with a clear indication
of how the legislature as a whole expects this money to be
distributed. IT the legislature wants tomake extramoney
available to snail municipal school districts and REAA
school districts to make up for perceived underfunding in
the past, the legislature will need to make specific appro—
priations to each recipient or the legislature will need to
establish ifo substantive law a special grant program and
authorize the Department of Education to make grants based
upon criteria set out in the law.

TBCrkb
wkk3/049
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REVIEWOF DEPARTIVENT OF EDUCATIONS POSITION
The Department of Education’s review of the consortium of single/dual site school districts
Rywd&jsended change to the foundation program (Tom Ryan to Steve Hole February 17, 1989)
recommends that the State Board of Education oppose the legislation.
The Department's opposition is that single/dual site districts do not have a common problem,
only a common complaint-not enough revenue. Furthermore, the DOE attributes these
complaints as not being a foundation formula problem, but that these districts having difficulty
maintaining a level of program offerings acceptable to their community.
Weaknesses in the Department's fiscal analysis is that they examined foundation revenues only
and did not pay any attention to total revenues available to the district. They did not examine
how much effort above 4 mills single/dual site districts had to make to provide for district
operations. This aaditional local effort is indicative that "basic need" for single/dual site
districts in inadequate.
The Department did not examine patterns of expenditure for districts but dismissed expenditure
patterns as "people tend to spend what they have;" moreover, that breadth of program could not
be achieved hecause small size means inefficiency. No analysis was made of how efficient
single/dual sites are compared to multiple site districts (Consortium study shows single/dual
sites are very efficient with the funds available).
The Department claims to have used a statistical measure called the "coefficient of variation" to
examine the relative changes within three groups of districts. No evidence is presented hetween
groups using this measure only variations within groups. However, the reasons for these
variations is not explained. The DOE concedes that the single/dual site districts had the least
variation in terms of dollars per ADM between 1983, 1986 and 1988.






GALENA CITY SCHOOL DISTRICT

J
T GALENA, ALASKA 99741

PHONE (907) 658-1205
S_AERINIENCHENTS

\
(Heart\of the\nteriorj\

February 6, 1989

Representative F. Kay Wall:
Alaska State Legislature
P. 0J Box V (MSV3100)
Junefu, Alaska 9(9811

Dear) Represntative Wallis:

For/the past ye&rA the Galena City”~chool District has been
cooperating with al\number of other Alaska school districts in
evaluating the effects of the current\school foundation formula
finknciai consortium which represents the interests of these 28 sclxpol
districts has been formed. This consortium has conducted an exhaus
analysis of funding Patterns which clearly demonstrates that single
site and dual site school districts have seen negatively impacted by
application of the current funding scheme, \Jalena City School District
agf es with the findings of the analysis and\is supportive of the
Consortium®™s efforts t( obtain additional Tfun\ing.

ie problems associated with the current fundinjKformula have been
/cognized by the Legislature since the date of implementation. |In
)87, the Legislature appropriated 2.0 million dollars to offset the
Iverse impacts of the formula; an appropriation of\3.5 million
>llars was made in 1988\for the same purpose. This X®ar» the Single
id Dual Site District Consortium 1is attempting to introduce
legislation whioh would result in an appropriation of X.6 million to
le distributed among 28 member school district. This amount was
ietermined through the analysis recently completed and submitted to
ou in the report Single Site/Dual Site District Consortium Financial

Jtudy Report, December, 1979.

Representatives of the Consortium will be working with all groups 1in
the educational community to obtain the desired funding. Additionally,
a number of districts have also secured the services of Hr. Nels
Anderson, former member of the Legislature. He will assist the
Consortium 1in their efforts and will be visiting your office 1in the
near future to acquaint you with the goals of the Single/Dual Site
Consortium. He will also be requesting your support on the

consortium®s behalf.
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We urge you to give the Consortium request your serious consideration.
IT you need additional information regarding the specific impacts on
Galena City School District, Please contact me.

Sincerely,

ffarry /E. Pyrdy
Superintendent



* ! 1 GALENA CITY SCHOOL DISTRICT

GALENA, ALASKA 90741
PHONE (907) 658-1205

S AERINTENCHENTS

OHACE

(Heart of the interior)’

R%)resentative Kay WarHs
P.O.BoxV \ \
Jujneau, Alaska 99811
Dear Senator Fischer;

le Department 6f Education at the request of the Senate Health>Education and Social
Services Committee, provided and presented a finding program whigh would modify the
Went education finance formula. - Thr* proposal was prompted by 53-179 which effects
>ingle/dual site funding.

“Tre Department of FgEducation proposal prese’hls a number of concerns, not the 182"t of which
||sf 1Ethet fact that this Prpposal was developed in Kje absence of a research or data gathering
effort.

There are a number of questions that the Department )f Education should be asked about this
proposal and are as follows:

1. What evidence exists \o limit the funding proposal to single funding sites and to eliminate
dual site from any financial enhancement?

2. The Department of Education has been aware of certain Inequities that exist In single and
dual site districts. No effort nas been to address either the pro%rafnmatm deficiencies or the
funding deficiencies. Why diq the Department elected to ignore thes\problem?

3. The Department of Education formula proposal eliminates one-third olsthe assessed value
of the State of Alaska in determining assessed value per pupil. What is thp rationale for
this determination?

4, What rationale supports the Department of Education's determination to ado the
Kake/Dillingham temporary solution suggested more one than one year ago?

b. Wh(}/ has the Department waited until this late date to dev_elo,o a fundinﬁ proposal when
audited financial data and programmatic inequities in the Single/Dual school districts were
known nearly one year ago.

6. WhP/ has the Department of Education changed its position regiarding the recognition of
the deficiencies? WhK does the Department of Education currently support a proposed
Foundation Formula change when less than one month ago the Department claimed that no



problems existed in the funding single and dual site school districts?

7. Why has the Department of Education declined to Eﬂrc_)vide the Single/Dual Site
Consortium information related to the rationale for their tinancial proposal.

8. Mr. Huxel, instrumental in drafting the Foundation Formula, indicates that the existing
formula includes front-end loading wilich is advantageous to multiple site school districts.
The disparity between multiple and single/dual site school districts is excessive and the

Single/Dual ‘Site Consortium Study supports and demonstrates this excess. Why hasn't the

Department of Education addresséd this issue.

As stated above, it is my opinion that the Department of Education should be required to
respond to these important concerns. Legislators, if they are to reach a reasonable
conclusions regarding the structure of the funding formula, need this information as well.
Should the Department of Education be able to adequately defend their fundmg proposal with
statistical and programmatic, the Smgle/DuaI Site’ Consortium would probably accept their
fmdln?s._ However, in the absence of an empirical analysis, it is quite difficult for the
school districts which are disparately affected to accept the proposed formula change which
IS not based on analysis or study.

Your interest in this communication in genuinely appreciated.
Sincerely,

htQfny-

Harry Purdy, Superintendent
GaIQr/la City )échooFI)s



DILLINGHAM CITY SCHOOL DISTRICT
P.O. BOX 170
DILLINGHAM, ALASKA 99576

February 22, 1989

F. Kay Wallis

House of Representatives
P. 0. Box V

Juneau, AK 99811

Dear Representative Wallis:

When the new foundation funding formula for schools was adopted in 1986, it was recognized
by the Legislature and the Department of Education that some inequities may exist.

Single site school districts have taken reductions in state revenues much higher than in
other school districts. Dillingham City School District has lost 34% of its state
revenues, has 20 fewer employees, receives City support and still faces the need to reduce
our FY 90 proposed budget. An amount of approximately $350,000 must be reduced from a
budget which is already at the minimum necessary to maintain an adequate educational
program. To make this reduction will have a severe impact on the education of our

children.

In 1988 single and dual site school districts met and organized a research effort which
supports minor changes in the foundation formula for 28 school districts. While the
foundation formula is an excellent method to distribute school funds, SB 179 and HB 185
would correct inequities, strengthen the formula and allow single site districts to
continue serving a student population which 1is largely rural and Native Alaskan. In
addition, full funding of the education unit at $60,000 will also be needed by all Alaskan
school districts if we are to maintain positive school programs for children.

Your positive support for SB 179 and HB 185 is needed.

Sincerely, Sincerely,

Henry Kiimer H. Sally
Superintendent School Board President
HSS:HK:dh

Feny iber. el ch ool il \eraHlor. Brtpia)recer Virk Heeale, Elgerlary Stool iyl



Honorable Kay Wall Is _
Alaska House of Representatives

.0, Box
Juneau, AK 99811 Se n't
Dear Representative Wall Is:

reciated the opportunity last week of meeting with
olu(r Ef)afefC re‘iatrve t IDseveraltyconcerns of the St. %/Iarys S(é:hoo

First of all, we should agarn like to thank you for your sponsorshrp
of HBI8 regarding srngle and fundranr communlttf schooI districts.
was_able to"meet with Several other legisfators while In Juneau to
solicit support for the bill. Most seem to recognize that the proposed
legislation does address an Inequrty In the foundation program. However,
they expressed concern about th 7 million price tag, and they felt
that there were several "well off" districts that would’ benefit which did
not have a pressing need for the additional funds.

Nonetheless, the St. Mary's School District views this as a serious
equm{ question.  The current foundation program was promoted and enacted
upon the presumption that It provided an equitable distribution of state
funds to school ‘districts b aking Into account the several critical
variables that affect the cost of operatlng a district. . It Is clear that
there are different cost variables at play™ In the operation of small
single or dual funding community districts vis a vis larger districts and
those with more funding commuriities. Thus If the legislature Is to
accomplish what It set"out to do, some adjustment Is necessary along the
11nes of your bill.

The same equity Issue can be raised relative to necessary
adjustments to tne area differential factor. The area differentials were
originally based upon the resuIts of a stud that was conducted for a
purpose other than determlnlng the geograRnNc cost variables assocrated
with the operation of school districts that a more appropriate
study has been completed, It Is clear that a number of changes In area
u’fferentlals are necessary If the legislature Is to approach the level
of funding equity to which” It was striving when the current foundation
progzram was adopted. Thus we urrtqe you 10 supoort HB119 dealing with area
cost differentials. = Passage of this bill would have a significant
Posrtrve Impact on the St. Mar s School District which has suffered more
han any other district under the current foundation program.

illiams

Tied cIoseIK to the need for the aforementioned technical
correctlons In the foundation program Is the Importance of full funding
for the $60,000 foundation unit. "W reco?nrze that state revenues are
down and that there Is great comRetltlon or the dollars that are
available. However, we believe that the future success of our state will
largely be determined by the efficacy of our public school system.

9145 VANGUARD DRIVE « ANCHORAGE, ALASKA 99507

e (907) 349-1415



Therefore, every effort should be made to ensure that state financial
support Is not diminished.

The other school district funding measure which we should like to
address at this time Is HB3/ deallrégDprlmarlly with school construction
funding through debt retirement and”Department of Education grants.
Although this™ appears to be an attempt to achieve equity In the way
school “djstricts acquire capital funds from the state, Wwe are not _
convinced that the bill will accomplish that goal. \Aé believe that this
proposed legislation deserves much more review, especially as regards the
allocation Schedule In Section 19,

There are of course other Isiues before the legislatyre In which the
St. Mary's School District has a keen Interest, but we will address these
In more "detaii later., For now, suffice It to say that we are against any
legislation that would create mandatory boroughs or that would
Invqu_ntarllly consolidate school districts, a$ these are unwarranted
Intrusions [Into the area of local self-determination.

. Ve also wg_orously oppose binding Interest arbitration_ In school
district collective barPalnlng. ~Such Ie%_lslatlon would seriously
undermine public control’ of public_education ImPr_oper\% delegating
critical economic and policy decisions to third parties viho are not

accountable to the electorate for the results of those decisions.

The St. Mary's School District Is very appreciative of the Interest,
concern, and support you have shown us. [T there s any way that we can
be of assistance to you relative to the above mentioned maftters or other
education Issues, please feel free to contact Jim Zuelow or myself,

B.A. Weinber

ST. MARY'S D_ :
(Educational..Managerment Associates, Inc.)
BAW

1
cc: gS_enator Johne Binkley
Jim Zuelow



The Honorable F. Kay Wallis
House Finance Commilttee
House of Representatives

P.0. Box V
Juneau, AK 99811
Dear Representative Wallis:

The current gubllc school foundation grﬁ%ram was desi ne(ii, Promoted
and adopted on the basis that It provided ch more equitable framework
for the distribution of state funds for education than [ts predecessor.
For the most part, this goal was accomplished, a fact lauded by most
peogle In the education Community. This was a notable accomplisnment for
hich the Governor, the Legislatire, and the Department of Education

should be proud.

. Nonetheless, It was recoanlzed at . time of Its passage that the
legislation still had a few flaws that produced adverse conséquences to
certain districts. These were related to the area cost differentials,
some of which were obviously !nagpro riate, and the "penalty" to dis-
tricts which do not have multiple funding communities.

. These adverse consequences were rec %nlzed at the outset, and the
Legislature was far-sighted enough to make appropriations to address
these problems — $2 million_ In FY'88 and $3.5 million In FY'89. At the
same time, a stud){ was commissioned to betfer determine actual area cost
differentials as they relate to the operation of school districts. That
study shows that the necessary adjustments to area differentials will

have no cost Impact on the state.

Thus the remalnlng] problem Is with smaller single and dual funding
community districts. ‘In order to compensate for thé cost of operating
schools “In multiple funding communities, the formula Is "front-end load-
ed" to provide a funde_base for each site.. Whether the formula has
overcompensated for multiple fundlng community districts or undercompen-
sated for smaller single/dual funding community districts is academic.
The fact Is that entirely too great a disparity has been generated.

A actual comparison of two districts %ra[)hlc_ally_ [llustrates the
problem. It happens that the St. Mary’s School District has an FY'89 AM
of 110.9. The Aleutian Region School "District has an AOMof 111, St
Mary's has one fundln?_ community, and Aleutian Region has six. The dra-
matic disparity resulting from single versus multiple funding communities

Is outltned below.

9145 VANGUARD DRIVE «ANCHORAGE, ALASKA 99507

e (907) 349-1415



_ ~ £J2, Uait-S Total Value Value Per AM
Aleutian Region 21.70 $1,302,000 11,730
St. Mary's 13.24 % 794,400 %7 163 o
Difference 8.46 507,600 4569

T A B R
as'aMuchtion_o? the *rgnt-encﬁ%acj app'lieg to eachA\Jun(Smg cor%munlty.py
Such a dlsganty cannot be Jusl fled on the bhasis of the oReratl_onaI _cost

differences hetiween a one-site and ? slcf<-slte d|étr|ct. This |? arit
has a lesser Impact upon large singlo/dual-slte districts and a lesser

Impact on dual-site districtS than sIngle-slte districts.

. Although the adverse consequences to Individual districts Is substan-
tial relative to Inappr%prlate area cost differentials and the sin-
gle/dual site penalty, the Impact upon the state Is neglgglble. As has
een Indicated, there Is no state cost to fix the area differentials
under HB119. The cgzt to address the single/dual site problem under
HBI8S Is less than $4.7 million, or approximately 1%of the foundation
Brogram. To be within b of equity for such a massive program Is nota-
le; thus It would be all the more a thY If these two problems are not
addressed so that the program may fulfill Its avowed purpose.

. As you know, these two Issues have been before the Legislature ever
since the cyrrent foundation rogram was adopted, because the %dverse
Impacts to the affected districts are In the most cases too substantial
to be Ignored. If the problems are not solved this year, they will con-
tinue to be brought before the Legislature until they are solved. In the
meantime, the quality of education™ Is bound to suffer In many of the

affected districts.

Critics of the proposed sIngle/dual-slte solution sometimes say that
school _consolidation Is the answer. W\ do not deny that the Issue of
consolidation Is one that must be addressed. However, because of Its
Inherent complexity and the political and other ramifications, consolida-
tion Is really a future Issue. The slngle/dual-sjte problem Is an Immedi-
ate Isslu% that speaks to a basic Inequity In the foundation program as It
now exlsts.

. Others say that certajn "well-off" districts would benefit from the
adjustment and” do not really need the additional funds. It Is true that
because of extraordinary assessed valuations qr PL874 revenues, some
districts are more fortunate than others. This was the case In the past
and will likely continue Into the future. However, It ts Irrelevant In
consideration of the fact that an Inherent Inequity exists In the alloca-
tion of _the cornerstone of the foundation formula — the basic k2
unit.  This Inequity should be resolved. Then, If there Is a way to
address windfalls, that should be done later. However, care must bo
taken with regard to the latter to ensure that_the disparity agglecart IS
not upset so as to jeopardize the state's eligibility under PL874.



S illyqq

V<R —N;

In conclusion, we urge you to suapqurt HB119 and HBI& to address
these blemishes on an othérwise outstanding foundation program. It you .
have any 9uest|ons, M)Iea,se do not hesitate™to contact Jim Zuelow, Superin-
tendent” of the St. Mary's School District, or myself.

ncerel

B.A. Weinberg, Consultant
. MARY DISTRICT/
(Educational ManagemfijvKAssoclates, Inc.)

BAWgt



TANANA CITY SCHOOL DISTRICT

P.O. Box 89
Tanana, Alaska 99777 yjnce Barry
(907) 366-7203 Superintendent/Principel
Mr. {oe R. Young
Administrative Assistart

January 26, 1989

Senator Johne Binkley and

Representative Kay F. Wallis

Alaska State Leg|s ature

P. 0. Box V (MS 3100)

Juneau, AK 99811

Dear Senator BfnkJey and Representative Wallis:

For the past year, the Tanana City School District has been cooperating with a number of other
Alaska school districts in evaluating the &ffects of the current school foundation formula. A financial
consortium which represents the irterests of these 28 school districts has been formed. This
consortium has conducted an exhaustive anal;gss of funding patterns which dearly demonstrates that
single site and dual site school districts have been negatively impacted b}q application of the current
fundling scheme. Tanana City School District agrees with thé findings of the analysis and is supportive
of the Consortium's efforts to obtain additional Tunding.

. The problems associated with the current funding formula have been recognized by the |
Leﬂlslature since the date of implementation. In 1987, the Legislature aEprop_nated 2.0 million
dollars to offset the adverse impacts of the formula; an ?)Br_opna_tmn of 3.5 minion dollars was made
in 1988 for the same p%ose. This year, the Single and Dial Site District Consortium s attempting
{0 introduce_legislation which would Testilt in an appropriation of $4.6 million to be distributed
amonF the 28 member school districts. This amount was deterniined through the analysis recently
completed and submitted to you in the report Single Site/Dual Site District Consortiu Financial
Stuay Raoort. December, 1988.

Representatives of the Consortium win be working with ail groups In the educational
community to obtain the desired funding. Additionally, a number of the districts have also secured. the
services Of Mr. Nets Anderson, former member of the Legislature. He will assist the Consortium in
their efforts and will be wsﬁmq_lyou_r office In the near fufure to acquaint you with the goals of the
Single/DuaJ Site Consc Hum. "He will also be requesting your support on'the consortium's behalf.

_ We urge you to give the Consortium request your serious consideration. If you need additional
information regaitfing the specific impacts on Tanana City School District, please contact me,

Sincerely yours,

Vincent Barry
Superintendent

VBllac

The Purpose oi the Tanana school is:

To help all children succeed in obtaining the necessary knowledge, skillsand attitudes to Iiea
happy, productive lifeas a contributing member of scciety.

atl




(907)983-2960

vv March 31, 1989

To Whom It May Concern:

The Skagwa¥ City School District is recognized as one of the
most undertunded districts in the state and unless the city
government approves a 58X INCREASE in local contributions,
many existing programs will bhe lost.

The following EXISTING ?rograms will be eliminated unless
Ieglslattlgn supporting the small and dual site consortium is
supported:

One full-time e_Ie_mentarY_teaching_position which will
result in combining multi-grades™ in one class

Elimination of all community education activities
Elimipation of satellite education courses  (The
district added Advanced Senior English, Jaﬁanese,

and Spanish through satellite television this year.)
Deferring substantial building and maintenance projects
Reduction of instructional materials

Reduction of extra-curricular activities

Filling existing vacancies with first year teachers
only -"no prior experience or advanced degrees

Reduction of classified staff

These reductions may seem |n3|?n|f|cant but Ska yvag City
School District only has 144 students, 12 certified staff,
6 classified staff and an operatin budl\%et of $1,081,000 -
THESE REDUCTIONS WOULD HAVE A SIGNIFICANT IMPACT ON THE
H'IA‘I}[I)EENN\D EDUCATIONAL OPPORTUNITY AVAILABLE TO OLR

Your support would be greatly appreciated.
Sincerely,

L/y*CmJvu$

Tronrud, President

Ralph Tr
Board of Education






House Bill 185: An Act relating to the Public School Foundation program

PURPOSE

The purpose of this bill is to provide equity in the public school foundation
program by adding a percentage factor to schedules (a) and (b) in AS
14.17.041 to correct a funding problem where a school district consists of

two or less funding communities.

BACKGROUND

A funding community is the determiant by which districts generate
instructional units to determine basic need. The funding community
schedules front end load instructional units. That is, it takes fewer
students to make an instructional unit. This method is used to financially
assist small schools. However, when a funding community is also a
district, the schedule is not adequate to cover the costs of district as
well as school operations. These districts have two choices: (1) reduce
educational program expenditures to accomodate district operational
costs, or (2) seek additional local funds from the municipal government.

This is only possible if the local tax hase can generate revenue in real

dollar terms.

On the other hand, a district which has many funding communities can

repeat the schedule many times. They receive a "bonus" which provides

31
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adequately for the district and school costs

ALTERNATIVES

Do Nothing: This is unacceptable. |If this Legislature reduces the
appropriation required to fully fund the foundation program by 5 percent,

the impact on single/dual site districts is devastating.

Consolidate Smaller Districts: Consolidation of Districts may be viable
where they are connected by road. Program and administrative
efficiencies may be realized. However, this approach is very questionable
when communities are physically isolated from each other. No program
efficiences can be realized, for children cannot be brought together to
increase class size and program offerings. Clearly, it costs more to
operate a multiple site district than a single site district, so

administrative efficiences are not realized.

APDIIQNALCQVIVENIS

It was the intent of the Legislature in enacting this foundation program to
assure an equitable level of educational opportunity for those in
attendance in the public schools of the state (AS 14.17.220) The proposed

change provided in this bill will help assure that intent is met.
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Department of Education

sz el r
— *0- S5ieve.-HOl.e----————--————o—— DATE? February 17, 1989
Deputy Commissioner
FILE NO: FAC 1742

u:.
TELEPHONE NO: 465-2865
; FROM: Tom Ryan SUBJECT: Single/Dual Site Consortium
Acting Proposed Foundation Program
EFSS Amendment

A Consortium of Single/Dual Site school districts 1s proposing a change to the
foundation program (attached) which provides an extra percentage calculation
-for twenty eight school districts. The Consortium claims that this extra
funding Is needed to counteract negative effects of the current formula.

We have reviewed the analysis done for the Consortium by the South East

Regional Resource Center (SERRC). While that analysis does show a reduction In
average expendtures for Consortium school districts, 1t does not show a
-pattern of reductions common to the group as a whole. The current formula was
designed partly for the purpose of reducing funding for districts with ADM
under 1000 which had been favored by the previous formula.

ere -

The Consortium analysis uses surveys of superintendents in slrigle/dual site
districts to conclude that there were "disproportionate/disparate program
curtailments,"” yet there is no similar survey data shown for multi-site
district programs. The survey comments are particularly subjective and are not
corroborated by test scores or grass roots pressure which would help Ildentify
program Inadequacies. That single/dual site district schools may not offer all
of the program options available In larger districts Is a manifestation of the
efficiency of scale achievable In larger districts, and does not by itself
Indicate a foundation formula problem.

There are certainly some districts 1n the Consortium who are having difficulty
maintaining a level of program offerings acceptable to their community. Yet we
do not believe this Is true for all or even the majority of Consortium school
districts. Our analysis of the SERRC data shows a greater variance 1n effects
of funding formula changes on Consortium districts than upon multi-site
districts. We can find no common denominator which Identifies the Single/Dual
Site Consortium school districts as a group with a common problem requiring a
common solution.

We recommend that the State Board oppose the extra percentage bill 1f It Is
submitted In the legislature, because It provides a solution to a common
complaint and not to a clearly Ildentified common problem. At the February
Board meeting we will provide department analyses of the data Illustrating the
variation In Consortium experiences through various foundation program changes.
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SINGLE /DUAL SITE CONSORTIUM FINANCIAL STUDY
REVIEW AND ANALYSIS ........... -

Study and Proposal. / " =

The Consortium study examined the revenues and expenditures per pupil In ADM
from FY1986 to FY1989 for thirty school- districts characterized as single/dual
site districts. The findings are that revenues per ADM to these school
districts have been declining, as have expenditures, over the fiscal years
studied. Additional state funding by formula adjustments to instructional
units for these districts Is recommended by the study.

Review and Analysis.

Department analysis was directed at examination of the state aid pattern to
three groups of school districts: single/dual site districts, large
metropolitan school districts, and dispersed rural school districts. State
aid revenue patterns were the primary focus for analysis because that Is what
the Consortium Study proposes changing. Area differentials were removed from
the state aid data so the f:?nds measured represent the Instructional support
aspect of the formula. State aid per ADM was then recomputed using the
adjusted aid amounts. A statistical measure called the "coefficient of
variation” was applied to examine the relative differences within the three
Identified groups. It then became possible to examine the effects of changes
In state funding at three fiscal periods and determine the extent to which the
state funding formula may have contributed to variations within a group, as

well as between groups.

Audited state aid revenues were examined for fiscal years 1983, 1986 and

1988. The foundation program formula in FY83 was based upon ADM counts
converted to instructional units with the state equalizing local contributions
with state funds by a formula element called "supplemental equalization aid".
From FY84 through FY86 appropriations were made on a statutory amount per ADM
derived from the FY83 formula, with variations |In appropriations levels each
year. FY87 was not examined because changes to AOM funding were asystematlc
and resulted In problems with the federal P.L. 874 Impact Aid program
requiring a special appropriation in FY88 to re-equal 1ze state aid. FY88 was
the first year of the current foundation program formula which was adopted to
better equalize funding of districts.

The foundation formula recognizes district size and dispersion of schools as
significant cost factors and adjusts for them. Geographic cost factors were
recently studied In detail for the Legislature, and were not analyzed in this
review. Neither were expenditures examined since they represent budgetary
actions and decisions of school boards and their administrators, and
expenditure differences would necessarily parallel revenue fluctuations.
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SINGLE/DUAL SITE CONSORTIUM FINANCIAL STUDY

REVIEW AND ANALYSIS -Page 2-

Findings.

The horizontal bar graph shows the three school district groupings for three
fiscal years. The single/dual site group of districts 1is the most disparate
measured on an aid per ADM basis. Districts in this group vary from 48 to
-bwr-2-, 500-pupils in size. Conversion of ADM counts to instructional units
causes extreme variations in state aid within this diverse group. When
presented as amounts per ADM of revenue, these with in-group differences are
ampl ffied. However, for the three fiscal years examined, this group had the
least variation in terms of dollars per ADM provided from the state.

Districts over 2,500 students in".size are less diverse as a group compared to
the single/dual site group on the S/AOM basis of comparison. This is due in
part to local contribution requirements in the current formula, and changes in
ihe-adjustment of P.L.874 Impact Aid funds, both of which decrease state aid.
Variances within this group from converting ADM to instructional units and
dollars are small, and result In a lower amount per ADM when averaged. This
grouping shows the greatest decline in. state aid in FY88.

Withlrivdispersed rural.districts as a group, conversion of ADM to
instructional units commonly causes wider variations In state aid. Small
changes "In ADM-cause major changes®"In units and:dollars paid. This group of
"districts also derives substantial revenues from the P.L.874 Impact Aid
program., and"the. decreased-state aid per ADM In F.Y88 is largely due to the
equalization adjustments of the .latest formula.

Conclusions.

The foundation program formula implemented In FY38 appears to have had the
least effect on state aid to the single/dual site .districts as a group. This
is a widely varied group, which logically precludes generalizations about
problems or solutions to problems affecting them.

The Single Site / Oual Site District Consortium Financial Study Report of
December. 1988 proposes foundation formula adjustments which would provide
more state aid to the school districts within the group. Assuming no
reductions In state appropriations for school support In FY90, the study is a
reasonable political proposal. If state appropriations for school support
decrease, th® proposed changes would be accomodated at the expense of other
school districts.

The current foundation formula did pass the federal P.L.874 Impact Aid equity
check knows as the "disparity test” on the basis of FY88 audited school
district revenues. The proposed changes will probably Increase the disparity
between districts, but such changes should not cause the state to flunk the
test so far as existing data Indicates.
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FISCALYEARS 1988-1990
Millions of Dollars

200

100
STATE AID 431.608 449 .532 469.644
LOCAL EFFORT 135.935 125.715 105.519
90% PL874 40.603 36.523 36.695

90%PL874  ezua LOCAL EFFORT STATEAID
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February 17, 1989

Tom Ryan, Acting Director FE82liapo
Educational Finance & Support Services

Department of Education

P.0. Box F

Juneau, AK 99811

Dear Tom,

Pursuant to the request from you and Steve, 1 am writing to convey my
thoughts regarding®"the proposal from the Single/Dual Site Consortium™.
First, let me say that the Delta/Greely schools could certainly use the
additional monies generated by this proposal, or from any other source

for that matter! However, although the additional monies would be
welcomed, | do not:agree with the manner in which the monies would be
generated. I do not believe that the "small"™ districts have a unique

set of problems different-from other districts.

As you know, the proposal”from the Single/Dual Site Consortium was
based upon a study sanctioned and paid for by selected individual
districts. | believer that a complete review of the school funding
formula is in order for all 55 school districts. The foundation program
review should be continuous with necessary changes proposed from year

to year.

It is my belief that the problem that is being addressed by the
consortium is not a formula problem at all, but a comparison problem
with the previous school foundation program. Specifically, | believe
that the comparison problem is primarily a result of the table placed
in the prior foundation bill which calculated instructional units for
city and borough school districts of less than 1,000 average daily
membership. This particular table was unique to that bill and
calculated a relatively large number of instructional units. When the
current foundation program instructional units are compared to the
units calculated from that table, the figures show a significant
difference. The real question 1is whether the current foundation
formula should be amended to increase instructional units for those
districts, or whether the prior formula was artificially high? 1
believe that the hold harmless provisions built into the current
foundation formula were designed tc address the comparison problem arz
that the current formula provisions for calculating instructional unb—
are acceptable. Certainly, under the current foundation program, ail
school districts of given characteristics are treated alike, whether

they are city or borough districts, or REAA"s.

0Of the thirty "small" districts designated in the small schools fur.d:

study, twenty-five are city and borough school districts. Twenty-*: hr
of those districts.are below 1,000 ADM and would have been impacted =
the table in the previous foundation bill. Another significant char. *

which impacts the data calculation in the small school funding stud-.-
that the average daily membership for pre-school children was added
into the district ADM for the FY 87 student counts. The FY 87 budc- -



year was also" the* year-where-there was a-dramatic decrease in state -
funding for public schools. With the decreased funding and the
increase in ADM, the revenue per student figures show, 1iIn most cases, a
dramatic decrease from the FY 86 revenue per student figure to the FY
87 revenue per student figure. In fact, from the data in the small
schools funding study, only three of the fifty-five school districts
show an increase in the revenue per student from the FY 86 year to the
FY 87 year.

In FY 88, the first year of implementation for the new school funding
formula, thirty-six districts showed an increase 1in the revenue per
student. Nineteen of these thirty-six districts which showed an
increase are in the "small" districts designated by the consortium.
Obviously, there is no significant difference between the "small"

districts and the "other™ districts in this statistic. The projected
figures for FY 89 further indicate that thirty-four of the school
districts show an increase in the revenue per student figure. Twenty

of these thirty-four districts are again included in the "small"”
districts._ ... ... .....

In a separate comparison that | made looking at the revenue per student
comparisons from the FY 87 year to projected FY 89, thirty-five
districts show an increase. Of those thirty-five districts, seventeen
of those are included in the "small" districts. Utilizing the data
from the small school study, eleven districts show an increase in the
revenue per student comparing FY 89 to FY 86. Five of those eleven
districts are again within the "small" districts.

All of these comparisons indicate that there is no significant
difference in the problems faced by the "small" districts than those
faced by the remainder of Alaska school districts. There are
approximately as many gainers and losers within the "small"” districts
as there are in the "other"™ districts. Certainly, there are some real
revenue problems within Alaska school districts. However, 1 do not
believe that the proposal to modify the formula put forth by the
Single/Dual Site Financial Consortium is a positive response to those

problems.

A copy of my notes from my presentation to the State Board of Education
on November 8, 1988, are enclosed. As | stated there, 1 believe that
the school foundation program needs continuous attention, study and
modification to meet recognized needs, The experience of the last fv;c
years 1in conjunction with numerous PL 81-874 issues, necessitate a
review of the premises upon which the formula was based. Based upon a
iitudy of the needs and concerns of all Alaska school districts,
necessary proposals for change would be initiated.

LH/tp
Enclosure



* Single site districts have problems
Mot all single site districts have similar problems

* A1l district have problems compared to 85-86
* Formula certainly needs continuous attention, study and modification
* First year (87-88) data just being compiled

* Remember - primary driving force behind new formula was

PL874 disparity problems

* HB 604 failed in 86 legislature, bill which passed failed

PL 874 disparity (SB408)
* New formula judged to pass PL 874 disparity test

* Age-old school finance question - -
money problem or formula problem?

how much vs distribution systenm

* Single site issue -- -- money problem

too little money compared toprior receipts

* Hold harmless based

* Were prior receipts too high or upon premise that

current receipts to low? some districts WEle
too high
* Formula question - - are similar school districts treated comparabl".

- - are there reasons for varying dollar allocations?



* 1 keliee yau wall fid tet tte asas ae 10 both gestias

Fomula s ot tre prdbllen - theocoparnism s tte prdolem

* There are reasons that some single site school district compare

unfavorably - - specifically city and borough districts under

1000 ADM

* SB 408 contained a new table designed for these districts

I believe that this table is single largest problem 1in comparisons

* Junior high 1issue and special education factors of earlier years

probably also play a part in unfavorable comparisons

* One notable problem in current formula is front-loading of units

for each funding community - - single funding
community districts receive "front-loading®” Zonly once
multiple funding community districts receive bonus

* lssue was not noted during formula development as a major problenm

issue was recognized as an incentive for new funding communities
* Front-loading more legitimate in small funding communities

(less than 200 AD in K-6 or 7-12)

— probably questionable in larger funding communities where

economy of scale in staffing is not a major issue

* Formula problems are minimal - - Revenue problems are significant
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SINGLE SITE/DUAL SITEDISTRICT CONSORTI UM

PRESENTS REPORT TO LEGISLATURE O N

SERRC-In

EQUITY FUNDING EQUITY

ril 1988 a numberof Alaska school district belief that the state's funding formula had a disparate

board members and superintendents met to discuss the Impact on small school districts. The group formed a

SMALL VS OTHER DIST TOTAL

FY M FY 87 FY 88
FISCALYEAR

«small aorra

Source: SERRC Januuy 1989

contnued FROMpg.s FINALITY AT WHAT PRICE?

.recognized that during bad economic times, all negotia-
tions. in both the private and public sectors are Ilkel?/ to
take longer. (There isvery littleto be gained on eltherslde

Unions cannot afford to give up previous gainsand stay In
business. Likewise employers cannot afford to give new
benefits.)

The Issue of finalityneeds to he examined forwhat Itreally
IS Not a means of achieving equity, but a means of
achieving agreement. Yet the emphasis on reachlng
agreement, at the expense of removing control an
at_:countablhtyfrom the policy making body comesat too
high a price.

To subordinate everything to reach agreement at any
cost would mean thai employees have veto power over
basic managerial decisions.” In effect the employees
would become co-managers. Some may advocate this
approach, butthey are certainly not inthe mainstream of
organized laborormanagement inAlaska. Noristhisview
consistent with public policy. A school district's legal
obligation is not to agree af all costs, but to bargain In
?ood faith. Outside the laborfield, 'finality* does not mean
orced agreement. Itmeans final action by the Legislative
B_odly; |.e. school hoard. While it may not be the type of
finality some would prefer, it Is nevertheless, the demo-
cratic means of decision-making in our representative
government.

REV/ADM

consortium to Investigate the ef-
fects of recent budget cuts on
single site and small school dis-
tricts.

86-89

The Consortium contracted with

the South East Regional Resource

Center for data analysis. Signifi-

cant findings on the revenue
picture Include: _ _

*In comparing trends intotal dis-

trict revenues with trends in state

aid entitlements, single and dual-

site districts are more dependent
upon a given level of state aid.

e *To financially maintain the cur-

rent level of program operation

single and dual-srte districts must

obtain_a_ local appmﬁrlatlon

_ _which issignificantly higher than

the required four mil effort for city and borough school

districts under the current foundation program.

*Revenues for larger districtswill continue to Increase at a
faster rate than forsingle and dual-site districts. Also, data
Indicates that single and dual-site districts are lessable to
absorb Inflationary or other costs increases.

Significant findings that can be drawn from the expendi-
ture data include:

District administration and operation and maintenance

of plantfunctionsare being reduced tothe minimum level
and cannot be further reduced. Ifrevenues remain con-
stant, costs Increases will have to be borne by restrictions
Inthe instructional program. Afuture reduction Inthe state
aid program will have a greater Impact on single and
dual-site school districts.
The study recommends ad#ustmg the K-12 foundation
schedulesbya percenta?e actorbased on size of district
app led to the number of K-12 units generated Inaccor-
dance wi'h the current schedule. The adjustment would
realize additional state aid for each student. ttwould also
recogri. adistrict size, and and ability to exercise better
economies of scale by a larger district. The additional
percentage would become smaller and the amount of
aid per pupil less for larger districts.

AASB COMMENTARY 6



April 21, 1989

Representative F. Kay Wallis
House Finance Committee
Alaska State Legislature
P.0. Box V

Juneau, Alaska 99811

Dear Representative Wallis:
The Legislature and your Committee has before it two Bills,
House Bill 185 and Senate Bill 179, which would help to

alleviate 1inequities in the current school foundation program.

The case made by the small single/dual site school districts, as

manifested by these Bills, is not based upon casual
observations. The information which has been provided to you
reflects a balance of statistical data with professional
observations. Facts clearly show that State funding levels,
when reduced to a per pupil basis, have declined for the single
site school districts whereas they have increased for the
multiple site and dispersed school districts. Programs which
helped to put Alaska on the leading edge of -educational
technology, distance delivery, and curriculum

development/support at the State and 1local levels have been
reduced or eliminated altogether.

At a time when the small single site school districts are in the
process of trying to adjust to continual reductions in State
aid, the Legislature seriously entertains legislation aimed at
regulating items such as class size and labor relations. These
problem areas are due, in good part, to the Legislature®s
patterns of funding, both through the decision to maintain
funding levels, as well as an equitable distribution method.

The Sitka School District has experienced a considerable
disruption 1in its educational programs due to these factors.
While the Retirement Incentive Program of 1987 provided
short-term vrelief, payroll expenses have crept up to former
levels, resulting in further reductions in staffing and programs
for Fiscal Year 1990. Even at a full State funding level,
Sitka School District needs in excess of $325,000 in addi
revenues to balance expenses with revenues. The State



Ny My,

SITKA SCHOOL DISTRICT

provided for the tremendous cost increases, such as group health

premiums, which school districts have incurred. Should the
municipality fail to provide additional support, people and
programs will have to be cut. Should the Legislature fail to

fully fund the foundation program, a ninety-five percent (95%)
prorating would require the Sitka School District to cut
approximately $380,000 to get into compliance with the Public
Law 81-874 Disparity Test, as well as 1implement an additional
$400,000 plus in staff/program reductions. I would challenge
any multiple school district to show the necessity for an
equivalent reduction.

The plight of the single/dual site school districts may not be

popular cause among most Legislators. Absent are the large
school districts with political appeal and many of the remote
school districts with emotional appeal. However, House Bill 185

and Senate Bill 179 should appeal to your individual and
collective sense of doing what 1is right, to correct an oversight
which has created a clearly defined hardship for a select group
of school districts.

Your support for House Bill 185 and Senate Bill 179 is critical

to the maintenance of quality -educational programs in the
effected school districts. The Sitka School District has not
been a school district to frequent the well (the Legislature)
for help in the past. For the sake of 1its students and

programs, the Sitka School District is compelled to ask for your
support for the small single/dual site school districts
legislation.

Sincerely,

SITKA SCHOOL BOARD

Michael L. Meier
President



KETCHIKAN GATEWAY BOROUGH
SCHOOL DISTRICT
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April 21, 1989

T0: Representative Cheri Davis

FROM Pam Hijorteset - Board President
Ketchikan Gateway Borough School District

RE: Support of the Single/Dual Site Consortium
It has been proven that the state's funding formula has had a
disparate impact on smallschool districts. It is also a fact that to

financially maintain the curren® level of program operations single and
dual - site districts must obtain a local appropriation which is significantly

higher than the expected four mill effort.

In Ketchikan the FY 90 school budget is based upon full funding by
the legislature. The FY 90 budget had to be reduced by §$§670,000 in order
to balance that Budget. This also brings the Ketchikan Gateway Borough
School District within §1,148. of the local allowable cap. This is fact and
evidence that the current funding formula continues to widen the gap

between smoaller districts and the larger districts.

The Foundation Formula was developed to adequately provide for all
sehool districts, large and small. This simply dis not the case and our
programs continuve to be eroded because of the wunequal distribution of
funding dollars. In the name of fairness to all kids, | support the efforts of
the single/dual site consortium to have the Foundation Formula accom plish

what it was originally designed to accom plish.

POUCH Z e« KETCHIKAN. ALASKA 99901-5026 = (907)225-2118
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The reductions sustained in the 1988-89 school year were bal-
anced in part by a better tcacher-student ratio at the lower levels
(K-2).

This positive factor will be .eliminated as well as the part-time
elementary librarian services. -

el |
It was anticipated thﬂat the elbaination of a principal (grades K
12) and a district counselor would be a temporary arrangement.
Continuation of this' reduction will have a deteriorating effect upon
immediate and long range goals, with this becoming more
pronounced, . *Hiithwnks

Further erosion of educational programs) and services will, in
my opinion, produce substandard educational opportunities.
Further, this situation would entitle the parents of the students
involved to claim malpractice in the"failure of the school district to
provide even basic (gducation requirements.

ok M \areoi
oSk.inwHV
T -VIIHM
o\
DAVID JOHNSON, PRESIDENT S'I‘k"“_V/?r-\\( L
CRAIG CITY SCHOOL DISTRICT CRJAyICi;+——\)\?»Iléi<:iiiknt!

BOARD OF EDUCATION

Ralllo

CRAIG CITY SCHOOL DISTRICT P.0. BOX 800 CRAIG, ALASKA 99921



16 CITY SCHOOL DISTRICT

m u - -
LOST OR REDUCED PROGRAMS AND SERVICES
! DUE TO REDUCTION INREVENUES FROM THE STATHE
CLASS DESCRIPTION 1987-88 1988-89
ELEMENTARY *
KINDERGARTEN 32 1.33 « 26 1.33 =
1ST GRADE 26 1.00 * 30 2.00 «
2ND GRADE 16 1.00 * 22 2.00
3RD GRADE 18 1.00 mm 15 1.00 *
4TH GRADE 19 1.00 « 20 1.00 »
5TH GRADE 18 1.00 - 15 1.00 m
6TH GRADE 16 1.00 « 20 1.00 «
LIBRARIAN 0.33 1 0.19 -
ART 0.00 « 0.00 -
MUSIC 0.40 m 0.00 ¢
PHYSICAL ED 0.50 « 0.00 ¢
SPEECH THERAPIST 0.25 0.10
TOTAL 145 8.81 « 148 9.62 *

HI6H SCHOOL 7-12

GENERAL TEACHERS 7.50 « 8.00 «
MUSIC 0.50 « 0.50 *°
PHYSICAL ED 0.50 « 0.50 °
FOREIGN LANGUAGE 0.50 « 0.00
LIBRARIAN 1.00  « 0.00 -~
ART 0.50 « 0.00 -
COUNSELOR 1.00 « 0.00 *
SPECIAL ED 1.00 « 1.00 «
PRINCIPAL 1.00 * 0.00
SPEECH THERAPIST 0.25 « 011 X
TOTAL 78 13,75 * 68 10,11 m
TOTAL ALL 223 22.56 « 216 19.73 «

SUPPORT SERVICES

SUPERINTENDENT 1.00 « 1.00 X
BUS.MANAGER 1.00 m 1.00 X
DIST SECRETARY 1.00 « 1.0 X
MAINT. SUPERVISOR 1.00 * 1.00 X
ELEMENTARY SEC. 1.00 « 1.00 X
H.S. CLERICAL 1.00 * 0.80
CUSTODIAL 2.00 « 1.88
KITCHEN 2.00 « 1.88

TOTAL 10.00 « 9.56

1989-90

30
26
30
22

20
15

158

78

236

0.67
1.00
1.00
1.00
1.00
1.00
1.00
0.00
0.00
0.00
0.00
0.10
6.766

8.00
0.50
0.50
0.00
0.00
0.00
0.00
1.00
0.00
0.11
10.11

16.876

1.00
1.00
1.00"
1.00
1.00
0.80
1.88
.1.88
9.56

tM



HAINES BOROUGH SCHOOLS P.O. Box 1289

Meeting the Challenge Hires, Alaska 99827

REDUCTIONS IN THE SCHOOL PROGRAM SINCE JULY, 1986

PERSQNNELCNot Replaced)

Classified: Elementary Librarian M
Comm Ed Coordinator C
High School Office Aide
Elementary Aide
Groundskeeper _
Overtime for regular maintenance staff

for cleaning after activities

Pool Manager (time decreased)

Certificated;

Jan McPhetres Donna Truax

Betty Price David Smith <.7)

June’ Haa3 Claudia Eberly <.5)
Mildred Horridge Ellen Larson <on leave)

ftT.HLEHGS™aCT.iyiT.IES

Wrestlinq - eliminated

Volleyball - eliminated _

Reduce the # of students 8 staff traveling, and use ferry
for all travel when possible (reduced costs for
fly_lng) _

Supplies and equipment - reduced

'F&}a<y for officials reduced
Close-up eliminated o

Forelg_n Language festival travel eliminated

Full-time track coach eliminated and hired asst, coach
at lower rate

RS\_/P_fundln? reduced _ _

Eliminated Tunds for Artists-in-the-schools

Intramurals <1/7 of a teacher/s day for prep)

AlanW Hiryidh Ny A Birgley H(_Bary D. Matthev_v;al
9
(907) 7662811



. — —-Travel
eliminated _
Lutak. and Beach Road Bus Runs and winter hazardous routes -

elimlinated _ _
Physical exams and accident insurance for students -
ellmInated _ _
Reductions in all areas for supplies, books and equipment
Field Trips - eliminated
Reduced PerDlem _ _
Reduced # of Hours for Substitutes 8 Substitute Pa¥
Reduced Summer Administrative costs by approximately $6,000
per year through cooperative scheduling of vacation time

TOTAL OPERATING BUDGET

From .a high of 3,367,511 in 85-86 to 2,911,260 estimated for
FY 90, a decrease of about 14%.

MISCELLANEOUS INFORMATION

The statement has heen made by a community member that the
Wa%/ to solve the budget problem is to have volunteers in the
school This Is already taking place and has been on the
Increase since the budget reductions began in 1986. Last
year we had nearly 200 different volunteers' working In the
school for a total of nearly 2000 hours.

AND IT ISN.T_QV.ER

We are In the process of attempting to balance the budget
for 1989-90, with anticipated expenditures at $443,000 over
estimated revenues.  The following will most likely take
place in order to submit a balanced budget:

Increase local- revenues to maximum allowable $894,000
- more could probably be raised, but then we would
exceed the 21%

Hope we have some fund balance from FY 89

Eliminate all community education programs and use of
facilities for other than the regular K-12 program

Close the swimmin?< pool o

Postpone seeking K-12 Accreditation _

Eliminate teacher Inservice and travel for professional
development that we had hoped to get back in the budget
after having none since 1985-86, and training oppor-
tunities for maintenance personnel _

Eliminate school funding for summer outdoor education
program : : :

Cut funds for equipment, all supplies, media, texthooks
and library books by 50% _

Postpone the purchase of equipment and services for sate-
litte telecommunications project (courses for students
and Inservice for staff) _

Cut funds for Board and administration travel from the
requested $8,000 to 4,000 (this category was reinstated
for 1988-89, after no travel funds since 85-86)

Reduce computer instruction from full to half-time

Reduce expenditure for substitues
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Finally, with the capital improvement projects scheduled for
this summer ("must be done pro%ects", .not any "would be nice
to do"), our reserve account for capital Improvements will

be totally depleted.






1989 FDRTHER REFERRALS

Date of Committee Action

2 VV.er e my . ~ m LWV - %
The FINANCE Committee considered: "»V: /" hb 188
HOUSEJ3ILL NO. ,188 [ADDITIONAL SUPERIOR COURT JUDGE AT KENAI] vp ~ :

s'An Act 1increasing the number of superior court judges designated for the
Third Judicial District to provide an additional superior court judge at

Kenai; and providing for an effective date." %
y - - -l..
11 ' [ [ I
fIJI"RECOMMENDATIONS; [ the same title
I [ ] be replaced with [ 1 a new title
$SMFf[ 1 have attached amendment(s) Sfitsfc
%}7v /

CWw do pass
do not pass
no recommendation

individual recommendations

additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s) = APPROVES PREVIOUS:
(Dept) (Date/Dept)
[T] fiscal impactCpprfs ] fiscal note(s)
[ ] zero fiscal note ] zero fiscal ncte(s)
I'L] zero with analysis RMi“cPefeder [ ] zero fn/analysis ___
public, Qdtiocacy
SIGNING DO PASS: SIGNING:
N7 (Check approp. column)

7 Phillips /q &

/L* I LarSay]

&F?w€h

Ki&er

. me 1-vn me

Chairman-®s
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Z FJfpSB
. STATE OF ALASKA 188
Revision Date: 4/6/89 Agency Affected: Alaska Court System
Title: An Actchanging the #ofsuperior BRU: Trial Courts
courtjudgesin the 3rd judicial district
Sponsor: Navarre, Swackhammer, Gruenberg Components:
Requestor:
EXPENDITURES/REVENUES: (Thousands ofDollars)
OPERATING
Personal Services
Travel
Contractual
Supplies
Equipment

land & Structures
Grants & Claim s
TOTALOPERATING

CAPITAL

REVENUE
FUNDING: (Thousandsof Dollars)
General Funds
Federal Funds

Other
TOTAL

POSITIONS:

Temporary
ANALY SIS (Attach a separate page if necessary)

See attached analysis.

Prepared by: Robert G. Fisher, Manager, Fiscal Operations Phone:

Division: Alaska Court System Date: 04/11/89
Approved byr fymuW rfOTOW derf? iniktratfve Director 04/11/89
Ageucy: Alaska Court System iffIHHaan

Distribution (by preparer):
Legislative Finance

Legislative Sponsor APRH 1989 t

Requestor
0ffice of Management & Budget

Inpasted Agency{ies) LEGISTATIVE FINANCE
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Escal Analysts

HB 188 - Numberof Superior Courtjudges

Personal Services:

Position Title

Superior CourtlJudge, Kenai
PET, 12 months $

Law Clerk I, Kenai
PFET, 12 months, range 13D

In-CourtClerk, Kenai
PFET, 12 months, range 124

Secretary I, Kenai
PET, L2 months, range 124

Magistrate V., Homer
PFET, 12 months

Total Personal Servi

Adjustmentsto Personal Services Costs:

Elim ination of PP T protempore judge and PPT secretary in Kenai (1)

Elimination of PFT district courtjudge in Homer

Salary

82,716

314176

26.604

26.604

46,992

(es

Benefits

$55,710

15,591

Total Reduction of Personal Services

Net Personal Service
Equipment: (forlaw Clerk position, one-time cost)
Desk, chair, typewriter, statutes, rules of court

Total Cost (firstyear- implementation atmid year)

Total Cost (on-going)

@ Calaulation of Basting Funding:

FY 82 - Origiral fuding (Free Conference Cammittee)
FY 83 -5% salary Increese
FY 85 -5% salary Incresse (funded at 80% of actual)

§

Amount

$7,200
2,900
2,400

Total

$138 4126

43,673

31.736

J7.736

62,583

320,154

62,500
120,784

183,284

136,870

1,962

$70,397

$136,870

Total

$67,200
60,100
62,500

Page 2 of 3

A



This legislation would <create an additional full-time
superior court jJjudge and support staff in Kenai. The new
positions will replace a 6-month pro tempore superior court
judge and related part-time secretary.

The accompanying Tfiscal note is a revision of the court"s
first note on this legislation. During the analysis of this
bill, the district court judge in Homer announced his
resignation. In light of the resignation, the court under—
took a more comprehensive analysis of caseloads on the
entire Kenai peninsula for both _he superior and district
courts.

Among the proposals reviewed were the possibility of up—
grading the judicial position in Homer to the superior court
level. Under this staffing plan, the Homer judge would have
served both the Homer and Kenai courts. However, superior
court filings in Homer and the cost of travel between the
courts did not support this proposal.

The other major proposal reduced the judicial position in
Homer to the magistrate level and created a superior court
judge in Kenai. This proposal was selected as the most
appropriate for the caseloads and for cost effectiveness.

As a result of this analysis, the court hasl”revised the
fiscal note to incorporate the cost savings of the reduction
of the Homer district court position to the magistrate
level.
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CONJINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No.-118 188

HB 188 adds one additional superior court judge at Kenai, Alaska. With
this addition Kenai would have two superior court judges and one acting
district court judge. While there would be no immediate fiscal impact on
the Kenai Public Defender office, it is expected the numbers of criminal
prosecutions would go up with a commensurate caseload increase at the
Public Defender Agency. We would be taking a "wait and see" approach to
any fiscal impact of this bill on the Public Defender Agency.
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HB 188 adds one additional superior court judge at Kenai, Alaska.
With this addition Kenai would have two superior court judges and
one acting district court judge. While there would be no immediate
fiscal impact on the Office of Public Advocacy, it is expected

the numbers of criminal prosecutions would go up with a
commensurate caseload increase to OPA"s Kenai contractor. We

would be taking a "wait and see"™ approach to any fiscal impact

of this bill on the Office of Public Advocacy.
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HOUSE BILL NO. 188
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act increasing the number of superior court
judges designated for the Third Judicial District to
provide an additional superior court judge at Kenai;
and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. INTENT. It is the intent of the legislature that the
additional superior court judge authorized by this Act be assigned to
Kenai.

* Sec. 2. AS 22.10.120 is amended to read:

Sec. 22.10.120. NUMBER OF JUDGES. The superior court consists
of 30 [29] judges, five of whom shall be judges in the first judicial
district, three of whom shall be judges in the second judicial dis-
trict, 17 [16] of whom shall be judges in the third judicial district,
and five of whom shall be judges in the fourth judicial district. At
the time of submitting the names of nominees to the governor to fill a
vacancy on the superior court bench, the judicial council shall also
designate the district in which the appointee is to reside and serve.

* Sec. 3. This Act takes effect July 1, 1989.

HBO188A -1- HB 188



HB 188 -Additional Superior CourtlJudyge

Justification Summary
Representative Mike Navarre

a FY88, the Kenai Court:
liad the highestnumberoffilingsperjudge in the state, 3925 (Palmer3251;
Anchorage 2382; Valdez 395)
experienced a 26% jum p in trial activity

*mexperienced inordinate delaysin routine matters

*"assigned all civil trials to visitingjudges

*“mspentalmostasmuch onopart-time and visitingjudgesasa full-timejudge costs:

Ksnal SuperiorCourt
Fult-tinrw v. Part-timo coats
In 1088

$140,000

$120.000

$00000
uo0.000
$80,000
$40,000

$0000
U D D W R wbha R

Kenai'sretired judge,JamesHanson,isbudgeted towork protern2 weeksamonthbutfrequently
worksanother lor2weeks. In 1988 heworked 161 days, whichis 75% ofwhata full-time judge
works, BesidesJudge Hanson's pro tem work,otherjudges travelled toKenai. Hanson plans to
retirecompletely attheendof June. Thiswillleaveasinglejudge withtheworkofalmosttwo

judges (see graph below).
“RREE

Vigtrgfides
JudooHoneon
Hartona Viatisacamvinsd

Fulldm* judO«

FYB5 eFYB8 thecourtexperienced a 348% increase in children’smatters filings, the highestin the

state.

In 1986, the Alaska Bar Association unanimously recommended an additional Superior CourtJudge
for Palmer and Kenai.
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HB 188 -Additional Superior CourtlJudge atKenai

JustificationSummary
Representative Mike Navarre

aFY88,the KenaiCourt:

*e had the highestnumberoffilingsperjudge in the state, 3925 (Palmer3251;
Anchorage 2382; Valdez 3995)

experienced a 26% jump in trial activity
experienced inordinate delaysin routine matters
*massigned all civil trials to visitingjudges
spentalmostasmuchonpart-time and visitingjudgesasa full-timejudge costs:

Ken*l Superior Court
Full-Um* v. Part-timo eoats

In 1038
£133,240
£140,000
ﬂm(m £104,030
£100,000
£0000
A000
£40,000 832,334
m(ID £14,37*
£2,457
30
Lelerks'  2.vtelung  3.ylaltihg 4. Haneon ~ R.HanaCn 1-8 Full Tim *
travel fudge* fudge®  retirement protem combined Judge Coet
coele wage*

Kenai'sretired judge,JamesHanson, isbudgeted toworkprotem 2 weeksamonthbutfrequently
worksanotherlor2 weeks. In 1988 heworked 161 days, whichis 75% ofwhata full-timejudge
works. BesidesJudge Henson's pro tem work, otherjudges travelled toKenai. Hanson plansto

retire completelyattheendof June. Thiswillleaveasinglejudge withtheworkofalmosttwo
judges (see graph below).

. |}
Kenai Superior dOUFi L
Judge Daya, 1883

Vlelting fudge*
Ju<*9« Hanson
Hanron Artaltora combined

Full timo fudQO

FY 85 *FY B8 the courtexperienced a348% increasein children'smattersfilings, the highestin the
state.

In 1986, the Alaska Bar Associationunanimously recommendedan additional SuperiorCourtJudge
for Palmer and Kenai.
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