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Senate BiIiI 36

he current state public school funding formula
was adopted under SB 36 in 1998. And was
Implemented In 1999,

The public school funding formula is defined in
Alaska Statute 14.17



This presentation provides an
overview of:

1 Calculation of Adjusted Average Daily
Membership (ADM)

2. Calculations of Basic Need ~ (

3. Components of Basic Need ~ ( Pays)
4. Additional Funds above Basic Need
5. Components of State Aid



Average Dailly Membership

ADM Reporting Requirements

mAverage Daily Membership -is the number of
enrolled students during the 20-school-day count
period ending on the fourth Friday of October.

m Reports are due within two weeks after the end of
the 20-school-day count period.

mProjected student count reports are due November 5.



Who Qualifies as a Student?

Eligibility for State Foundation Funding:

m A child who is 6 years of age before September 1st,
and under the age of 20, and has not completed the
12thgrade. (AS 14 03.070)

m A child who is 5 years of age before September 1st,
following the beginning of the school year, may enter
kindergarten. (AS 14.03.080 (d))

m A child with a disability and an active Individualized
Education Program (IEP) may enter school at the age
of 3 and under the age of 22. (AS 14.30.180 (1))



5 Steps to
District Adjusted ADM

USED TO CALCULATE ENTITLEMENT
Step 1L Adjust: ADM for School Size
Step 2. Apply: District Cost Factor
Step 3. Apply: Special Needs Factor
Step 4. Add:  Intensive Services Counts

Step 5. Add:  Correspondence Student
Counts

= District Adjuster ADM




Step 1 . Adjust the ADM for School Size

ADM under 10:
Added to the smallest school with an ADM greater than 10

A Community with an ADM of 10 through 100:
Grades K-12 ADM is combined and adjusted once; adjusted as one school.

A Community with an ADM of 101 through 425:
ADM for grades K-6 and 7-12 are adjusted separately; adjusted as two schools.

A Community with an ADM greater than 425:
The ADM of each facility administered separately as one school is adjusted.

* Alternative schools with an ADM of less than 200 shall be counted as a part of
the school in the district with the highest ADM.

*|If the ADM is greater than 200 and administered as a separate facility the ADM
will be adjusted separately.

* Charter school with an ADM of 150 or greater is adjusted as a separate facility



Stepl. c....... Nome City Schools
Projected FYO5 ADM by School

Nome Elementary School........................ 395.0—n
Il Nome-Beltz Jr/Sr High School................... 360.00/
Il Anvil City Science Academy........................ 44x)0
Il Nome Youth Facility......................o, 10.00

H Total ADM. ..o, 809.00



Step l. c¢«...... Nome City Schools

Adding ADM's to the appropriate School Iin
the District

School Size Adjustment

mThe alternative schools ADM are added to the
highest ADM school in the district before
adjusting for size

m A school with a population under 10 should
be added to the smallest school in the district.

Nome Elementary + Anvil
395 + 44 =439.00



Reference: School Size:

Step 1 1. 10-19.99
Ex amp 1 e : 2. 20-29.99
] 3. 30-74.99

Nome Clty 4. 75-149.99

5. 150-249.99

Schools ¢ 250-399.99

7. 400-749.99

S. Over 750

K-6 Adjusted ADM's

Formula:
39.60
39.60 + (1.62 * (ADM - 20))
55.80 + (1.49* (ADM -30))
122.85 + (1.27 * (ADM - 75))
218.10 + (1.08* (ADM -150))
326.10 + (.97* (ADM -250))
471.60 + (.92 * (ADM - 400))
793.60 + (.84 * (ADM - 750))

(Ref. 7) 471.60 + {.92 *(43900 400)} 50748

7-12 Adjusted ADM's

(Ref.@ 326.10 + {.97

rer. PYouth facility's ADM 10
School Size Adjusted ADM

*(360250)} 432.80

+ 39.60
979.88



Step 2. District Cost Factors

The Department monitors District Cost Factors and
submits a report to the Legislature on January 15th every

other fiscal year, beginning January 2001.
>Cost factors are specific to each school district.

ALowest District Cost Factor is 1.000 and the highest
Is 1.736.

Multiply the School Size Adjusted ADM by the District |
Cost Factor for Nome:

979.88 x 1.319 = 1,292.46



Step 3. Special Needs Funding

> All categorical programs; special education (except
Intensive), vocational education, gifted/talented and
bilingual/bicultural are block funded at 20%.

> To qualify for funding under this section school
districts must file a plan with the department indicating

special needs services that will be provided.

AS 14.17.420 (b)



Step 3. c«.....- Nome City Schools

Multiply the adjusted ADM (from Step 2)
by the Special Needs Factor

1,29246 x 1.20=1,550.95

(Shown on Column R, page 8)



Step 4. Intensive Services Funding

A school district will receive funding for
Intensive services students that:

1. Are receiving intensive services and are;

2. Enrolled on the last day of the 20 school-day
count period and who have;

3. Established Individual Education Plan (IEP) for
each intensive services student.

An Intensive Services student generates $22,880.

(Intensive Student Count) 5 = Intensive Student Funding



Step4. :....... Nome City Schools

Multiply the Intensive Student Count by 5
and add to the adjusted ADM (from Step 3)

~Nome City Schools has 3 Intensive Student~

3X5=15
1,550.95 + 15 = 1,565.95

(Shown on Column U, page 8)



Step 5. Correspondence Programs

Districts offering correspondence programs
receive funding based on 80% of

correspondence ADM.

Each correspondence student generates $3,661.

(Correspondence ADM) x .80 = Level of
Correspondence Funding



Steps - ....... Nome Crity Sdols

M ultiply the Correspondence Student AD M
by 80% and add to the District A djusted

A DM . (from Step 4)

~Nome City Schools has O Correspondence Students~
0 x .80 =0
District Adjusted AD M + Correspondence

1,565.95 + 0 = 1,565.95

(Shown on Column V, page 8§



B A S IC N E E D

Entitlem e n t

M ultiply the district adjusted ADM Dby the

base student allocation = BASIC NEED

1,%-% X s :$711$ 7B7

(Shown on Column W, page 9



NOME : Summarized
District Adjusted ADM & Basic Need

Projected ADM for Nome:

Step 1 Adjusted ADM for School Size:
Step 2 Apply the District Cost Factor:

Step 3 Apply the Special Needs Factor:

Step 4. Add Intensive Service Counts:
(300x 5=15

Step 5 Add Correspondence Student Counts:

0x8=0
= District Adjusted ADM
Multiply by $4576 the hase student allocation

BASIC NEED:

80900

979.88
x 1319
1,292.46
x 120

155095
+ 1500

156595
t+ 0

156595

X $4576

$7,165,787



Components of Basic Need
(Who Fays?)

<mR equired Local Contribution
Federal 'm pact A id

<maState A id



SB 174 Full & True Value/Local Efifot
Calaulataon

As aresult of Senate Bill 174: (enacted in 2001)

Beginning FY2002, half of the increased full &
true value over 1999 (base year), is added to
1999 base year to determine the full & true
value for the purposes of calculating require

local effort for education.

(If thefull & true value did not increase over the 1999 base year, then the current
full & true value stands and is multiplied by .004 mills to reach local effort.)



CalaulatirgNome®s Rull and True Value

Nome's 2004 Full Value 206,289,200
Nome’s 1999 Full Value 191.926.100
Full Value Increase D ifference 14,363,100
Divided in Half 7,181.550

Half of the Increase 1s Added to 1999 Value

191,926,100 + 7,181,550 = 199,107,650



Required Local Contribution

Example: Nome City Schools

The Lesser or minimum of4 mills of the education full & true
value, butnot to exceed 45% of the school districts prior year
basic need.

004 of Tax Base: (Education Full & True Value)

004 x $199.107,650 =

45% of Prior Year Basic N eed:
45 x $6,881.572 = $3,096,707

(Shown on Column C, page 9



Trde VI Federal Impact Aild Payments

e Title VIII Federal Impact Aid Payments
received from M arch 1 through the last day

of February are used for calculations of state

aid.

eThe dates on the paymentvouchers are
used to indicate that a school district has

received Title VIII Payments



Trde VI Feceral Impact Ard Payments
e < amoio. NOMe CIty Sdools

Payments received by the Nome City
Schools from M arch 1 through the end
of February. ]

$78,599

(amount eligible for Deduction)

(Shown on Column D, page 9



Inmpact Aid Percentage

Required Local Contribution
divided by
Budgeted Local Contribution

Budgeted Local Contribution, for the purposes
of calculating the Impact Aid percentage 1is
found in the Budgets submitted on July 15thof
each year and may consist of:

-Appropriations

-Investment Earnings

-In-Kind Services

-"O ther Local"



Trde VI Peroatege
e <amoie. NOMe City Sdwols

Required Local: $ 796,431 = 48.87%

Budgeted Local: $1,629,705
(Thispercentage is onlv derivedfor City CE Boroughs)

(Shown on Column E, page 9



Inpact Aid
e < am o1 -NOME CIty Sdools

90% of the Impact Aid received by aschool district
is m ultiplied by the Impact Aid Percentage

Nome's Deductible Impact Aid Calculation:

$78,599 x 48.87% x 90% =$34,570

E ligible Impact Aid x Title VIII % x 90% = Deductible Impact A id

(Shown on Column 1), Column %Column F, page 9)



STATE AID
Nome Crty Sdols

N ome's State Aid:

Basic N eed $ 7,165,787

Less Required Local

(796,431)
Less Impact A id (34.570)
State Aid $ 6,334,786

(Shown on Column G, page 9



<Addrtioal Local Contrbutiion
<Qual ity Sdools Grant

<aSupplemental Funding FHloor



Acdirtioal Local Contrbution
Example: Nome City Schools
The greater of 2 mills of the tax base or

23% of the district's current year Basic N eed

can bhe contributed butnot exceeded.

002 of Full & True Value Tax Base:

002 x $206,289,200 = $412,578

23% of Basic Need:

23 x $7,165,787 = $17648431")



Max 1mum Local Contrbution

Example: Nome City Schools

Required local contribution plus Additional

local contribution
Required Local Contribution: $ 796,431

Additional Local Contribution: +$1,648,131

M aximum Local Contribution: $2,444 562



Qual ity Sdols Grant

AS 14.17.480 explains a district is eligible to
ireceive a quality school funding grantnnot to
exceed the district's adjusted A D M
multiplied by $16.

Example: Nome City Schools

1,565.95 x $16 = $25,055

(Column W, page 8and Column I, page 9)



Supplementary Funding Floor

o W hatis "The Floor"?
<m H ow is it established?

< How is itadjusted?



"T h e Flo or™"

By providing additional funds "The Floor"
bridges the transition between the new
funding formula implemented in 1999 and

the old formula that was in place in 1998.



How ""The Floor'"was Establised

"The Floor" was established in FY1999
FOR FXAMPLEuU
Old Formula State A id
= $1,100,000
New Formula State A id
(Less) = $1,000,000
Supplementary Funding Floor

(Result) = $100,000



N om e's Transition to N e w Form ula

> 0 Ild Formula State Aid:
FY 99 = $5,206,292
> N ew Formula State Aid:
(Less) FY 99 = $5,095,932
> Supplementary Funding Floor:

(Results) FY 99 = $110,360



Adjustmants o te "Hoor''

AIll Adjustments to "The Floor" are reductions!
Decreases to "The Floor" occur because of:
1) an increase in Basic N eed

0 R

2) a decrease in ADM



EXAMPLE

Increase ofBasic Need

Floor Adjustment due to Increases in Basic Need began in FY2000

FY2005 Basic Need $2,100,000
FY2004 Basic Need $2.050.000

FY2005 increase over FY2004 $50,000
40% of the increase over prior year equals the

amount the FY2000 floor is reduced ($20,000)
FY2004 Funding Floor S100.000

Revised funding Floor for FY2005 $80,000



Supplementary Funding Floor -
Adjustment # 2

Decrease in AD M

If the ADM falls below 95% of the FY1999 AD M, Then "The
Floor" is reduced by the same percentage.
Example: Floorequals $100,000

| f

FY2001 ADM = 86% of FY1999 AD M
T hen
$100,000 X86% = $86,000
& becomes thenew Floor am

"The Floor" has received a 14% reduction.



Est2blishing Nome City Sdol™s
Floor

FY 99 NEW FORMULA = $5,206,292
FY 99 OLD FORMULA ($5,095,932)
Nome's FUNDING FLOOR Established at =%$110,360

FY 00 No Deduction =%$110,360
FYO'J FLOOR reduced due toincrease in Basic Need ($14,562)

FY 01l FLOOR BALANTCE = $95,798
FY 02 FLOOR No reduction floor (0.00)
FY 02 FLOOR BALANCE = $95,798

FY 03 FLOOR reduced due toincrease in Basic Need (73,206)
FYO3 FLOOR BALANCE $22,592

FY 04 Floor was eliminatedas 40% ofthe difference

Basic Need to FYO3, exceeded Floor balance.



Supplementary Funding FHloor

REMEMBER:

0o The floor is reduced by 40% of the increase in

Basic Need over the prior year.
0 R

< The floor is reduced I fADM decreases by

more than s% , initially, of the FY1999 ADM



Components Of State Aid

A Permanent Funding Comoponent of State A id

Nome's Total State Aid equals:

Calculated State Aid $6,334,786

plus the Funding Floor $ 0

plus the Quality Schools Grant $
25,055

TOTAL STATE ENTITLEMENT $6,359,841



Please ;

Proratang the Rublic Saool Funding
Formula

If insufficient funds are appropriated by the
legislature to meet the total entitlement, then
all components of the Public School Funding

Formula Program will be reduced by the

same percentage.

AS 14.17.400 (b)



ANY QUESTIONS?
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Alaska Job Fair
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Governor MurkowsKki's

K-12 Funding Package

e Predictability in future funding.
Approve two years of funding (Fiscal Year 2006 and 2007) instead of only one year so school

districts will know on how much itate funding they can rely.

e State pays PERS and TRS increases.
The state will cover the increased retirement system costs for school districts, estimated to

increase $38 million next year and another $39 million the year after.

* More state funds to cover other increased costs.
Additional funding to cover increased costs of day-to-day delivery of education.
average for Anchorage CPI, this would provide an estimated $24 million inincreased funding next

year and another $25 m ‘lion increase the following year.

Using a three year

e Increase state's "student base allocation.”
Increase the per student education funding formula by $304 (to $4,880) next year and by another

$310 (to $5,190) the following year.
e The bottom line: $208 million more for K-12 schools
The state's support per student will have increased 29% during the first four years of this

Administration. This translates into a $208 million increase instate support for education.

Commitment. Accountability
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Alaska Department of Education & Early Development

District Adjusted Average Daily Membership (ADM)
Step L Adjust: ADM for School Size

Step 2. Apply: District Cost Factor

Step 3.  Apply: Special Needs Factor

Step 4. Add: Intensive Services Count

Step 5. Add:  Correspondence Student Counts

= District Adjusted (ADM)

ADM Reporting Requirements

ADM - is the average number of enrolled students during the 20-school day count

period. The 20-school day count ends the fourth Friday of October.
Reports arc due within two weeks after the end of the 20-school day count period.

School Size Adjustment [Step 1

For each school in the district subtract from the ADM all correspondence counts. Adjust
the remaining ADM of each school using the school size factor table.

1

A community with an ADM under 10:
Added to the smallest school with an ADM greater than 10.
A community with an ADM from 10- 100:
Cirades K-12 ADM combined and adjusted once, adjusted as one school.
A community with an ADM from 101 - 425:
ADM for grades K-6 and 7-12 are adjusted separately; adjusted as two schools.
A community with an ADM greater than 425:
» Each facility administered as one school, counted as one school,
ADM s adjusted as one school.
Alternative schools with an ADM of less than 200 combined are
adjusted with the school with the greatest ADM in the district.
Il an alternative school ADM is greater than 200, the ADM will be

adjusted once.
» A Charter school with an ADM of 150 or greater will be adjusted once.

I'sing the proper formula Irom the school si/e factor table, calculate the adjusted ADM
lor each school.

Jjimiury 2005



Alaska Department of Education & Early Development

School Size Table

Reference: School Size: Formula:

1 10-19.99 39.60

2 20-29.99 39.60+ (1.62* (ADM-20))

3 30-74.99 55.80 +(1.49 * (ADM -30))

4 75-149.99 122.85 +(1.27 * (ADM-75))
5. 150-249.99 218.10+ (1.08* (ADM - 150))
6. 250-399.99 326.10+ (.97 * (ADM-250))
7. 400-749.99 471.60 +(.92* (ADM -400))
8. Over 750 793.60 +(.84 * (ADM - 750))

Intensive services and correspondence student counts are not adjusted for size.

District Cost Factors [Step 2]
» Cost factors are specific to each school district.

« District cost factors ranee from 1.000to 1.736 _
* ' he department monitors the district cost factors and submits a report to the

legislature on January 15every other fiscal year, beginning in FYO.

The districts school si/c adjusted ADM is multiplied by the district cost factor.

Special Needs Funding [Step 3]

\ocational education, special education (except intensive special education),
gifted/talented education, and bilingual /bicultural education arc block funded. A district
must file a plan with the department indicating the special needs services that will be

provided, Section 14.17.420(2)(b), to qualify for special needs funding.
The districts’ previously adjusted ADM is now multiplied by the Special Needs factor of

1.20.

Intensive Services Funding [Step 4J
A school district receives funding for intensive special education students that:

. Arc receiving intensive services, and;
 Arcenrolled on the last day of the 20 school day count period, and;
* [lave an established Individual Education Plan (Ifil\).

The districts intensive student count is multiplied by five.



Alaska Department of Education & Early Development

Correspondence Programs [Step 5]
Funding for correspondence programs is calculated by multiplying the correspondence

ADM by 80%.

Itasic Need
Multiply the district adjusted ADM by the base student allocation to determine Basic

Need. The base student allocation is 54,576.

PUBLIC SCHOOL FUNDING LLLMLNTS

The components of Public School Funding arc state Aid. Required Local Contribution.
and Title VIIl Impact Aid.

Stale Aid

Basic Need minus a required local contribution minus 90% eligible Federal Impact Aid
plus the amount of funding ‘Fluor plus Quality School Grants equal State Aid.

Required Local Contribution
Ihe equivalent of a 4-mill tax levy on the Full and True Value of the taxable real and

personal property in the district not to exceed 45% of the district’s Basic Need for the
preceding fiscal year. How ever, beginning in FY02, only 50% of the increase in real and
personal property over the 1999 | ull and Irue Value is used lor the 4 mill equivalent
calculation. If the latest Full and True Value doesn't ex* .vd the 1999 Full and True

Value, then the latest value i* utilized.

Maximum Local Contribution
Maximum local contribution is the required local contribution plus 23% of Basic Need

or a 2-mill equisalent of the Full and True Value of the taxable and real property within
the district, whichever is greater.

Title VI Impact Aid

Federal Impact Aid provides funds to school districts for children of patents hung
and/or working on federal property “in-lieu of local tax revenues.” 90% ol the eligible

funds are used in the calculation of state aid.

J.itm iin JIMIS



Alaska Department of Education & Farly Development

Adjustments to the Funding ‘Floor’
The funding ‘Floor* was established in FY 99 to provide funds for districts generating
less state aid using the New Funding Formula and bridges the transition between the
programs. All adjustments to the ‘Floor* are reductions. There are two ways that the
‘Floor’ can be adjusted:
1) If the Basic Need in the current fiscal year is greater than the Basic Need in
the prior fiscal year, then take the difference, and multiply il by 40%.
Subtract this number from the funding 'Floor* lo arrive at the new ‘Floor’
amount for the current fiscal year.
2) If the ADM decreases by 5% or more over FY99, then reduce the funding
'Floor* by that same percentage.
I'lt (isc ixi'ti*: No action is taken to the funding ‘Floor’ if:
1) The current fiscal year Basic Need is less Ihan the prior year Basic Need or,
2) The ADM has not decreased by 5% or more since FY99.

Quality School Grants

The districts adjusted ADM multiplied by $16 generates the amount the school district is
eligible to receive.



Alaska Department of Education & Early Development

Kxample: Nome School District

I. Basic Need Column
Projected ADM 809.00 L
(S'ttmr't Sellouts lind ,t School Si;r Adjustments)
Adjusted ADM-School Si/e 979.88 o
Apply District Cost Factor X 319

1,292.46 Q
Apply Special Needs Factor X 120

1.550.95 R
Add intensive Service Counts 15.00 T

(3x5)= 15.00 1.565.95 U
Add Correspondence Counts 0.00 \Y/
(0*.80)=0

District Adjusted ADM 1565.95 W
Multiply hy $4,576 base allocation x $4.576.00
Basic Need: $7,165,787 B
11. Nome’s State Aid
Basic Need $7,165,787 B
Required Local Contribution (796.431) C
Impact Aid (34.570)
State Aid $6,334,786
111. Quality Schools Grunt
District adjusted ADM x $16 1.565.95

x $16.00

$25,055

State Aid $6,334,786 a
le\/2005 Adjusted ‘Moor* 0 I
<*talilv Schools Grant 25.055 |
lotal Stale Aid $6,359,841 J

Junutir)
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January 2005 Updated
FY2006 Projections

Department of Education A Early Development
Foundation

Alaska Department of Education & Early Development
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Legislative Research Report [

December 7, 2004 Report Number 05.066

The Governor’s Education Funding Initiative and the
Anchorage S chool District Budget

Prepared for Representative Les Gara

By Cherie Nienhuis, Legislative Analyst

You asked about the specific components of the Governor’s recently announced K-12 education
funding initiative and its effect on the Anchorage School District (ASD) budget. You also asked
how the school district’'s budget would be impacted if the local contribution was increased to

match the rato of inflation.

On November 5, 2004, Governor Murkowski unveiled his K-12 education funding initiative, which,
according to press releases, would provide S208 million in additional funding for tho state's public
schools. A closer look at this proposal shows that the S208 million consists of three components'

¢ $82 million—an amount equivalent to the funding increase appropriated last
year by tho 23f1Legislature for the 2004-2005 budget, which the Governor

proposes to 'make permanent.*

¢ $77 miii'on—the amount nocossary to cover two years of increased Public
Employees’ Retirement System (PERS) and Teachers' Retilement System
(TRSi r tirement costs ($38 million in 2006 and $39 million in 2007).

¢ $49 n ion—lhe amount noedcd over two years to fund tho “increased costs
of day-to-day delivery of education” ($24 million in 2006 and $25 million in
2007). According lo documentation provided at tho Department of Education
and Early Development (DEED) website, this increase was calculated using
a threo-yoar average of the Anchorage Consumer Prico Index (CPI), an

inflation indicator ’

" From Governor Murtow»tu'» press release, Uuilding the Future.’ Volume 32. November 9. 2004. arut 'Governor
Murxowski's K 12 Funding I'ackago,’ as posted at the Gopjrtmont of Education and Early Ouriopmont's wobsrle,
fiffp/Vww ocd itito oK ut ncwi/X f2yr.ip/t ;x/f. We include a copy of each of these documents as Attachment A
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The S208 million funding package translates into an increased student base allocation of $598
over the course of two years. Under the proposal, the Governor's initiative would raise the
student base allocation from $4,576 per student (provided in the 2004-2005 school year) to
$4,869 in 2005-2006, and $5,174 in 2006-2007, representing an increase of about 13 percent

over two years.

As discussed above, the PERS/TRS retirement systems are expected to cost $38 million in 2006
and $39 million in 2007. The inflationary cost component of the proposal is set at $24 million in
2006 and $25 million in 2007. Combined—outside of the $82 million carried from the 2004-2005
school year—the Governor has proposed increases of $62 million and $64 million in 2006 and
2007, respectively. Of these amounts, the PERSATRS component will absorb 61.3 percent of the
proposed allocation the first year and 60.9 peicent the second. That leaves 38.7 percent and
39.1 percent in 2006 and 2007 to cover inflation increcses, which amount to $113.4 and $119.1
of the student base allocation, respectively. We calculate these allocation adjustments to
represent an approximate 2.46 percent per year increase Although the 2004 Consumer Price
Index (CPI) for Anchorage has yet to be determined, we note that the average Anchorage CPI for

20C1 through 2003 equals 2 466 percent.’

According to Legislative Research Report 04.065, prepared February 3, 2004—pror to the 23"1
Legislature’s action on the 2004-2005 K-12 education funding package—the student base
allocation, had it been adjusted for inflation since FY 1999, would have equaled $4,422 for Ihe
2004-2005 school year. As you know, the Legislature authorized increasing the allocation to
S4.576. a total of $154 per student above that calculated using the Anchorage CPI, giving the
state's public schools a 9.76 percent boost from the prior year's funding. Last year's inflation rate

was 2 7 percent.

The Anchorage School District Budget

Prior to the Governor's initiative announcement, the Anchorage School District anticipated a $29
million shortfall for the 2005-2006 school year. With implementation of the additional funding, the
ASD currently predicts that it will face a $10 million shortfall for year.3

The ASD budget, like that of most school districts, is dependent on revenue from many sources,
one of which is the local property tax base For the 2005-2006 school year, lhe ASD expects to
receive approximately S144 2 million in property tax revenue. According to Janet Stokesbary.
Chief Financial Officer, ASD, this amount is a projection that is contingent on several factors

The Anchorage property tax contribution for the 2005-2006 school year is calculated using the
pnor year's contnbution, a projected five-year average of the population change, ond a projected
inflation rate The ASD has estimated the population to have increased 1 16 percent, and the
inflation rato to be 2 8 po.cent, ttio two of thorn added together equal 3 96 percent The prior

: As calculated uvfvj (tie Anchorage CPI values shown on U>c Alaska Department ol tabor and Workforce
btr»t-iopincn! wrfcvto ol 2 7. 10, and 2 6. nnp /salmu labor sfnfe a* uif-PAGEID'&T&SUOID* r98

*Tnis revised estimate ' *n|f« previous estimate ol S7 million (IN? amount icported in many budget documents)
ret'ects an amendment mode. e Anchor.igu School Boanl regarding the uso of Iho undosignatod fund balance
Approximately S3ml.on ol this lund will bo used lo cover existing ono-timo mpendiluros—costs that Idll outstoe lhe

school district s 200S 200G budget

Dtuvut'fl7
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year's property tax contribution of $122,9 million (excluding the debt service contribution)
increased by 3.96 percent totals $138.16 million. Together with other authorized tax contributions
of approximately $6 million, the ASD has projected the local tax contribution to be about $144.16
million for the 2005-2006 school year. Ms. Stokesbary notes that this is the maximum
contribution the school district can expect from the local property tax base, and it is contingent on
authorization from the Anchorage Assembly. The Assembly has not always authorized the

maximum contribution, Ms. Stokesbary adds.J

In answer to your question about the local contribution being adjusted for inflation, therefore, it
appears from the above descrip lion that the property tax contribution is routinely adjusted for
inflation each year, We note that the ASD had already dramatically increased other fees for the
2004-2005 school year; for example, summer school sessions increaseo from $50 lo $75 per
session, and high school activity fees increased from $75 to $125 per sport.

Ms. Stokesbary explains that because the budget is contingent on several factors, it is difficult to
knew with certainty how much the school district will have to cut from the budget. To further
complicate matters, a decrease in student enrollment is projected, down 168 full-time equivalent
students from the current school year. At this point, the ASD is expecting to trim approximately
$10 million from its projected expenditures—just how that will be done is still in question Ms.
Stokesbary tells us that all options are on the table, including staffing cuts. She anticipates that
the ASD budget will be the topic of much discussion and debate once the Lep'‘lative session

starts.

I hope you find this information to be useful, Please do not hesitate to contact us if you have
questions or need additional information

*We indude ASD budget documentation detailing lund sources ar. Attachment D

' Janet Slokesbiuy Chn;< Financial Officer. ASD. cm be readied at (907) 742 4369

Lic iiAVVtRt!sa»o <Peporr05 066 Olcivac(< 200M Pic.pJ
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Attachment A

Governor Frank Murkowski,
"Building the Future," November 9, 2004

and

"Alaska K-12 Funding and Governor Murkowski’'s
K-12 Funding Package," as posted at the
Department of Education and Early Development website,
http://www.eed. state, ak. us/news/K 12graph.pdf
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Building the Future

A biweekly update from Governor Murkowski

Taking Responsibility Today forAlaska's Tomorrow

Volume 32

November 9, 2004

The Word
on the Street:

This will go a long way
toward narrowing the
gap and allowing us to
plan and concentrate on
increasing student
achievement, negotiat-
ing in good faith with our
employees, and try to do
what we need to do to
run our educational

system.J !

- GdConeau
Sraurg

AxdaareSsial
CBtrict

Looking Ahead:

Nov. 9-13-Thailand
Governor participates in
CSG Trade Mission to
Thailand

W andering the Web

IndusIMRcato
Find a thorough

information resource on
the state's Roads to
Resources initiative

Mmmg Home Pa it-
Get to knew Alaska's
rich mineral resources
from the exports ot the
Division of Geological
and Geophysical
Surveys

Governor Announces K-12 Education Funding Initiative

Governor Frank H. Murkowski told the Association of Alaska School Boards that he will
ask the Legislature to not only make permanent the $82 million increase to K-12 educa-
tion approved this year, but to increase education by another $126 million over the next
two budget years, That would amount to a $208 million for K-12 funding. He will ask the
Legislature for early funding of the fiscal 2006 and 2007 education budgets to avoid the
unnecessary cycle of pink slips being sent to teachers each year. Governor Murkowski
hopes that this education package will let schools focus on teaching over the next two
years instead of making ends meet. This significant education initiative would cover
fixed retirement costs, higher-than-expected cost of fuel, and other increases in the day-
to-day delivery of education services as well as providing additional funding for class-
rooms. As part of this educatian initiative, the state's per-student funding will increase
by $293 next year and by another $305 the following year - from $4 576 to $5,174 by
Fiscal Year 2007. The Governor recognized a 7 percent improvement in achieving math
and language arts targets, and told the group he sees it as a significant step in closing

public school students’ achievement gap.

Concerns For Rural Economic Development Addressed

Governor Murkowski met with the executives of Alaska's Native corporations to
listen to their concerns for their regions. First among the concerns expressed were
the high cost of energy as a barrier to economic development in rural Alaska, the
need for infrastructure development in rural areas, and the fiscal challenges brought
on by tne cost of public services. The Governor, speaking to the Alaska Federation
of Natives annual statewide convention, pledged continued cooperation to address
concerns and make development goals a reality. Improved transportation and lower
energy costs are key to economic development in rural Alaska, the Governor told tho
group, as he announced an initiative to provide financial assistance to about 120
rural communities disproportionately hit by high energy costs, largely in the form of
high prices for diesel fuel that is used to power electric generators Villages with
populations of under 100, 100-600 and 600-1.200 residents would stand to receive
$25,000, $50,000 and $75,000, respectively. The Governor and corporation leaders
agreed to continue to work jointly to meet the challenge of making sure rural com-
munities have sufficient revenue to support public services. In addition, the meeting
pa;ticipants pledged to work with the administration to identify infrastructure projects
that Mold lhe potential to foster economic development activity in their respective
regions. Participants pledged to draw upon their knowledge and experience in lhe
public and private sectors to holp identify and secure funding for these infrastructure
projects. 'The natural resources that are the foundation of Alaska's wealtn lie largely in
rural Alaska Poads, pods, utilities and other infrastructure must be developed and tho
state must join in the infrastructure investment,' the Governor told the delegates

(contmuod on pagu 2)



Did You Know ...

Alaska is rich in rare and
costly Platinum Group
Metals: platinum, palla-
dium, rhodium, ruthenium,
iridium and osmium.
PGMs are also called
noble metals because of
their high resistance to
oxidation and corrosion,
and are mainly used in
catalysts, electronics and
jewelry. Known deposits
can be found at
Goodnews Bay, Kahlitna
Valley, Valdez Creek and
in the Yentna mining
district.

Diamonds were first
discovered in the Cana-
dian Arctic in 1991. and

are known for tneir quality.
Rumors ofdiamond

Contact Us

Governors Home Page
Email the Governor

Gov. Frank Murkowski
P.O Box 110001
Juneau. AK 99011
(907) 4G5-3500 phone
(907) 465-3532 fox

Governor: ‘Bring the Kids Home’ From Outside Care Centers
Speaking to the Alaska Federation of Natives, Governor Murkowski expressed
concern over the number of Alaska children who must leave the state to be treated
for behavioral problems. The Governor explained that over the past decade children
with behavioral disorders are more and more often treated at inpatient care facilities
located outside Alaska. Stating his conviction that such a situation is unacceptable,

the Governor presented his "Bring the Kids Home " initiative designed to create new

opportunities to treat Alaska youth in community-based care or inpatient facilities
within Alaska. There are between 500 and 650 Alaskan youngsters in out-of-state
treatment at any given time. The Governor said he intends to include funds for in-

state residential treatment in his upcoming budget request.

Disaster Declaration Issued for Nome, Western Alaska

While touring the region. Governor Murkowski issued a state disaster declaration for
the Northwest Arctic Borough, the Bering Strait REAA and the village of Mekoryuk in
response to ocean storms that caused widespread damage. Villages along the
Bering Sea and Norton Sound experienced coastal flooding, high winds and wind-
driven tide surges. Damage in Nome is estimated at nearly $5.5 million. The Gover-
nor has asked President Bush lo declare a fedeial disaster area in o.der to allow
the Federal Emergency Management Agency to provide additional assistance

Rational Regulation, New Roads Will Boost Mining Effort

Emphasizing the importance of exploration, Governor Murkowski told the A'aska
Miners Association he will direct additional funding to airborne geophysical data
acquisition - which is the use of aircraft and high-tech equipment to survey an drea
for potential mineral deposits. The Governor remarked that this is the eighth con-
secutive year that Alaska's mining industry has passed the billion-dollar threshold.
Alaska miner continue to demonstrate hard work and a determination to overcome
challenges in the effort to convert the earth's riches into economic benefit. These
challenges can be natural - a record-setting year for forest fires, for example - or
regulatory. To assist in that arena, the Murkowski administration has enhanced the
large mine permit team vithin the Department of Natural Resources. The actions
include moving Alaska Coastal Zone Management to DNR and combining functions
of thr Habitat Division within DNR, and develop rational rules to allow the state to
authorize multiple waste management or disposal activities at a single laige mine
facility. The Governor also told the miners his 'Roads to Resources' initiative will
improve infrastructure to better allow mines to connect with tidewater or river ports.
A major focus is being placed on connecting the Yukon and Kuskokwim Rivers,
building a road to connect the Pebble Gold and Copper Mine with Cook Inlet, and
improving the DeLong Mountain port which serves the Red Dog Mine.

Judges Appointed to Kenai, Palmer District Court

Governor Murkowski has appointed John W Wolfe to the Palmer District Court, and
David S. Landry to the Kenai District Court. Both benches are newly-created.
Wolfe, 46. has bet.i a prosecutor since 1985 and served in district attorney's
offices in Kenai, Dillingham and Bethel. Wolfe graduated with a lav/ degree from the
University of Oklahoma in 1983 and has practiced law for moie than 20 years. Ho is
a member of the Chi'dren’s Advocacy Center Board and the Community Justice
Alliance in Dillingham Landry. 52, served as Kenai District Court Magistrate since
1999 and is a former partner at Ihe law firm of Molloy & Landry. Landry graduated
from Western New England College School of Law in 1991 and served as a law
clerk in the Kenai Superior C urt and as an intern in lhe Kenai District Attorney's
office Landry played professional soccer from 1974-77 for lhe Seattle Sounders

and Portland Timbers
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Governor Murkowski’s

K-12 Funding Package

Predictability in future funding.
Approve two years of funding (Fiscal Year 2006 and 2007)
instead of only one year so school districts will know on how much

state funding they can rely.

State pays PERS and TRS increases.
The state will cover the increased retirement system costs for
school districts, estimated to increase $38 million next year and

another $39 million the year after.

More state funds to cover other increased costs.
Additional funding to cover increased costs of day-to-day
delivery of education. Using a three year average for Anchorage
CPI, this would provide an estimated $24 million in increasea
funding next year and another $25 million increase the following

year.

Increase state's "student base allocation.™
Increase the per student education funding formula by $293 (to

$4,869) next year and by another $305 (to $5,174) the following

year.

The bottom line: $208 million me for K-12 schools
The state's support per student will have increased 29% during
the first four years of this Administration. This translates into
a $208 million increase in state support for education.

Commitment. Accountability.



Attachment B

Anchorage School District,
“ASD Memorandum #95 (2004-2005),
November 15, 2004, as posted at
http://www.asdk12.org/depts/budget/0506/20041115_Amended_MO095.pdf
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AMENDED 11/15/2004

ANCHORAGE SCHOOL DISTRICT'
ANCHORAGE, ALASKA

ASD MEMORANDUM *95 (2004-2005) November 15, 2004

TO: SCHOOL BOARD
EROM: OFFICE OF THE SUPERINTENDENT

SUBJECT:  FY 2005-2006 FINANCIAL PLANNING

It is die Administration's recommendation that the School Board approve and
authorize the Superintendent lo prepare die Anchorage School District's
FY 2005-2006 Preliminary Financial Plan in accordance with the financial
projections set forth in this memorandum. Specifically, the budget for
FY 2005-2006 is to lie established for planning purposes with projected revenues
mid use of fund balance not-to-exceed $566,920,364. This includes individual

fund budgets currently projected as follows:

FY 2005-2006

Financial Plan

General Fund S 429,540,000
Food Service Fund 14,525,583
Debt Service Fund 77,854,781
Local/Slato/Fcdcra) ProjectsFund 450QQ0)Q0
Total - All Funds S$566.920.361

It is further recommended that die School Board authorize die Superintendent
to adjust the budget expenditure ceiling indicated above in accordance with any
negotiated contract adjustments and odier asvaciated costs increases, furdier
review of die fees' structure, School Board requests, Administration,
community, staff and students' budget review team recommendations as
implemented by the Superintendent In addition, flexibility must be allowed for
adjustments based on the budget being in alignment with academic
achievement, updated demographic and/or economic information, as well as



the status of the Waldorf and The Master's Preparatory Leadership Academy
Charter School applications scheduled for School Hoard review.

This guidance directs the Administration lo build the budget based on the
Governor's proposed funding without use of fund balance, plus $6.5 million
from the fund balance for one-time cxpcnditurcs outside lhe ordinary annual

PERTINENT FACTS:

The above underlined paragraph reflects the amendment made bv the School
Board at the November 15. 2004 School Board meeting. The following
information in this memorandum does not reflect amendment The fiscal gap of
57 million referenced below is revised lo $10 million as a result of the
amendment made by the School Board.

Since ihe announcement of the Governor's educational funding plan «nd the
direction of the School Board at the work session on November 8 2004 to
proceed with the Governor's plan as a base for the Alaska Public School
Funding Program, the fiscal gap was reduced from $29.0 million to $10.0
million  In addition, at th-t work session, the School Board directed the
Administration to use some of die unde: ignated fund balance as a funding
source, while still maintaining a five percent undesignated fund balance tc
cover unforeseen contingencies. With the use of fund balance to cover existing
one-time expenditures, the fiscal gup was reduced to $7.0 million. This
memorandum is presented to assist lhe School Hoard in their review of the
District's educational obligations that need to be addressed during the
FY 2005-2006 financial planning process. This memorandum presents financial
planning considerations that will 1v used in developing the FY 2005-2006
Financial Plan, allowing the School Board the opportunity tu review significant
financial issues which will be addressed during the budget hearings in January.

TI110 BUDGETING PROCESS

Ihe budget provides a blueprint for the Anchorage School District'scducational
golds. When developing the budget, die Anchorage School District has an
obligation tu its many stakeholders—the students, parents, employees, and
community members—to consider each group's priorities and balance them
with the District's slated mission of educating all students for success in life.
The FY 2005-2006 budget projections reflect the District's on-going efforts to
achiev e this balance, maximize performance and contain costs.



These initial projections for FY 2005-2006 are prepared using tire most current
information available. Existing funds and cost savings are directed lo District
programs to ensure that progress is made in achieving the current School Board
Goals. The budget development process is mindful of the District's Six Year
Instructional Flan with the responsibility of designating financial and human
resources within projected revenues.

The budget continues to realign the District's priorities, as budgeting is a
progressive process. The balanced budget concept, Alaska Public School
Funding, and tire local property tax limitation necessitate early predictions of
both revenues and expenditures. Departments and schools review their
programs and responsibilities; assess what is being done during the current
fiscal year and what progress is being made; begin making plaas for next year
and future years and then prepare budget requests based on their program
requirements and how they support the Goals and Mission of “educating all
students for success in life." Input from prior year budget review teams
recommendations, community members, students and staff members may
result in change or elimination of existing programs or implementation of new
ones. In spite of the fiscal gap of $7.0 million, the focus still remains on
evaluating the need for additional staff, supplies, and other operating expenses.
It may be determined that efficiencies can be achieved through better resource

management or teaming with other agencies.

Federal, State or local mandates may necessitate the District tu incorporate
additional responsibilities and/or initiate new programs within the District.
Various demographic and economic factors must be evaluated for their impact
on the budget, Then, the total of all department budgets plus any new facilities
or chango in program requirements are compared to anticipated revenues.

Student enrollments, revenues, and expenditures are projected un a preliminary
basis The following sections on Student Enrollment Projections, General Fund
Revenues and Expenditures, and Other Funds summarize the principal
financial planning factors involved in preparing initial FY 2005-2006 projections
Major revenue and expenditure considerations and budget development criteria

are also included.
STUDENT ENROLLMENT PROJECTIONS

Student Enrollment—The most significant factor in the budget development
process is die number of students served. Enrollment projections are based on
enrollment history, profile, and both demographic and economic
considerations. The General Fund budget is developed using the FTE (full-time



