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MEMORANDUM sum amAmottmrm PHONE: (9C = 405-3795

DATE: January 29, 1981

TO: Honorable Jim Duncan
House of Representatives
Alaska State Legislature

FROM: Milt Barker, EISC&' Analyst
Legislative Finance Division

SUBJ: Governor"s FY 81 and FY 82 Revenue Estimates

The Governor®s revenue estimates for petroleum corporate
income tax and interest income stated in "Revenue Sources”
appear to be low.

Petroleum Corporate Income Tax

For the petroleum corporate income tax, there are the
following estimates ($ millions):

FY Revenue Sources AG Legislative Finance
81 $770 $ 935 $ 795
82 883 1314 > 1238
Total $1653 $2249 $2033

Unlike the other; two estxi.i-ces, the Legislative Finance
figures do not include income tax on TAPS operations.

The difference between the two administration figures

is $59* million for the two year total. The AG"s figures

were developed to analyze possible chances in tie tax
law.

Interest Income

The FY 82 "Revenue Sources®™ investment earnings figure
is $195 million, the same as FY 81. 3ased on an average
FY 82 permanent fund balance of $2, 080 million (this
estimate usc3d Department of Revenue figures and assumes
no new appropriations above required contributions) and
$350 million in the "Rainy Day" fund, a minimum of $243
million in income would be earned with interest rates

at 10%. With the Governor®s proposed appropriation of
$1.8 billion to the permanent fund, $<' " million to an
escrow fund, and $350 million to the * _ainy Day" fund,
the earnings at 10% on the average FY 82 balances 1in all
these funds would come to $365.5 million.
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MEMORANDUM

DATE:

TO:

FROM:

SUBJ:

February 5, 1981
Honorable Sara Cotten
Chairman

House Finance Committee

Milt Barkery iiscal Analyst
Legislative Finance Division

Funds Available for Appropriation

The attached Table 1 is a simplification of page 7 in the
FY 82 Executive Budget which shows the amount of general
funds available for appropriation as presented by the
Governor.

However, based on the two attached legislative finance

memos, the amounts in Table 1| could be increased as
follows:
Available for
Appropriation Cash
Table $6,014.1 million $5,665.2 million
Decontrol 185.2 185.2
$6,199-3 $5,850.4
Underestimates
Petroleum Corporate
Income Tax 596.0 596.0
Interest Income 170.5 170.5

$6,965.8 million $6,616.9 million

Tctal petroleum corporate income tax receipts through FY 82
arj estimated at:

"Revenue Sources” $2,433.0 million
Decontrol 51.1
$2,4b4 i
Underestimate 596.0
$3,060.1 mittion
These amounts are subject to litigation,
attachment
MB:bf



TABLE 1
GENERAL FUND 3ALANCES
($ MILLIONS)

Available for
Appropriation

General Fund Balance 6/30/80 $2,221.6

FY 81

Unrestricted Revenue 3,631.0
(Net of Permanent Funds)

Appropriations (4.793-6)!

Illiquid Investment

General Fund Balance 6/30/81 $1,055-0

FY 82

Unrestricted Revenue $4,955.1

(Net of Permanent Funds)

General Fund Balance $6,014.1
(Before 198! Session Appropriations)

Footnote:

Cash

$1,438.7
3,631.0

4,341.6
18.0

$ 710.1
$4,955.1

$5,665.2

1. Certain appropriations to AKFC, AICA, and for fish processing

loan guarantees were made from illiquid assets.

o

PREFARED BY:

Legislative Finance Division

February 5, 1983
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MEMORANDUWM
DATE: January 29, 1981

TO: Honorable Jim Duncan
House of Representatives
Alaska State Legislature

FROM: Milt Barker
Fiscal Analyst
Legislative Finance Division

SUBJ: Decontrol

According to the Division of Petroleum Revenue, the additional
amounts to be received in FY 81 and FY 82 as a result of
decontrol are $87.5 million in royalty and $68.5 million

in severance, a total of $156.0 million. These figures are
corrected from those given in the attached Fa“"rbanks Daily
Hews Miner article. The additional amounts tc th? general
fund and permanent fund would be $13”".1 million and $21.9
million respectively.

In addition, petroleum corporate Income tax receipts should

rise by $5].1 million for a total addition to the general
fund of $185.2 million.

The $51.1 million "was determined by multiplying royalties
by 8 to get a total increased value of production of $700
million. Frcn tMs is deducted $156.0 million in royalties
and severance t.fore applying the 9.7S state income tax
r*te.

attachment

MB: bf
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MEMORANDUM mm m mncomma P
DATE: January 29, 1981
TO: Honorable Jim Duncan
House of Representatives

Alaska State Legislature

FROM: Milt Barker, Fiscal Analyst
Legislative Finance Division

SUBJ: Governor®"s FY 81 and FY 82 Revenue Estimates

The Governor®s revenue estimates for petroleum corporate

income tax and interest income stated in "Revenue Sources®

appear to be low.
Petroleum Corporate Ircome Tax

For the petroleum corporate income tax, there are the
following estimates ($ millions):

FY Revenue Sources AG Legislative Finance
81 $770 $ 935 $ 795
82 883 [T = 1238
Total $1653 $22*.9 $2033

Unlike the other; two estimates, the Legislative Finance
figures do not include income tax on TAPS operations.

The difference between the two administration figures

is $596 million for the two year total. The AG"s figure:
were developed to analyze possible changes in the tax
law.

Interest Income

The FY 82 "Revenue Sources" investment earnings figure
is $195 million, the same as FY 81. Eased on fin average
FY 82 permanent fund bf.lance of $2,080 million (this
estimate uses Department of Revenue figures and assumes
no new appropriations above required contributions) and
$350 million in the "Rainy Day" fund, a minimum of $243
million in income would be earned with intcrost r .cs
at 10%. With the Governor®s proposed appropriation of
$1.8 billion to the permanent fund, $300 million to an
escrow fund, and $350 million to the "Rainy Day" fund,
the earnings at 10% on the average FY 82 balances in all
these funds would come to $365.5 million.

MB: bf
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Testimony Before Senate State Affairs Committee
of -
Scott Goldsmith

Institute *f Social and Economic Research

February 21, 19SJL

Senate Bill 13 - An ncC to appropriate cosh from the general fund to
pay lot capital Improvement*; approved by C.0. bonds
in 1981

The logic of bnrrouit g to pay for capital projects when the state
has the money to pay cash rests upon the idea of "arbitrage.” That is
the ability in cam money by borrowing 'St * “w* rate of return mid ihvcct
ing tlic borrowed funds at a higher rate of return. When arbitrage i«
potwfble, 1income ic raaxitai aed by borrowing to pay for capital and, in
fact, any expenditure. Tluc, when the atxtc can effectively invest
money at a higher return thbn it mum pny to borrow, paying couh doe =
not maximize state rcvci.ai .- -

There are, however, tuo cousiderntionrt which could alter tills con—
elusion in the unique sitvation which faces the state of Alaska.

1. The arbitrage trdel assumes rational bchnviur on the part of
government. Alt hough government ic composed of rational
individuals, thntr collective dccioionri on the spending of
money arc not aJway* rational. In other words, money gets
spent on project » which do not yield a positive return,
and this is more likely to occur when the state hos more
money to spend.

Thus, 1in analyzi rig whether paying cn*th for capital projects
makes sense, yot should try to determine what spending would
be @ {initiated b) such n policy. (Or If the capital project
«_were paid for wiLh borrowed funds, what would actually happen
to the funds mm e available for other purchases.) If unptn-
ductivc invectmi ntc are curtailed, then the opportunity cor.t
of paying cash vould be zero and no Income would be loct.
If productive irvestments arc cut tailed, then the opportunity
cost of paying <ashi is the lost income from arbitrage.



2. AC some time, t n-to~twcnty years hence, ntote revenues,
because they ax i so dependent upon Prudhoe Bay oil and gns
production, wlll be conclderably smaller than today. It i*
unlikely that pibllc needs will be less, however. This
suggests the pu>l + spending opportunities available to the
mxt “encratiop will be limited relative to our own. Further
r istricting the Lr optiona with the requirement of retiring
a substantial d :bt may be an unfair burden, in the extreme,
state revenues Quid ifnll to such < level that: they would
a?l be required for debt oervice, leaving n "Mng for achools,
highwny m ilnten incc, etc. Simply put, an ability to pay
<rlterlon sugge its paying canh for capital projecto.

On .~vlo.tale for de t finance is to pny for the facility over Its
Ilfetim . ouch flint those people pay who are actually getting thr benefitc
ar the good ic consumed, In the Alankan context, thin rationale may break
down because of the trans ent nature of the population anaoclotcd with ttic
boem-buSt character of th economy, combined with the nature of the project
"beneiitn.” For example, a benefit advanced for many capital projects is
the employment generated n the construction phnoc. This directly b icllts
the present population bu not the population which may he here In t«n-to-
twenty yenra. The people bcncfitlng t«*doy may leave Alaska when the boom
construction Jobs are all gone because state revenues caimwt support them.
Should they leave behind <=n unpaid bill In the form of annual debt service
payments lor those who ro>nin in the state after the bunt?

Senate Cilia ?1 end OR An act to appropriate general fun! money to
the permanent fund.

State revenues from <tudhoe Ony should be viewed as a one-1 line
inheritance. From this py peelive, rules about the proportion ct
rcvctuicp wl»lch should be :nved in ttie |ierm,rnrnt fund emerge.

The unique good foi t»ne of Alaska iIn its ownership of Prudhoe Buy
iescrven iy evident from dhc Attached Table A which comparer, the initial
reserves In the Prudhoe Br Field with the largest oil fields in North
America and the world. At 10 billion barrels, Prudhoe Uuy contains the
largest rescrveo In North America, and Only tuo other licldn in the United
States had over 2 billion barrels. A field of 100 million bnircln, u" -ch
would be onc-hundrrdth an large no Prudhoe, Is considered a giant and
balled as a major dlscovuty in rhe United Staten. Consequently, the
probability ol the dlscovi ry of additional reserves, on state land, to
compensate the utate treai ury for the eventual decline in Prudhoe Bay
oil production Is virtuull,y nil.



Thun, Prudhoe Hay otntc resources are an inheritance, primarily in
the form of oil In the ground but partly in the form of money into uhich
some of the oil is annuaHy transformed. This is commonly celled revenues
but Is more properly viet.ed as a portion of the principal of the inheri-
tancc in monetary, rather than physical (oil in place), form.

Using current (FY 19182) estimates of the per barrel revenues from
Prudhoe Day oil as well as current entimotcs of recoverable oil, the
present value (in 1951 do Il-arc) of the state’s inheritance is very roughly
$80 billion (royalties anil Various tnxen associated with oil production
axli transportation).

We cun easily calculite that If that $B0 billion were all invented
to earn u 2 percent real rate of return, the ntntc could withdraw
$1.6 billion annually fron the invented fund without reducing its valve.
This $1.6 billion (in 3981 dollars) would be the annual annuity which
could be withdrawn ever fenr to finance government. Such an annuity
could completely finance he 1960 state budget.

This ouggents that r.iving $1.6-10-$1.8 billion out of total revcnueo
of $6.6 billion and spend ng $4.7-to-$6 billion is rutting into principal
to the tune of over $2 bl lion. Thus, if one objective of financial
planning Ir. a sound long- era, revenuc-goncrntiTig bnoc, « policy of suvlng
51.S-to-$1.8 billion thiti flucal year in the permanent fund in inadequate.

It Will, of course, r argued that the best way to ensure n stable
long-term tax base it thr >ugh investment in r.tntc resources. The truth
Is that the revenue-grncr ulng enpoclty ot other resources doer, not hove
any possibility of provid ng rcvcnurn "equal to the $1.6 billion annuity
available through a savin esand investment program of the permanent fund.

For example, conclde cool, [licraonstruled renourccp In Alaska nre
about 4.5 billion tonn, p Iltoarily centered at the t."cncna and Susitnn Coal
FleKin (ilcOre and 0"ConnOt, Mineral Rcnoitrccs of Alnntin atid the Impact
of rcifcrrl Land Policies <n the.r AyallrMlity: Cunl, Open File Illeport (M,
UL, uses, 1976, p. 2).

If the state could g t o 30 cent royalty un each ton of cool mined,
how many tonn would need o he mined annually to gcnetotc $1.6 billion
from reyaltlcs7 (The min mum royalty rate on stale land is 5c/lon with
recent leases carrying a 0C-36C royalty rale.) The answer is 6.3 billion
lons. So. each year, more Coal would need to be mined than it. currently
available as reserves in «rdet to match tlie $1.6 billion annuity. (The
mining license tax and coi putate income tnx would generate some additional
revenue but uauld not «ub tantlally alter the conclunlon.) It iv inter-
outing to note that actua production of coal in preoently about one mll-
lion tons, or about I/fr"Ctlthc amount necessary for a tax base dependent
upon coal. SJai



TABLE A

I. LARGE!'T OIL FIELDS IW WORTH AMERICA

Billion Barrels

1. Prudhoe Day USA 10.014
2. Chlapao Mexico 6.513
3. East Texas USA 5.999
4. Wilmington USA 2.418
5. Pozn Rico Mexico 2.026
6. Pembina Canada 1.742
7. Midway Sunoc t USA 1.603
8. Yatcs USA 1.600
9. Wuoson USA 1.508
10. Kern River USA 1.453
11. Pnnbandle USA 1.415
12. Swan Hills Conoda 1.315
13. EbnnD-rimoco Mexico 1.304
14. Sbo-Vcl-Tum USA 1.300
15. EIlk Hills USA 1.296
10. Raranjor. Cer ro Anul Mexico 1.177
17. Runtiugton R ?ach USA *.076
IS. santa Ynct USA 1.000

11. L/".G:ST OIL FIELDS 1H THE

1. Durg.ni Iuko 11 60.930

2. Clnwar Souili Atc*i>ia 60.270

3. Saianin S.iudi Archie 17-C51

4. Kirkuk Iraq 16.320

5. SatnotJcr skoy USSR 14.600

Romnslikino USSR 14.040

7. Rumailn Iraq 13.035

e. Carlisatan Iran 11.435

9. Harun Iran 10.GC7

10. Lagunllies Venezuela 10.732
11. Asha Jari Iran 10.C34
12. Prudhoe Day USA 10.014

Gil mi! (.us Journal. Augus . 1*J77. Vol. 75. Ro. 3bh. p. 102.



SENATE STATE AFFAIRS COMMITTEE HEARING

ON

1. DEPOSITS IN THE PERMANENT FUND: 2. PAVING CASH FOR CAPITAL IMPROVEMENTS

February 21, 1981

Testimony by Harold E. Pomeroy

Our future is bright if we don"t spend billions and billions of dollars

unproductively trying to create an artificial destin, for Alaska.

Right now we are misreading the signals.

There is popular belief that if we just dotheright things we canachieve
a prosperous, diversified and renewable resources economy, including renewable

resource production and processing-manufacture. This means, of course, pro—
ducing goods for export.

We are negligible producers of processed-manufactured goods - with few
exceptions, relative to our resource production and services economy, due to
far higher costs here than elsewhere - costs that cannot be cured hy spending
money. Where the potential for competitive position in the markr* 1is
lacking, direct and indirect aid is only creating artificial viability that

can last only until the money runs out.

The wrong signal is that somehow, if we justput enough money imo artic*al
viability in the direction of diversification and renewable resource pro—
cessing we can turn a liability into an asset. The result is the false

assumption that taxes generated out of there aleas of activity will be able

to make up for less oil 1income in the future.

The hard fact is that there is no basis whatever for believing the aggregate
of all tax revenue from all sources, other than oil production will increase
the approximate 1/10 of our expenditures su».n revenues now Fay,by an appreciable

amount, if at all - unless taxes are raised dr; tically.



Testimony, 2/21/81

Harold E. Pomeroy

Take the molybdenum mine soon to be established near Ketchikan. Though
one of the largest deposits anywhere, molybdenum won"t be made there; the
conce trate will go Outside for processing for reasons of economy. Would
we increase taxes on the plant two or three or more times in the future

to make both ends meet due to less oil income?

Our future economic stability rests heavily on the reason the question has
to be asked.

There will be a few individual exceptions to the revenue potential overall

- plants with profits coming from huge investments and very few workers.

We can be encouraged about the future if we take the right signal from the
dramatic increase in the amount of oil income from even two years ago. A
Permanent Fund that generates a substantial part of future needed revenue
is practical - with room also for such benefits as no personal 1income tax

and some desirable capital improvements that are cost effective.

Our tremendous good fortune in quantity of oil money is that we can make
massive early years deposits in the Permanent Fund, accumulate the interest
and arrive at i total of as much as $125 billion to produce $13 billion or

t'« billion in annual revenue from then on.

. should place the highest priority on action to secure as strong a finan—
cial future as possible, rather than to grab more toward a taxless society
and what amounts, indirectly, tocolossal price support, for economic enterpri

that simply isn"t economically viable in the open market.



PERMANENT FUND BUDGET GROWTH

1. . V.

$2 Billion $4 Billion $2 Billion - at 11% $2 Billio
at 11% compounded rate of increase rate of

Yrs
5 $3.37 $6.74 $3.37 $4.02
10 $5.68 $11.36 $5,68 $8.09
15 $9.57 $19.14 $9.57 $16.27
20 $16.12 $32.29 $16.12 $32.73

At the end of 20 years the $16.12 wot"1™ produce $1,67 billion yearly - from then on.

The $1.67 billion would not go very r toward funding the $16.12 billion budget.

The 11* rate of increase may not be enough for inflation and population growth and would allow zero
for real growth.

At 15% growth, $120 billion in the Permanent Fund would produce about $13 billion in earnings revenue

toward the $32.73 billion budget

February 21, 1981

Harold T.. Pome

roy
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January 30, 1981

The Honorable Charles H. Parr

Chairman

Senate Health, Education and
Social Services Committee

Room 210 - Dchrcnds Building

Juneau, Alaska

Re: Senate Dill No. 22
Dear Senator Parr:

Senate Dill No. 22, an Act authorizing supplemental state aid foi
retirement of school construction debt, was introduced in the Senate on
January 13, 1981 and was referred to the Senate Health, Education and
Social Services and Finance Committees.

For the consideration of the Senate Health, Education and Social Services
Committee, 1 am enclosing a copy of a Fiscal Note pro[>arod by

Mr. Thomas K. Williams, Commissioner of Revenue concerning the proposed
legislation.

R. D, Stevenson
Special Assistant

cc: The Honerah lennett
The lloi e i Dankworth
Co-Chaii *

Senato | nance Committee

Thomas E . Will inms
Commissioner
Dep.irtment of Revenue

Joseph K. Donohue
Deputy Commissioner
Doj>artmont of Revenue
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THE LEGISI ATURE OF THE STATIv OF ALASKA
TWELFTH LEGISLATURE

USUAL NUVK

REQUEST cn 22
Hill/Resolution No.
Tide Supplemental state aid to retire school constructionaebt

Requested by Senate HESS Cormlttee Date 1/29/81

. HSCAL DETAIL
Agency AlfcucdR e ve nue
Program C;Ueatrv Affected Revenue Collection and ttinaponent
HR@. Ilagiard. 8F Subprogram! s) Affected  TreSUFY
(Nolo i more llian one budget component is affected, separate line-ittm amounts and funding Tor eacli
omponent in tlie analysis section.)
I nR NI'lT UKI'S (ITiousands of Dollars)

v 81 FY 82 1Y 83 FYy 01 FY 85 .FY 86

jpi)  IT KSMNAI S1RVKT S 0
<) 1RAVI L )?T
RIO Ui>M FACTUAL -|-
I3 UUMMUDII ILf (
f)p HJUIRM: Ni 0
110 | AM) A S| RIK liiri s 0
on «RNC «lAIMS. 11U 355,793
M UM 0 355,793 0 0 0
I ’Np[IN(. | llioi:\.mds ol Dollars)
<TM KN IL.ND 0 *55,793 0 I 0 0 0
M K\ ITD\=
«*1M1 tc1S* 11 1ond Source|
1t)S| 1]i *\s
[T (™I 0 0 0 0 0 0
"NR 1 11Ml 0 0 0 *O 0 0
Il MhIK NfN 0 TT 0 TT 0 )
HI M Nsis >Vi-1 tscal Note I*Icpnalion Instriulioiis. S« lion I11I)

lint outstanding priMclp.il ixilauce for sclool constnx’lion lunds appears to Iwive Ix*cn
$355,/93,00U Sot :ajue 1/ scluol districts as of Jme 30, 1980. Hetvvcn that time and the
effective date of tLIs Rill, sunn additional Uxwlk ttuy be issued and name repayments of

principal on exist itty; I*»uls tr.iy occur.

(VKK $100,0D' txxI tIHTJI) UK MAVT)) WITH UK 1ULJIWIDU TKUINIUAL (HANGK" TD THE RHJ.:

p. 1, lines 0-7 clvui&e "retirement" to "defeasance"
p. 1, line 10: clvuy.c ‘KKriw-mT' to "imASANUK"

p i_ Hnc Il. after "school district” insert "fnro ttnney appropriated tor this jxirpose
p I* line 11- after tIx* .nuunt” insert "necessary to defease tlx* principal balance

as of July 1. 19,31"

AN (Analysj™ ~.»p”in'xsl an tytp.e tvo)

N NIl 1/79/4i PRI I'Altl D MY ~/F+-
At NN Revetxu*

tiii*M. 1 I,‘i"i»ljioe I'mm,e I'IONI TN

u liude. t . li.! Managemen

Bitiw el 1lus! 1 egoLtoi Sniivd

te (Mil iR



FISCAL NOTE FOR SB 22: Analysis (cant.)

P. 1, line 12: delete “outstanding®*
p- 1, line 15: change "retire"” to "defease"

With these changes only $250,000,000 would be needed and the practical effect
would still be to pay off all existing school construction bonds.
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COMMITTEE REPORT

SENATE

1/7137ai FURTHER: Finance

Date:

Mr. President:
HEALTH, EDUCATION

The Committee on & SOCIAL SERVICES has had
increasing scate aid to school districts under the public school foundation
program

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ ] do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)
[ 1 same title
[ "A replace with CS for [ 1 new title
and recommends
[ 1 AND attaches a "Letter of Intent” [ J New Fiscal Note
[ 1] reports it back without recommendation
( 1] referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS

2/1.

CHATRMAN
S 60 (Rev. 12/78)
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ASSOCIATION OF ALASKA SCHOOL BOARDS

March 26. 1981

Honorable Jalmar M. Kerttala
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Kerttula:

The Association of Alaska School Boards would like to
comment on Senate Bill 23 and recommend some modifications
to it for your consideration.

First of all, the bill, an written, would effectively
increase state foundation support for schools in FY 82 from #
$34,935 to $43,670, an increase in excess of twenty-two
percent. State law now automatically raises FY 82 foundation

support levels from $34,935 to $38,090 which is approximately
10.4% 1increase for that year.

In short, Senator, the Association of Alaska School
Loird3 finds itself in the unusual position of opposing a
Bill designed to give us more money. Our reason is that we-
have a commitnu .t to honor wherein if we are granted a
funding level one year in advance, we will not support any
effort to raise that level in the next year.

We would, 1iowevor, encourage you to consid r changing
the wording of the B 11 to establish the Fiscal Year 03
funding level for scuols in accordance with what has been
accepted as the forward funding concept.

Relatod to stato support for schools is - variety of
measures being considered in the Legislature dealing with
state financial assistance to municipalities with the intent”
to reduce local tax levels. Few people realize that any tax
reduction program will unwittingly impact state supplemental
equalization support to local school districts with minimal
local contcibution ability. This program was initiated in
last year®s 53 199. I am attaching a suggestion as to how
the conflict in that area could bo resolved for consideration
with tie suggestion that it be included in a revision of
SB 23 if that should bo your dosire. .
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equalization aid 1is calculated as the amount equal to
the average municipal appropriation (tax contribution)
per pupil in average daily membership for school operating

costs in the City & Borough school districts in the
prior fiscal year.



=CONSUMER PRICE INDEX

The Consumer Price Index (CPI1) 1is compiled by the Bureau of Labor Statistics,
U. S. Department of Labor. Although it is often referred to as the "cost-of-
living" or "inflation rate,”" this is not technically accurate. The CPl is a
measure of the change in prices for a fixed "market basket" of goods. The
composition of the market basket is based on the consumption characteristics
of two populations; wage and clerical workers, and all urban consumers. The
all urban consumers CPl was begun in 1978, and provides a CPl which includes
the buying habits of about 80 percent of the total population. The wage and
clerical workers CPl is the traditional CPl begun during World War . It is
based on a market backet typical of wage and clerical® workers, and includes
the buy®"ng habits of & > percent of the population nationwide.

The wage and clerical and all urban consumers CPI"s are compiled for both
Anchorage and Fairbanks. There 1is no statewide CPlI. The CPls measure
price changes from a designatel reference date. For Anchorage, the reference
date 1is October 1967, and for Fairbanks it is February 1979.

The CPl measures the change in prices relative only to prices previously paid
by a specific population. This means that the CPl for Anchorage wage and
clercal workers, for instance, cannot be directly compared to any other
CPI. The CPlI can be used to calculate a percentage change, and these can be
compared. The percentage change comparison does not provide an indication
of where the cost of the market basket of goods is highest or lowest, but
does show where the cost 1is changing most rapidly.

The percentage change of any CPl series may be calculated by the Tfollowing
method:

Index Point u anye

fnl 123. 1
Less irevious irdor 123.1
Equals index point change 0.6

Percentage Change

Index point difference 0.6

Divided by previous index 123.2

Equals 0.006
Multiplied by 100 0.006 x 100
tqujls percentage change 0.61



YEARLY CPI AND PERCENTAGE CHANGE
WAGE _."NO CLERICAL WORKERS ONLY

United States Seattle Anchorage Fairbanks
CPl1 =k Change CPI % Change CPl1 , % Change CPI % Change
1967 100 100 , 100
68 105.7 = 5.7 106.01/ 6.0 102.6 2.6
69 111.6 5.3 110.61/ 4.2 107.3 “= 4.4
70 118.1 5.5 .114.91/ 3.7 111.5 3.8
71 122.6 3.7 117.61/ 2.3 114.4 2.5
12 126.6 3.2 121.21/ 3.0 116.9 2.1
73 136.6 7.3 131.41/ 7.8 123.8 5.6
74 153.0 10.7 14731/ 11.2 140.0 11.6
75 164.6 7.0 159.71/ 7.4 157.4 =« 11.1
76 173.3 5.0 167.91/ 4.9 167.6 6.1
77 184.5 6.0 182.51/ 8.0 177.3 5.5
1978 201.8 8.6 202.1 9.7 194.8 9.0
79 227.6 11.3 215 " 8.8 211.8 8.0 107.92/
80 256.4 11.2 259.4 14.6 232.0 8.7 119.62/ 9.0

}/ CPl is for November rather than October of years listed.
2/ CPl1 is for December rather than November of years listed.
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FAIRBANKS CPI

Wage and All Urban
Clerical Consumers

1979 Feb. 100 100
Apr. 101.6 101.4
. Jun. 103.7 103.9
Aug. 105.5 105.2
Oct. 108.1 . 108.2
Dec. 107.9 107.9
1980 Feb. 110.4 110.2
Apr. 112.8 112.7
Jun. 113.5 113.4
Aug. 115.1 115.0
Oct. 117.6 117-.4
Dec. 119.6 119.3
1981 Feb. 121.8 121.5
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THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

) Rﬁ UEST .
JPI|R€SO|UIIO£ No. . SB.-23 .. L o
Itle nAct [MCTEASING STATE dard (0 SCMool daTsSUricts umder (me ...

Requested by Senate HES Date May 4. 1981

Il. FISCAL DETAIL .
Agency Affected  Education
Program Category Affected Eiei.lentary t Secondary /.education
BRU, Program, or Subprogram(s) Affected Foundation Support
(Note: Hmore than one budget component iaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

Fy 8l FYy8  FY83 FY84 FY35  FY86

00 PERSONAL SERVICES

;:%1) TRﬁ\'I/'EL TUAL

N0 88|l\J/|MM|§TI%S

0 EAND OTRUCTURES

700  GRANTS. CLAIMS. ETC. . an.2. 78.fi 47,606.5 52,367.2 57,603.9 63,364.3
TOTAL

FUNDING  (Thousands of Dollars)

GENERAL FUND j.43,278.6 47.606.5 52,367.2 57,603.9 6",304,3
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME N/A
PART TIME
TEMPORARY

lIl. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section IIT)

Assunvs 10% annual inflation

FY"82 Basic Need: 32H,8G5.]
Bill increase of 13.16% 372,143.7
- FY"82 Basic Need 328,865.1
FY"82 increase $43,278.6
V. DATE NVV 4, 19Bl PREPARED BY
AGENCY frJducatlm
Original: Legislative Finance PHONE __  4»5—:hoo
cc: Budcct and Management

Prime Sponsor (First Legislator Named)
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IN THE SENATE

Introduced:
Referred:
Social

BY KERTTULA,

1/13/81
Health, Education &
Services and Finance

FERGUSON, KELLY,

STIMSON AND RODEY

SENATE BILL NO. 23

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE -

For an Act entitled: "An Act

the public

A BILL

school foundation program:

FIRST SESSION

for an effective date."

“3

increasing state aid to school

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

* Section 1. AS 14.17.056

Sec. 14.17.056.

tional unit value for fiscal

J>jpro
is $4>f670 [$38,5901.

BASE

INSTRUCTIONAL UNIT VALUE.

* Sec. 2. This Act tabes effect July I,

Y11

| iy *

ftp

is amended to read:

years beginning

1981,

Vin

/
districts under

and providing

The base instruc-

irL*

on or after July 1, 4

SB 23



"ALI*u. (T

rui” -Uol Jow ™ ANCAXALwEOL N N~ /0 PG
= VAa C A AP wms 33

SAsAY %" $  XMA-V-WA.  A-AysLAAjLvI

ch ~C~urj(- «J? yrdi. "LlLa

rexn 0N SURIE JVARAL vk AL

V.r 47 |/ Ao- A A NLX

A,tfl- A

D U yith /d>

CA-N\



CONSUMER PRICE [INDEX
PACIFIC CITIES AND U. S. CITY AVERAGE

ALL. ITEMS INDEXES
<1967=100 unless otherwise noted)

FEBRUARY 1981

CONSUMER PRICE INDEX FOR ALL URBAN CONSUMERS

PERCENT CHANGE

INDEXES YEAR TWO MONTHS
ENDING ENDING
FEB JAN FEB JAN FFR -\ FFB
1980 1981 1981 1981 1981 1981 1981
U. S. City Average ............. 236.4 260.5 263-2 11.7 11.3 1.7 1.9
Los Angeles-Long Beach-Anaheim 2317.6 259.4 261 .6 11.5 10.1 1.5 1.1
San Francisco - Oakland ...... 240.7 - 260.5 - 8.2 - 2.2
Honolulu. Hawail ... ... ....... — 243.3 — 10.1 - 3.0
San Diego. California ......... - 287 .7 - 13.3 ~ 3.1 —
Portland. Oregon ... ... ........ - 266. 4 - 8.9 - 1.7 -
Seattle - Everett. Washington. - 264 .9 — 12.2 - 0.9 -
Anchorage” Ak. (Oct. 1967=100) - 240. 1 - LO.OJ - 1.5 -

CONSUMER PRICE INDEX FOR URDAN WAGE EARNERS AND CLERICAL WORKERS
<1967=100 unless otherwise noted)

PERCENT CHANGE

INDEXES YEAR TWO MONTHS
ENDING ENDING
FEB I FEB <AN FEB <+AN FEB
1980 1981 1981 1081 1981 1901 1981
U. S. City Average........... . 236.9 260.7 263.5 11.7 11.4 1.7 1.9
Los Angeles-Long Beach-Anaheim 240.0 262.7 265.0 11.8 10.4 1.7 1.1
San Francisco - Oakland ...... 240.0 - 261.6 - 9.0 - 2.3
Honolulu. Hawaili .. ... ... ... ... 221.3 - 243.5 — 10.0 - 2.7
San Diego. California ......... - 282.9 - 12.°7 - 2.8 -
Portland. Oregon ... ........... - 265. 0 - 8.8 1.6 —
Seattle - Everett. Washington. - 262.3 - 12.2 — 1.1 —
Anchoi 1iae. Ak. (Oct. Iloc*7=100) — 235.0 vV 1.3 —

Bureau of Labor Statistics - San Francisco. CA 94102 March 24. 1781



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

.EISCAL ._NDTE.
REQUEST qT,
Bill/Resolution No. SB-23
JJ(E An Act increasing sute aid tTo school districts under the
Requested bv Senate HESS Date 5/6/81

FISCAL DETML
Agency Affected Education

Program Category Affected Elementary & Secondary Education

BRU, Program, or Subprogram)s) Affected Foundatior Support Programs

(Note. Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY C4 FY 35 ,FY 86
100 PERSONAL SERVICES
qo TRAVEL
o0 CONTRACTUAL
400 COMMODITIES
MO EQOUIPVENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC. 33.050.3 39.998.1 «]3.97.9
TOTAL
FUNDING (Thousands of Dollars)
GENERAL FUND 33.050.3 30.301.9* I")9.998.1 43.997.9

FEDERAL FUNDS
OTHER ISnecifv 1und Source)

POSITIONS

FULL TIME N/A
PART TIMI
TEMPORARY

ANALYSIS (Sec Fiscal Note Preparation Instructions. Section IlI)

& Assumes 10% annual inflation.

Section 1.
FY-82 Foundation: 330,563.0

Bill increase of 10% for FY-R3: 33,050.3
Section 2. No fiscal Impact.
IV. DATE 5/0/81 .PREPAKED BY
AGENCY Department of Kdnctition
Original: Legislative Finance PHONE ~ TQ5-2B0O
(o0 Uudirct and Management

Prime Sponsor (First Lcgislatoi N’jmed)
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Senate HESS Committee Substitute

Introduced: 1/13/81
Referred: Health, Education &
Social Services and Finance

BY KERTTULA, FERGUSON, KELLY,

IN THE SENATE STIMSON AN7) RODEY

SENATE BILL NO. 23
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - FIRST SESSION

/i/eul4dffe?Kn U "

For an Act entitled: "An Act increasing state aid to school districts under

the public sciool foundation programi and providing

for an effective date."

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

*

*

t

Section 1. AS 14.17.056 is amended to read:
Sec. 14.17.056. BASE INSTRUCTIONAL UNIT VALUE. The base inﬁl

tlonal unit value for fiscal years beginning on or after July 1,“l19fit,

JVAYVSO
Isw 7; ($38,590).

Sec. 2. This Act takes effect July t, 1981.

Sec. 3. AS 14.17.023.(c) is amended to read:

(c) The amount per ADM of supplemental equalization aid is calculated

as the amount equal to the average local appropriation (TAX CONTRIBUTIONS
per pupil in average daily membership for school operating costs in the

city and borough school districts in the prior fiscal year.

Jt B 23



ASSOCIATION OF ALASKA SCHOOL BOARDS

March 26, 1981

Honorable Jalmar M. Kerttula
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Kerttula:

The Association of Alaska School Boards would like to
comment on Senate Bill 23 and recommend some modifications
to it for your consideration.

First of all, the bill, as writtan, would effectively’<
increase state foundation support for schools in FY 82 fronm
$34,935 to $43,670, an increase in excess of twenty-two -*ftp
percent. State law now automatically raises FY 82 foundation/
support levels from $34,935 to $38,090 which is approximatel!””®
10.4% increase for that year. -tf-

S

In short, Sonator, the Association of Alaska School
Boards finds itself in the unusual position of opposing a
Bill designed to give us more money. Our reason is that we
have a commitment to honor whoroin if we are granted a
funding levol one year in advance, wo will not support any W~
effort to raise that level in the next year.

«C.

M
Wo would, however, encourage you to consider changing -

the wording of tho Bill to establish the Fiscal Year 83 * jsay
funding levol for schools in accordance with what has been At
accoptod as the forward funding concept.

Related to state support for schools is a variety of
moasures being considered in the Legislature dealing with *
state financial assistance to municipalities with tho intent
to reduco local tax levels. Few pcoplo realize that any tax*
reduction program will unwittingly impact state supplemental
equalization support to local school districts witfi minimal
local contribution ability. This program was initiated 1in
last year®s S3 199. I am attaching a suggestion as to how r =
tho conflict in that area could bo resolved for consideration
with the suggestion that it be Included in a revision of y-
5B 23 if that should bo your dosire.

V.VI/A.WU



SUGGESTED AMENDMENT DEALING WITH
SUPPLEMENTAL EQUALIZATION AID FOR SCHOOL DISTRICTS

14.17.023 (c). The amount per ADM or supplemental
equalization aid 1is calculated as the amount equal to

the averag” mnlo4p*J appropriation /[tax contribution?
per pupil ir~average daily membership for school operating
costs in th< City & Borough school districts in the

prior fiscal year.

m/\



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

-Fiscal note

L REQUEST
Bill/Resolution No. CS Senate Bill - 23 (HESS)
Title An Act Increasing state Aid to School districts . . . foundation program
Requested bv Senate Hess Date 5/12/81

II.  FISCAL DETAIL
Agency Affected  Department of Education
Program Category Affected Elementary and Secondary Education
BRU, Program, or Subprogram(s) Affected Foundation Support Programs/Financial Support Districts
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 35 .FY 86
100 PERSONAL SERVICES
200 TRAVEt
300 CONTRACTUAL
500 FOUIPMKNT
600 LAND & STRUCTURES
700  GRANTS. CLAIMS. ETC. 3b,591.9 39,151.1* 43,066.2 47,372.3

TOTAL

FUNDING  (Thousands of Dollars)

GENERAL FUND 35,591.9 39,151.1* 43,066.2 47,372.8
FEDERAI FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME N/A
PARIT 1Ml
TEMPORARY

lIl. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

Section 3.

FY 82Foundation: 330.563.0

FY 32ContractSchools: 25,355.5 (Base schools, special schools)
FY 82Total 355,918.5

Bill Increase of 102

for FY 83 35,591.9

Sections 1 and 2. No Fiscal Impact

“‘Assumes 10X annual [Inflation

IV. DATE Mav 12. 1931 PREPARE!) BY - eJiolx
AGENCY" Depar ment "of Educat|on.

Original Legislative Itnancc PHONE 46G-2BQQ

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80)
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PUBLIC SCHOOL FOUNDATION PROGRAM 2/6/81 -m
FY-82 BUDGET PROJECTIONS
Comb.
Elem. Sec, Conb. Comb. Dist. Voc. Ed Voc. Ed Spec. 1
School Inst. Unit Elem. El oid. Basic Sec. Sec. Basic Dist. Dist. Basic ADM Voc. Ed Basic ADM
District: Value ADM 1.U. Need ADM 1.U. Need ADM 1.U. Need Non-add 1.U. Need Non-a(
Anchorage 38,590 16,555 1,006 38,821,540 "5,063 973 37,548,070 25 5 192,950 1,663 96 3,704,640 2,221
Bristol Bay 59,815 100 10 598,150 103 11 657,965 -0- -0- -0- 28 3 179,445 15
Cordova 44,379 230 15 665,685 206 21 931,959 -0- -0- -0- 61 5 221,895 31
Craig 41,677 64 6 250,062 77 8 333,416 -0- -0- -0- 20 2 83,354 16
Dillingham 59,815 176 12 717,780 202 21 1,256,115 -0- -0- -0- 44 4 239,260 27
Fairbanks 43,221 4,483 278 12,015,438 3,979 258 11,151,018 -0- -0- -0- 632 39 1,685,619 551
Galena 59,815 63 6 358,890 74 12 717,780 -0- -0- -0- 15 2 119,630 7
Haines 44,379 187 16 710,064 210 21 931,959 -0- -0- -0- 36 3 133,137 40
Hoonah 43,22] 114 8 345,768 - 93 11 475.431 -0- -0- -0- 23 2 86,442 24
Hydaburg 41,677 43 4 166,708 39 6 250,062 -0- -0- .-0- 14 2 83,354 5
Juneau 38,590 2,008 124 4,785,160 1,923 136 5,248,240 -0- -0- -0- 335 20 771,800 310
Kake 41,677 90 7 291,739 100 11 458,447 -0- -0- -0- 25 2 83,354 20
Kenai 41,677 3,313 222 9,252,294 2,715 201 8,377,077 27 5 208,385 316 28 .1,166,956 363
Ketchikan 38,590 1,101 72 2,778,480 1,148 78 3,010,020 -0- -0- -0- 165 10 365,900 186
King Cove 57,885 71 6 347,310 49 6 347,310 -0- -0- -0- 12 2 115,770 7
Kldwock 41,677 73 6 250,062 24 4 166,708 -0- -0- -0- -0- -0- -0- 9
Kod iak 44,764 1,206 85 3,804,940 857 76 3,402,064 18 4 179,056 154 11 492,404 215
Hat-Su 40,134 2,136 14 3 5.739,162 2,061 147 5,899,698 10 3 120,402 362 22 882,948 272
Nenana 46,308 109 8 370,464 96 14 648.312 -0- -0- -0- 20 2 92,616 18
Nome 59,815 396 24 1,435,560 313 28 1,674,820 -0- -0- -0- 84 6 358,890 81
North Slope 59,815 563 46 2,751,490 563 59 3,529,085 -0- -0- -0- 196 22 1,315,930 120
Pel lean 43,221 28 3 129,663 9 4 172,884 -0- -0- -0- -0- -0- -0- -0-
Petersburg 40,134 409 25 1,003,350 163 15 602,010 -0- -0- -0- 34 3 120,402 49
Sand Point 57,885 53 5 289,425 72 8 463,030 -0- -0- -0- 14 2 115,770 7
Sitka 40,134 1,174 77 3,090,318 540 36 1,444,824 -0- -0- -0- 1j5 8 321,072 120
Skagvay 41.677 95 7 291,739 80 8 333,416 -0- -0- -0- 19 2 8 3,354 10
St. Mary % 59,815 71 6 358,890 22 4 239,260 ~0-  -0- -0- 30 3 179,445 21
Ifialaska 57.8P5 120 9 520,965 100 1 636,735 -0- -0- -0- 12 2 115,770 16
Valdes 44,379 598 41 1,819,539 526 43 1,908,297 -0- -0- -0- 114 8 355,032 156
Wrangell 40,134 279 18 722.41? 218 21 842,814 -0- -0- -0- 40 3 120,402 32
Yakut at 46,306 86 7 3? .156 ____ 60 JO 463.080 -0- -0- __-0- 12 _ 2 92,616 14
Totals 35,994 2,302 95,007,203 32,690 2,267 94,121.956 80 17 700,793 4,615 316 13,707,207 4,963
Cor respondence 38,590 525 42 16,207,80 200 -0- -0- -0- -0- -0- 25 2 77,180 -0-



-ZTVy A\ o 4
Spec. Ed. Bil-Bic . Bil-Bic Corres. Total Total 7f3. 7/ Basic Need

School Spec. Ed. Basic ADM Bil-Bic Basic Corres. Corres. Basic Total Inst. Basic Supp +
District 1.U. Need Non-add 1.U. Need ADM 1.U. Need ADM Units Need Eq. Aid Eq. aid
Anchorage 203 7,833,770 A88 22 8A8.980 -0- -0- -0- 32.6A3 2,305 88,9A9,950 5,50A,<A0 O9A,A5A,890
Bristol Bay 2 119,630 -0- -0- -0- -0- -0- -0- 203 26 1,555,190 165,012 1,720,202
Cordova A 177,516 -0- -0- -0- -0- -0- -0- A36 A5 1,997,055 137,188 2 ,13A,2A3
Craig 3 125,031 -0- -0- -0- 15 3 125,031 156 22 916,89A 177,596 1,09A,A90
Dillingham A 239,260 5 1 59,815 -0- -0- -0- 378 A2 2,512,230 537,1A0 3,0A9,370
Fairbanks 51 2,20A,271 C6 A 172,88A 100 8 3A5.768 8,562 638 27.57A,998 -0- 27 ,5AZ,.998
Galena 1 59.315 7 1 59,815 -0- -0- -0- 137 22 1,315,930 206,108 1,522~D38
Haines 5 221,895 -0- -0- -0- -0- -0- -0- 397 A5 1,997,055 -0- 1,9971,055
Hoonah 3 129,663 -0- -0- -0- -0- -0- -0- 20 ; 2A 1,037,30A 217,832 1,255,136
Hydaburg 1 Al,677 8 1 Al1.677 -0- -0- -0- 82 1A 583,A78 8A.367 667_,8A5
Juneau 29 1,119,110 27 3 115,770 A0 A 15A.360 3,971 316 12,19A ,AA0 252,390 12,AA6,830
Kake 3 125,031 -0- -0- -0- -0- -0- -0- 190 -23 958,571 185,720 1,1AA ,291
Kenai 3A 1,A17,018 167 9 375,093 120 9 375,093 6,175 508 21,171,916 -0- 21,171,916
Ketchikan 18 69A.620 9 1 38,590 75 6 231,5A0 2,32A 185 7,139,150 -0- 7,139,150
King Cove 1 57,885 -0- -0- -0- -0- -0- -0- 120 15 868,275 130,851 999,126
Klawock 2 83.35A -0- -0- -0- -0- -0- -0- 97 12 500, 12A 10A,128 60A,252
Kodiak 21 9A0.0AA 35 3 13A.292 30 3 13A,292 2,111 203 9,087,092 982,70A 10,069,796
Mat-Su 26 1.0A3_.A8A 8 1 A0.13A 250 16 6A2.1AA A ,A57 358 1A,367,972 322,A83 *1A ,690,A55
Nenana 3 138,92A 2 1 A6.308 -0- -0- -0- 205 28 1,296,62A 203,A9A 1,500,118
Nome 9 538,335 A8 A 239,260 -0- -0- -0- 709 71 A ,2A6.865 882,10A 5,1287969
North Slope 12 717,780 518 23 1,375,7A5 9 3 179,AA5 1,140 165 9.869.A75 -0- 9,869*675
Pel ican -0- -0- -0- -0- -0- -n- -0- -0- 37 7 302,5A7 31.67A 33A.221
Petersburg 6 2A0.80A -0- -0- -0- -0- -0- -0- 572 A9 1,966,566 166,9A5 2,133,511
Sand Point 1 57,885 -0- -0- -0- -0- -0- -0- 125 16 926,160 163,592 1,089,752
Sitka 12 A81,608 18 2 80,268 -0- -0- -0- 1,714 135 5.A18.090 -0- 5,A18.090
Skagway 2 83, J5A -0- -0- -0- -0- -0- -0- 175 19 791,863 136,833 928,696
St. Mary % 3 179.AA5 6 1 59,815 -0- -0- -0- 93 17 1,016,855 1AA,767 1,161,622
Unalaska 3 173,655 -0- -0- -0- -0- -0- -0- 220 25 1,AA7,125 -0- 1,447,125
Valdez 15 665,685 -0- -0- -0- -0- -0- -0- 1,12A 107 A.7A8.553 -0- A,7A8,553
Wrangell A 160,536 -0- -0- -0- -0- -0- -0- A97 A6 1,846,164 222,813 2,06U,D77
Yakutat 2 92,616 -0- -0- -0- -0- -0- -0- 1A6 21 972,A68 135,60t J_,JOJIM)_76

Totals A83 20,163,701 1,412 77 3,688, "«Ab6 639 52 2,187,673 69.A03 5,509 229,576,979 11.096,289 2A0,6737268
Correspondence -0- -0- -0- -0- -0- -0- -0- -0- 725 AA 1,697,960



Inst. Elem. Sec. Comb. Comb. Dist. Voc Ed Voc Ed Spec . Ed

Unit Elem. lem. Basic Sec. Sec. Basic Dist. Dist. Basic ADM Voc Ed Basic ADM Spec. Ec
REAA Value ADM 1.U. Need ADM 1.U. Need ADM 1.U. Need Non-add 1.U. Need Non-add 1.U.
Adak 54,026 397 24 1,296,624 175 19 1,026,494 -0- -0- -0- 32 3 162,078 27 4
Alaska Cateway 46,308 225 22 1,018,776 189 26 1,204,008 27 5 231,540 40 5 231,540 45 5
Aleutian Chain 57,885 21 3 173,655 15 4 231,540 83 21 1,215,585 7 1 57,885 11 2
Annette Island 40,134 172 12 481,608 164 18 722,412 -0- -0- -0- 28 3 120,402 22 3
Bering Strait 59,815 93 11 657,965 281 46 2,751,490 59 10 598,150 86 13 777,595 37 5
Chathan 41,677 107 15 - 625,155 66 10 416,770 12 4 166,703 0 1 41,677 9 2
Chugach 46,308 26 3 138,924 10 4 185,232 23 5 231,540 -0- -0- -0- -0- -0-
Copper River 44,379 298 26 1,153,854 250 30 1,331,370 12 6 266,274 * 35 3 133,137 40 5
Delta Greely 46,308 511 32 1,481,856 327 30 1,389,240 -0- -0- -0- 42 4 185,232 110 11
Iditarod 59,815 109 13 777,595 90 18 1,076,670 96 19 1,136,485 20 3 179,445 9 2
Kuspuk 59,815 150 18 1,076,670 112 26 1,555,190 83 15 897,225 45 6 358,890 11 2
Lake S Peninsula 59,815 166 31 1,854,265 96 24 1,435,560 68 16 957,040 30 3 179,445 20 3
Lower Kuskokwim 59,815 702 53 3,170,195 1,193 157 9,390,955 16 4 239,260 264 32 1,914,080 179 18
Lower Yukon 59,815 552 49 2,930,935 630 77 4,605,755 -0- -0- -0- 205 11 657,965 80 9
Northwest Arctic 59,815 744 62 3,708,530 790 95 5,682,425 -0- -0- -0- 207 19 1.136,485 78 8
Pribilof 57,885 122 11 636,735 50 6 347,310 -0- -0- -0- 12 2 115,770 20 3
Railbelt 46,308 142 15 694,620 157 24 1,111,392 31 5 231,540 24 4 185,232 17 3
Southeast |Is. 41,677 203 29 1,208,633 59 18 750,186 105 25 1,041,925 12 2 83,354 24 3
Southwest Reg. 59,815 215 29 1,734,635 194 32 1,914,080 46 12 717,780 45 6 358,890 36 5
Yukon Plats 59,815 86 9 538,335 72 14 837,410 115 26 1,555,190 55 4 239,260 25 4
Yukon Koyukuk 59,815 254 30 1.794,450 181 32 1,914.080 77 15 897,225 47 7 418,705 40 - 5

5,295 497 27,154,015 5,101 710 39,879,569 853 188 10,383,467 1,245 132 7,537,067 840 102



REAA

Adak

Alaska Gateway
Aleutian Chain
Annette Island
Bering Strait
Chatham
Chugach

Copper River
Delta Greely
Iditarod
Kuspuk

Lake & Peninsula

Lower Kuskokwim
Lower Yukon

Northwest Arctic

Pribilof
Railbelt
Southeast Isl.
Southwest Reg.
Yukon Flats
Yukon Koyukuk

Snec Ed
Basic
Need

216,104
231,540
115,770
120,402
299,075

83,354
-0-
221,895
509,388
119,630
119,630
179,445

1,076,670
538,335
478,520
173,655
138,924
125,031
299,075
239,260
299,075

5,584,778

Bil-Bic
ADM
Non-add

-0-
24
8
-0-
119
-0-
-0-
4
-0-
16
40
25
951
245
210
2
-0-
-0-
260
44
38

1,986

Bil-Bic
I.U.

-0-
3
1

-0-
7

-0-

-0-
1

-0-
2
3
3

41

12

10

-0-

-0-
13

104

AM

Bil-Bic
Basic
Need

-0-
138,924
57,885
-0-
418,705
-0-

-0-
44,379
-0-
119,630
179,445
179,445
2,452,715
717,780
598,150
57,885
-0-

-0-
777,595
239,260
179,445

6,160,943

corres

ADM

-0-
33
-0-
-0-
24
8
-0-
50
55
22
13
8
-0-
-0-
5
-0-
5
65
-0-
20
69

377

Corres
1.U.

-0-

4

-0-

-0-
3
3

-0-

5
5

3
3
3
-0-
-0-
3
-0-
3
6
-0-
3

50

corres

Basic
Need

-0-
185,232
-0-
-0-
179,445
125,031
-0-
221,895
231,540
179,445
179,445
179,445
-0-
-0-
179,445
-0-
138,924
250,062
-0-
179,445
358,890

2,588,244

Total
ADM

572
474
119
336
457
193
59
610
893
317
358
338
1,911
1,182
1,539
172
335
432
455
293
581

11,626

Total
Dist.

50
70
32
36
95
35
12
76
82
60
73
83
305
158
197
23
54
83
97
64
98

1,783

Total
Basic
Need

2,701,300
3,241,560
1,852,320
1,444,824
5,682,425
1,458,695

555,696
3,372,804
3,797,256
3,588,900
4,366,495
4,964,645

18,243,575

9,450,770
11,783,555
1,331,355
2,500,632
3,459,191
5,802,055
3,828,160
5,861,870

Equal
983.14

787,298
552,131
163,693
370,132
670,501
202,802

62,528
688,542

1,300,443
473,923
545,544
531,830

2,735,341

1,729,589

2,214,179
235,974
389,323
466,126
684,216
452,588
871,652

Basic
Need
+ Eq.

3,488,598
3,793,691
2,016,013
1,814,956
6,352,926
1,661,497
618,224
4,061,346
4,797,699
4,062,823
4,912,039
5,496,475
20,973,916
11,180,359

13,997,734

1,567,309
2,889,955
3,925,317
6,486,271
4,280,748
6,733,522

PL 874

685,719
252,093
155,600
498,599
68a,035
285,953
22,743
246,066
500,714
345,691
374,929
497,000
1,755,119
1,528,624
1,588,922
248,789
107,048
305,763
806,290
323,907
777,253

99,288,083 15,828,335 115,116,418 11,954,875

Basic
Need

+ Equal
- PL 874

2,802,879
3,541,598
1,860,413
1,316,357
5,704,891
1,375,544
595,481
3,815,280
4,296,985
3,717,132
4,537,110
4,999,475
19,223,797
9,651,735
12,408,812
1,318,520
2,782,907
3,619,554
5,679,981
3,956,841
5,956,269

103,161,561
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CS FOR
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to education for exceptional children
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.17.041 isamended by adding subsections to read:

(h) Special education instructional units in districtswith ADM
of under 3,000 are calculated by dividing the ADM of the district"s
special education prjgram by 15.

(i) Special education instructional units in districts with ADM
of 3,000 or ove are calculated by dividing the ADM of the district"s
special education program by 16.

* Suction 2. AS 14.17.031(a)(3) is amended to read:

(©)) the number of instructional units from special education
determined from Section 41 (h) or (1) [(f)! of this chapter as approved
by the department; and

* Section 3. AS 14.17.041(F) 1s repealed.

* Section 4. Notwithstanding Section 1 of this Act, the numbc of
instructional units to which a school district 1s entitled for special
education shall not be less than it otherwise would have been entitled
to under AS 14.17.041(f).

* Section 5. This Act is effective July 1, 19B1.
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BUOCtim AUDIJ COMMIIM JUNEAU, ALASKA 99811

February 8, 1980

Members of the
Legislative Budget and Audit Committee:

Tn accordance with the provisions of Title 24 of the Alaska
Statutes, the attached report is submitted for your review:

A FOLLOW-UP REVIEW OF THE
DEPARTMENT OF EDUCATION
PUBLIC SCHOOL FOUNDATION PROGRAM

Fiscal Years 1978 and 1979

Gerald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit



PURPOSE OF THE REVIEW

In accordance with the provisions of Title 24 of the Alaska
Statutes, a follow-up review of the Department of Education,
Public School Foundation Program payments to the Anchorage
and City and Borough of Juneau School Districts for Fiscal
Year 1979, and to the Fairbanks North Star Borough School
District for Fiscal Years 1978 and 1979 was conducted to

determine:

1. If school district claims for Foundation Program
aid are properly supported and prepared; and

2. If the Department of Education and local school
districts are complying with applicable State
statutes and regulations governing the activities

of the Foundation Program.
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ORGANIZATION AND FUNCTION

The Public School Foundation Program was established by AS 14.17
to provide a uniform system of public school aid throughout the
State. Appropriations to the Program may be used only in aid of
school districts or for centralized correspondence study programs.

Currently, the Foundation Program provides aid for regular
elementary and secondary education, special education, vocational
education, bilingual education, school district and centralized
correspondence study programs.

The amount of State aid to be provided is determined by formulas
using such variables as the average daily student membership 1in

the district, the full and true value of taxable real and

personal property, the location of the district, and the district’s

ability to provide the required local effort. During Fiscal Year
1979, $150,435,919 v;as distributed to school districts and to
centralized correspondence. Disbursements to individual school

districts range’ from $19v,205 (Pelican), to $59,116,495
(Anchorage).
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DEFINITIONS

The following are definitions of terms and abbreviations used
in the Findings and Recommendations section of this report:

1.

ADM (Average Daily Membership). The aggregate days
of membership of pupils divided by the actual number
of days in session for the schoool term (AS 14.17.250(1)).

ADM-FTE (Average Daily Membership - Full-Time Equivalent).
The quotient of the aggregate periods of pupil membership
per day in specified classes, divided by the number of
class periods in the school day (AS 14.17.250(17)).

Level of Service. The percentage of a student®s
educational program devoted to special education service:
Level 1, 0-257.; Level 11, 26-507.; Level 111, 51-757.; and
Level 1V, 76-1007.. Full-time equivalencies are
determined by levels of services offered exceptional
children.

Instructional unit. The aggregate of all direct and
indirect services necessary to provide a standard level
of instruction for a group of pupils (AS 14.17.250(18)).

First quarter revised report. Each district shall make

a report at the end of tne first nine weeks of school,
which contains a new estimate of its average daily
membership for the fiscal year and other information

which will aid the commissioner in making a more accur
determination of each district®"s State aid (AS 14.17.1*.try .

Final report. Before June 16 each district shall transmit
to the commissioner a final computation of the district"s
State aid. The commissioner shall process each district"s
computation...however, 1in no event may the entitlement

of a school district to State aid be less than that
computed under the first quarter revised repeit

(AS 14.17.180).
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FINDINGS AND RECOMMENDATIONS

Recommendation No. |1

The Department of Education should correct the 78/79 Foundation
Program payments to the Anchorage School PistrictT"”

The Anchorage School District was paid $59,116,495 in Foundation
Program payments for the 78/79 school year based on 2080 reported
instructional units in the following programs:

Elementary 849
Secondary 964
Special Education 151
Bilingual/Bicultural 16
Vocational Education 100

2080

The payment floor was established on first quarter reported
ADM-FTE with the exception of special euucation which was
established on a 2/28/79 reporting date extension granted by the
Department of Education.

Our review of all pro6 *»s revealed material errors in the

elementary, special educ«.-ion and bilingual/bicultural areas as
detailed below.

Elementary

In our review of ?735.16 ADM (1=7.) reported for elementary education
we Tfound an overstatement of 5.56 ADI! in the "ail other district”
category resulting in an overpayment of one instructional unit. The
overstatement in ADM was the result of errors in the recording of
enrollment, withdrawal and transfer dates.

Special Education

The Department of Education acted without specific authority in
granting the Anchorage School District an extended reporting period
for special education. AS 14.17 sets forth Foundation Program
reporting procedures which require districts to report first u”™arter
average daily membership and end-of-the-year average daily
membership. Payments are established on the first quarter floor
and are increased if the final reported ADM is greater than the
first quarter floor. There 1is no statutory provision which
authorized the Department of Education to alter these reporting
periods. The 1improper authorization resulted 1in an increase of 12
instructional units from the 139 reported for first quarter to 151
for the period ending 2/28/79.
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In a review of 85.12 ADM-FTE (5.257.) at seven randomly selected
attendance centers we found an additional overstatement of

7.08 ADM-FTE (one instructional unit) for first quarter and
8.22 ADM-FTE (one instructional unit) for the period ending
2/28/79. The types of errors encountered and their effect on
reported ADM-FTE are shown below:

1st Qtr. 2/28/79
Type of error: ADM-FTE ADM-FTE
1. Wrong level of service assigned. 3.07 4.89
2. Student not properly certified. 3.06 3.21
3. Wrong placement and/or exit date. .95 .12
7.08 81%%

Billngual/Blcultural Education

The Anchorage School District was ove:-ptid 2 instructional units
for bilingual/bicultural education as a result of the following
problem. The Department of Education established the floor for
bilingual/bicultural education for the District based on an
estimate of 16 instructional units and did not adjust the floor
when the District reported the actual allowable instructional
unit3 at 14.

As a result of the overstatements in the categories above, the
Department of Education overpaid the Anchorage School District
$454,742 which represents 16 urits at approximately $28,421
per unit. The Department of Education should recover this

overpayment.

Recommendation No. 2

The Department of Education should correct the 78/79 Foundation
Program payments to the City and Borough of Juneau School District

The City and Borough of Juneau School District (District), was
paid $8,357,069 1in Foundation Program payments for the 78/79
school year based on 292 reported instructional un .ts in the
following areas:

Elementary 112
Secondary 124
Special Education 33
Bllingual/Ricultural [
Vocational Education 20
Correspondence

292
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The payment floor was established on first quarter reported
ADM-FTE with the exception of special education which was
established on a 3-1-79 reporting date extension granted by
the Department of Education.

Our review disclosed material errors in the special education
and billingual/bicultural areas:

Special Education

The Department of Education acted without authority in granting
the District an extended reporting period for special education.
AS 14.17 provides Foundation Program reporting procedures which
require districts to report first quarter ADM-FTE and full-year
ADM-FTE. Payments are established based on the first quarter
floor and are increased if the full-year ADM-FTE is greater than
the first quarter floor. There 1is no statutory authority for
the Department of Education to alter these Foundation payment
determination dates.

As a result of this improper determination, the District
received payment for an additional seven instructional units
to which they would otherwise not have been entitled.

We audited the detailed special education records for 73 students
representing approximately 137. of the Districts special education
ADM-FTE. The detailed records showed first quarter reported
ADM-FTE for these students was overstated by 15.53 ADM-FTE, and
the full-year by 16.65 ADM-FTE. The overstatements were caused
by either incorrect program entry/exit dates or incorrect levels
of service assignee*. This results in n two instructional unit
reduction for the first quarter as well as the full-year. ADM-
FTE at 3-1-/9 was also audited and found to be overstated by
24.90 ADM-FTE which results in a three unit reduction.

Bilingual/Bicultural

The District reported one instructional unit for bilingual/
bicuitural services and our testing showed it was justified.
However, since program services did not begin until after the
first quarter had ended, the unit can not he included in the
Districts first quarter floor.

The foPowing is the District"s adjusted instructional units:
First Quarter

Instructional Units Reported (with special
education ADM-FTE as of 11-3-78) 235
Less: BPingual/Bieultural Services Not Provided
First Quarter
Spec-*al Education Overstatement atll-3-78 2

Adjusted Instructional Units - First Quarter 282
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Full-Year

Instructional U”its reported 284
Less: Special ducation Overstatement for

full >7ar 2
Adjusted Instructional Units - Full Year 282

Audit adjusted District entitlement of 282 is ten less than
the 292 for which they were paid. The Department of Education
should recover ten units at $28,620 per unit, or $286,200.

Recommendation No. 3

The Department of Education should correct the 1977-1978 and 1978-1979
Foundation Program payments to the Fairbanks North Star Borough
School District.

The Fairbanks North Star Borough School District was paid
$16,707,460 in Foundation Program payments for the 1977-1978 school
year and $18,640,447 for the 1978-1979 school year based on the
following reported instructional units:

Program FY 1978 FY 1979
Elementary 239 242
Secondary 234 238
Vocational Education 33 35
Special Education 55 60
Bilingual/Bicultural - 4
Correspondence 10 11
59Q
ssaaca cx&eal

Our review of all programs revealed material errors in the
special education and bilingual/bicultural areas as detailed
uelow.

Special Education

Our review which ncluded 52.27. of the 1977-1978 special education
ADM-FTE and 50.177. of the 1978-1979 ADM-FTE reported by the
District resulted in our questioning 187.39 of the 1977-1978 school
year special education ADM-FTE and 122.07 of the 1978-1979 school
year spro“al education ADM-FTE.

The questioned ADM-FTE were a result of the School Di3trict3
noncompliance with Alaska Statutes and Department of Education
guidelines governing the establishment, maintenance and reporting
of special education ADM-FTE:
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1977/78 1978779

Exception ADM-FTE ADM-FTE
1. Instructor not certified to teach
special education. 78.64 55.22

2. Student special education records
destroyed. 7.00 8.75

3. Records missing (including records
sent out of district). 47.80 4.36

4. Student not enrolled in special
education during the year
(including students whose
placement had not been properly
approved). 23.17 12.64

5. Miscellaneous (including wrong
entry date; wrong exit date;
wrong level of service). 30.78 41.10

Total Questioned ADM 187.39 122.07

Teacher Certification. During the school years 1977-1978 and
1978-1979 a total of five (5) instructors(each year)teaching
special education students were neither certified special
education nor were they given special dispensation by the
Department of Education to teach special education as required

by State law and by the Jepartment®s guidelines.

Destroyed Records. Our review disclosed that a number of records
for students participating in the gifted program at West Valley
High School during the 1977-1978 and 19/8-1979 school years had
been destroyed. We were therefore unable to confirm student
participation in the program. The ADM-FTE involved was as
follows:

School Year ADM-FTE

1977-1978 7.00

1978-1979 8.75
Total *5.15

The requirements for record maintenance are set forth in
Department of Education guidelines (1975 guidelines, page 7;
1978 guidelines, page 2.21) and Department of Education Memo
No. 78-52 dated 4/28/78 and addressed to all school district
superintendents and business managers.
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Missing Records. Luring our review, we were unable to locate
student special education records comprising 47.8 ADM-FTE for the
1977-1978 school year and 4.36 ADM-FTE for the 1978-1979 school
year. During the school year 1977-1978 at least 9.64 of the

47.8 ADM-FTE questioned®"was attributable to a practice,
subsequently corrected, of sending all records for students
transferring out of the district to the school of destination
without retaining copies of the records within the Fairbanks school
district.

In addition the lack of a central filing system for special
education records has created serious problems of record
maintenance.

Students Not Enrolled in Special Education. ADM-FTE was claimed
for school years 1977-1978 and 1978-1979 for students who were
1) not in the program, or 2) lacking proper approval for
placement in accordance with Department of Education guidelines.

School year ADM-FTE

1977-1978 23.17

1978-1979 12.64
Total 35.81

Wrong Entry Date; Wrong Exit Date; Wrong Level of Service. 1in
addition to the above we questioned 30.78 ADM-FTE for the 1977-
1973 school year and 41.10 ADM-FTE for the 1978-1979 school

year because the specific ADM-FTE questioned contained 1) a

wrong entry date into the program or 2) a wrong exit date from

the program or 3) the wrong level of service or 4) any combination
of the above.

Bllingual/Bicultural

In computing allowable bilingual/bicultural instructional units
for school year 1978-1979 the Fairbanks North Star Borough School
District employed body count rather thar ADM-FTE. The effect of
body count is an overstatement of instructional units since each
student in the program is counted as having participated for 1007.
of the school year. Using the ADM-FTE method credit 1is given for
only that period of time the student spends 1in the bilingual/
bicultural program during the school year.

The use of body count resulted in the payment of Foundation

funds for four instructional units rather than the three which
can be supported through the proper computation of ADM-FT"i.
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As a result of the overstatements in the categories above, the
Department of Education overpaid the Fairbanks North Star
Borough School District $876,547.74 for school years 1977-1978
and 1978-1979 as shown below:

Instructional Approximate Dollar
Unit Value of Value of

Program Overstatement Unit Overpayment
1977-1973 School Year

Special Education 17 $29,260.00 $497,420.00
1978-1979 School “car

Special Education 1 $31,593.98  $347,533.76

Bilingual/Bicultural 1 $31,593.98 $ 31,593.98

Total $876,547.74

Recommendation No. 4

The State Department of Education should require the Fairbanks
North Star Borough School District to maintain a centralized filing

system for all special education student files.

Under present procedures each school within the District 1is
responsible for the maintenance of its own special education files.

he lack of a centralized record system has led to the problems
referred to in Recommendation No. 3, i.e. missing files,
destruction of records, records being sent out of district, etc.

Conversations with a number of the special education coordinators
have led us to the conclusion that the individual instructors
need only a minimal amount of information from the student
special education file during the school year. This information
could be readily duplicated with the original student file being
maintained by the office of the District special education
coordinator.

Recommendation No. 5

The Department of Education shoul 1 establish and implement
control procedures to ensure effective compliance bv the school
districts with State Statutes and the Department®s Special
Education (luidelfnos.

As a result of prior audits of the Foundation program, the
Division of Legislative. Audit recommended that the Department
of Education closely monitor all special education activity.
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Our current review indicates that while DOE has continued to
monitor District special education records, the procedures 1in
use can be improved:

1.

In tho: e

Alaska statutes or its own guidelines governing special education,

The monitor teams have not included in their reviews
procedures to verify teacher certification to teach
special education.

There is no evidence that follow-up procedures have
been initiated to determine that the recommendations
of our prior reviews had been implemented.

Too much reliance has been placed upon * computer
listing of special education students < -und the
listing to be 1inaccurate 1in entry date ngs,
level of service assigned and FTE comnc

Where significant discrepancies have been observed

in the student records, there has been no follow-up
action implemented to correct the situation (i.e.,

in its March 1978 monitor of the District"s special
education records, the Department cites a 64.0 percent
enrollment discrepancy between records maintained by
the District"s special education oi ”“ce and those of
West Valley High School without any reference as to
cause or specific action recommended to rectify the
situation). Our own review of the total West Valley
special education files for the schoci years 1977-
1978 and 1978-1979 indicates record -aintenance at the
school was poor, including the destruction o* a

number of records.

instances where the Department finds violations of the

procedures should be initiated to rectify the situation and to
recover any funds previously allotted.

Rocotnme uiation No. 6

The Department of Education should require all school districts
to retain docume®,. .ation demonstrating the amount of time students
are recclying special education 3erviccsT~

The Department of Education 1in its Special Education Handbook

requires

eacu local school district to maintain descriptive

information about the quantity and quality of special education

programs
retained

(1EP) which (1) delineates special

The Handbook sets out documentation which must be
including each student®s Individual Education Program
education and related services

to be provided, and (2) shows the extent to which the child will
be able to participate in the regular education program.
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However, the Department has not required the districts to
maintain documentation which demonstrates that special education
students are receiving the full schedule of services designated
on their IEPs.

The documentation necessary for this type of verification would
be primarily grade/attendance books maintained by instructors,
and secondarily, 1instructors or therapists weekly schedules of
students being served. Grade books usually exist only for
students in self-contained classrooms 1i.e. students whose
educational program is provided 1007, through special education
services. Time schedules lor students whose program is provided
only partially through special education services are usually
destroyed when the schedules are revised or at the end of the
school term.

Foundation Program aid to school districts for providing special
education services 1is determined by a formula using ADM-FTE

which is determined by average enrollment periods and levels

of service. Levels of service reflect the total amount of time
the students are receiving special education services. Therefore,
documentation should be maintained which shows the actual amount
of time students are receiving such services.
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PRIOR AUDIT RECOMMENDATIONS

Disposition of recommendations presented to the Commissioner of
the Department of Education, in two previous audit reports dated
January 10, 1978 and June 9, 1978 for the audit period July 1,
1976 - June 30, 1977 Four of the seven recommendations have
been implemented. Disposition of the remaining recommendations
follows:

Reporc Dated January 10, 1978
Prior Audit Recommendation No. 4

The Department of Education should prepare and require school
districts to implement detailed standard recordkeeping and
pupil enrollment accounting procedures.

Recordkeeping, support documentation, ADM and ADM-FTE computation
procedures differed among districts and in some districts,
documents supporting Foundation claims were not retained after
the close of the fiscal year. As a result, ADM reported by those
school districts could not be adequately verified.

Legislative Audit®"s Current Position

The Department of Education has developed a "Pupil Activity
Accounting Manual for Public School Districts”™ and "A Handbook

of Student Accounting for the State of Alaska™ which address

many of the problems noted in the prior audit. However, as
discussed in Recommendation No. 6 of this report, the Department
still does not have adequate requirements for support documentation
on the amount of time students receive special education services.

Report Dated June 9, 1978

Prior Audit Recommendation No. 1

The Department of Education should recover from the St. Mary®s
School District excess Foundation aid payments made during

PY 77 and closely monitor future calculations and data.

St. Mary"s received an overpayment of three instructional units
at $34,020 for a total of $102,060 for errors in the reporting
of regular, special and vocational education.

Legislativc Audit"s Current Position

The Department of Education has worked out a three-year payback
scheduLe for the St. Mary®"s School District. The first payment

of $34,000 was collected in June 1979, the balance 1is scheduled
to be collected in June 1980 and June 1981.
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Prior Audit Recommendation No. 2

The Department of Education should correct the 76/77 special
education Foundation aid payments to the Cordova School District
and require the District to comply with special education ADM/FTE
computation and reporting procedures.

Errors in entry dates and levels of service resulted in an
overstatement of 49.77 ADM/FTE which constituted an overpayment
of 4 instructional units or $111,916.

Legislative Audit"s Current Position
The Department of Education has not corrected the 76/77 payments
because the Cordova School District has initiated a legal

challenge of the audit finding and the Department is awaiting
the outcome of that action.
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JAY S, HAMMOND
OOKRHR

DEPARTMENT OF EDUCATION

OfBCE Of THE COMMISSIONER POUCH f-ALASKA OFFfICEBUILDING

465-2800 JUNEAU9SBIL

April RECEIVED

APR 10 1980
Mr. Gerald Wilkerson
Legislative Auditor LEGISLATIVE
Division of Legislative Audit AUDIT

Pouch W
Juneau, AK 99811

Dear Mr. Wilkerson:

The staff of the Department of Education and I have reviewed the audit
report entitled "A Followup Review of the Department of Education Public
School Foundation Program, Fiscal Years 1979-79." Our response to the
report is as follows:

Recommendation No. 1

Th audit report details findings of the review of the Anchorage Sc.iool
District 78/79 Foundation Program payments in the ar«as of elementary
education, special education and bilingual education. The Department
concurs ii part with these findings and we will take steps to recover
four instructional units (1 elementary; 1 special education, and 2
bilingual education) in the amount of $113,684.

However, the Department of Education disputes the finding that it acted
without specific authority In granting the Anchjrage School District

an extended reporting period for special education. AC 14.17.220

states "it is the Intention of the legislature, in enacting this "e=ublic
school foundation program, to assure »n adcquati Ilevel of educational
opportunities for those in attendance in the public schools of the state."

It Is our opinion that the particular assessment and staffing requirements
of special education are necessary to "assure an adequate level of
educational opportunity” for such children and further, that the legislature
Intended sufficient support from the Foundation Program to provide

necessary services to children identified as needing special education.
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Therefore, we have attempted to "assure an adequate level of educational
opportunity”™ for special education students by allowing districts to

take into account the time necessary for student assessment and placement
and to establish, as its first reporting date for special education FTE,
the earliest date at which all special education students can be

expected to be receiving full educational services. For this reason,

the Department will not seek to recover from Anchorage the 12 additional
special education units generated by extending the reporting period.

However, since our authority for such extension is not clearly stated
in AS 14.17, we have ceased this practice as of the 1979-80 school year
and are attempting to secure legislation which would clearly authorize
such extension for subsequent school years. If such legislation is

not forthcoming, the Department will not, in the future, extend the
first quarter reporting date for special education.

Recommendation No. 2

The audit report details findings of the review of the Juneau School
District 78/79 Foundation Program payments 1ii. the areas of special
education and bilingual education. The Department concurs in part with
these findings ant”wo will take steps to recover three instructional
units (1 bilingual and 2 special education) 1- the amount of $85,860.

However, for the same reasons stated above in Recommendation No. 1, the
Department will not seek to recover the seven spccisl education units
generated by the extension of the reporting period for special education.

Recommendation No. 3

The audit report details findings of the review of the Fairbanks North
Star Borough School District 77/78 end 78/79 Foundation Program payments
in the areas of special education and bilingual education. The Department
concurs witli these findings and we will take steps to recover 29 units

in the amount of $876,547.

Recommendation No. 4

The audit details problems in the Fairbanks North Star Borough School
District student record keeping system and recommends tlt.it the Department
require the school district, to maintain a centralized filing system

for all special education student files.

Tho Department believes that the Internal procedures established by
the district (see attached memo, 5/31/78, from Joe Bielaki and numbered
memorandum 78-52 1rom Marshall 1l.ind) as well as the requirements for
the retention of student records found on pages 120-123 of the newly
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adopted "Pupil Accounting Manual for Public School Districts" will
overcome the problems highlighted by the audit. At this time, the
Department does not see the need to mandate a centralized filing systenm
for special education files for the Fairbanks School District but would
leave the decision as to student file placement to the discretion of
the District. However, the I irtment will follow-up to assure that
Fairbanks School District is complying with its own internal procedures
and the requirement of the Pupil Accounting Manual as they relate to
the retention of special education student records.

Recommendation No. 5

The Department hac taken steps to strengthen its monitoring procedures
33 suggested in the audit.

Department monitoring reviews now include verification of teacher
certification. Follow-up reports, detailing areas of noncompliance
together with time lines for completion of nrrective action, are sent
to each district. A schedule for review of corrective action measures
has been established by the Office for Exceptional Children. (Examples
of follow-up reports to Anchorage and Fairbanks are attached.)

Finally, the Department has dropped the computerized listing of special
education students and has placed responsibility for record keeping and
verification tu”k on the districts. This action was taken because of
the consistent errors found in the computerized system which decreased
its usefulness 1in determining and verifying district special education
FTE count.

Recommendation No.

The Department of Education agrees with this recommendation and will
amend thu Special Education Handbook to require districts to maintain
documentation which demonstrates that special education students are
receiving the full schedule of services dcuginatcd in their IEP"s. This
amendment will be nadu as part of our current review of the Special
Education Handbook and should be in effect by fall =£ 1980.

This action will also address the final concern outlined in Trior
Audit Recommendation No. 4 (January 10, 1978) on page 10 of the present
report.

May I commend you and the members of your staff for the fine professional
manner in which tltis audit wan conducted.

Sincerely,

Commissioner
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TAXRBANK* MORTi: STAR BOROUGH SCHOOL *TSTRICT -r
*x P.0O. BOX 12S0 (

FAIRBAUXS . ALASKA 99707 1 (y**

MEMORANDUM

Hay 31, 1978

TO: Building Principals >
FROM: Joe Bielski, Director of Special Education
RE: Attendance Records

Attached you will"find a numbered memorandum from Dr. Marshall
Lind regarding attendance records. As the memo relates to
Special Education, the Special Education Staff should retain
student certification files and grade books for a period of

three years. This docs not include keeping copies of files

for students transferring to another school 1in the district.

That student®s certification file shoulu follow him/her to the
receiving school as long as the student remains 1in our district.
The Special Education Staff should make copies of student certi—
fication files for those students transferring to another district
Copies of the following data should be kept for the three year
period:

Referral Form

Parent Permission for Testing
Copies of tests

Assessment Records

I.E_.P. with appropriate signatures

lU"ﬁOOI\)l—‘

cc: Special Education Staff
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STATE OFFICE aUlILOIf.C

DIVISION OF MANAGEMENT. LAWAND FINANCE JUNEAU, ALASKA 033n

April 28, 1978

SUBJECT: Student Attendance Records

In order to provide consistency throughout the state, and make available supportive
data for pupil audits performed by the state or federal government, all districts
shall keep pupil attendance records for a minimum period of three years. Records
must be available for regular district attendance, special education, vocational
education, and correspondence study programs managed by the district. In addi—
tion, sufficient supportive materials should be kept to substantiate FIE claims such
as grade books, special education student profiles, and vocational education ap —
proved programs.

Students attendance files and supportive data not required to be kept for longer
periods of time by other agencies may be destroyed after three years. Much of

this supportive data may be kept in individual buildings, rather than the central
office, but should be available if requested.

The need for keeping records for aminimum of three years has become apparent
this past year, after Legislative Audit visited many of the districts and found
required supportive data already destroyed. It is not the Department®s intent to
increase the paper storage in the districts, but rather to protect their claims
against the Foundation Program.
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March 1Z. 1980

Bryce Stallard, Superintends.t
Fairbanks North Star Borough E.D.
P.0. Box 1250

Fairbanks, Alaska 99707

Dear Dr. Stallard:

Thank you for sharing the information froa the task force you employed
to review and evaluate the Slingerland Program at Denali Elementary
School. Your task force appears to have completed their assignment in
a commendable way.

We agree 1n principle with the task force findings relative to the
diversity of levels within the learning disabilities population, that a
learning disabilities program should be funded under state regulations

at Denali, that the program as funded under foundation support for
exceptional students at Denali should be for students certifiable as
learning disabled and not a Slingerland Program, and that "special
education teachers cannot reasonably be expected to serve as diagnos—
ticians, IEP developers, Implementors and Instructors—- ". Until more

data is available we cannot agree that there are 1n fact learning disabled
children at Denali who should be served at levels three (3) and four

(4). Further data must also be gathered through a rcaudlt before we can
concede that the learning disabled children at Denali should be receiving
more than level one (1) services. It is our position that state regulations
detailing eligibility criteria for children with specific learning
disability can be followed In a clear and concise manner. However, the
Department of Education 1s In the process of revising the Special Education
Handbook, (1978) and will review the eligibility criteria which relate:

to student placement for the child with a specific learning disability.

The task force"s recorcnendatlons, when Implemented, should lead to a
resolution of the problems inherent to the Slingerland Program at Denali
Elementary School. The Fairbanks North Star Borough School District
administration should work out a mutually acceptable date with the
Office for Exceptional Children for their return to do a complete audit
of the files at Denali Elementary School of those students that the
district deems learning disabled. This date should be no later than Hsy
15, 1980.
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The district practice of busing children across district school boundaries
for Instruction In the Slingerland Program at Denali produced another
concern. It 1s the Department of Education®s position, as stated 1n
regulation, that a child be placed In a program at a school as close as
possible to the child"s hoce. The practice cited above 1s obviously
contrary to that position. Therefore, the necessity for transportation

of a child from the school nearest the child®"s home to the program for

the learning disabled at Denali Elementary School will need to be carefully
documented.

Implementation by the Fairbanks Morth Star Borough School District of
the reconxnendatlons of your task force, a complete audit by the Office
for Exceptional Children of the files of children at Denali Elementary
School who are reported by the district for special education foundation
support, and careful attention to the previous paragraph on transportation
should lead to resolution of the problcn the Department has had with the
Slingerland Program at Denali. Based on the result of the audit, funds
may be continued for those students who clearly meet state regulations
for placement of a child In a program for the learning disabled. State
and federal funds will be withheld on those studentswho cannotbe
certified by the audit as learning disabled.

Thank you for your cooperation 1n this matter. |Ifwe car be of assistance,
please do not hesitate to call or write.

Sincerely

Marshall L. Li1nd
Coanisslcner of Education

ta.L/CSW/jc
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March 12. 1980

Bryce Stallard, Superintendent
Fairbanks North Star Borough S.D.
P.0. Box 1250

Fairbanks, Alaska 99701

Dear Dr. Stallard:

A review of the results of the Special Education audit 1n your district
and correspondence relating to the audit Indicate that there are two
problem areas, the Slingerland Program and procedural problems 1n other
areas, with which we will deal separately. Therefore, the problem
relating to the SHngerlari Program at Denali Elementary School has been
addressed under separate cover. This letter will address discrepancies
found by the audit team 1n other program areas without regard to the
numbers of files found to be non-certlflable.

The problems and procedures which will result 1n their solution follow:

1. Prior notice before evaluation, reevaluation. Individual education
program (IEP) development, or IEP review was not evident 1n all
files reviewed. Special Education Handbook (1978) page 2.4.
=Provide prior notice for Individualized Education Program (IEP)
meeting or IEP annual review such as may be found on pages 30 or 34
and explanation of procedural safeguards and due process on page 24
of the Alaska Procedure Manual: Volume 1.

2. Parent permission for testing was not properly documented 1n all
files.

=The district must secure parent permission for testing such as the
sample on page 27, Alaska Procedures Manual: Volume 1. Special
Euucatlon Handbook (1970), page 2.13.

«=Tacit approval is not legal and thus Is not sufilclent for compliance.
=pPemlsslc.i to test must be Item and area specific.

3. Medical records were not complete 1n every file.

=Physical status as required under AS 14.30.191 (a) and the medical
history as required on page 6.3 of the Special Education Handbook
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(1978) nay be satisfied by placing a copy of the child"s current
ieoTcal record In the file before an audit.

<The document cited above should be clearly identifiable as being
that of the student whose file 1s monitored.

4. Evidence of vision and hearing assessment was not In place in
related files.

&Vision and/or hearing assessment is required for the partially
sighted, blind, hearing impaired and deaf. Special Education
handbook, 1973 pages 7.2, 7.3.

5. Evidence of speech/language assessment was not always present in
appropriate files.

& Speech/language assessment is required for the hearing Impaired
and the deaf. Pages 7.2, 7.3, of the Special Education Handbcjk
(1378).

6. Assessment summaries were not complete in all files reviewed.

&The assessment summary must be complete and detailed. Pages 2.8
2.10, 2.11, of the Special Education Handbook (1978).

&Test profiles must be complete to be valid.

7. The annual review process cust take Into account the evaluation
results from Implementation activities related to the goals am
objectives in the previous IEP. Development of the new IEP should
show a continuation of the previous goals and objectives 1f they
have not been met, changes if the goals and objectives are Inappropriate,
or changes based upon further assessment. Special Education Handbook, (1973)
Page 2.22.

8. Placement of children In programs for the learning disable was not
always consistent with State Regulations.

#Placement of a child In a program for the learning disabled must
be consistent with the Special Education Handbook (1978). Pages
7.4, 7.5, 7.6, 7.7.

=The criteria used by the district to determine the presence of a
severe discrepancy 1s not in corpllance.

=The written report oust be consistent with the eligibility criteria
as detailed 1n tire Special Education Handbook and must be signed by
all the CST members ana a minority report given by CST rwsfters who
dissent.
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& Assessment for E.D. must be improved. Specifically, domain-
referenced and criterion-referenced measures should be used to
document the source of a severe discrepancy between expected and
actual performance.

<lt must be shown that attendance has been considered in the case
of the Teaming disabled child.

<Each child labeled learning disabled should have objective evidence
1In his/her file that cultural difference, academic achievement and
economic background have been considered. This is required in the
Special Education Handbook on page 7.6.

Child Study Team composition and procedures were not always consistent
with State Regulations.

@All parties in the Child Study Team should sign the IEP in the
place provided such as on page 32 of the Alaska Procedures Manual:
Volume 1. Special Education Handbook (1978) Pages 1.6, 2.8, 2.22.

#Regular classroom teachers should be Involved in the IEP meetings
when students are In resource placements.

& Student written IEPs must be carefully monitored and must meet all
components required by law. In general, allowing students to write
the 1EP 1s very questionable. Students might well be Involved In
tho IEP process, but the CST is responsible for the development of
the IEP.

@A Child Study Team meeting in developing the IEP must Involve the
parent. This Is a group process and no parent should sign off
prior to the IEP meeting. Signing after the IEP meeting should not
occur, except in unusual circumstances. Such circumstances must be
documented.

Students were placed in the program for gifted/talented through the
use of screening instruments rather than individual tests, such as
the WISC or Stanr"ord-Blnet.

‘Multiple performance indicators nust be used for assessment
before placement of the gifted/talented. See the eligibility
criteria on page 7.8 of the Special Education Handbook (1973).

<The IEP must delineate special education and related services to
be received by the child. Page 2.22, 6.2, 6.3, of the Special
Elucatlon Handbook (1976).

Compliance with the above requirements and other regulations will
nullify the necessity for withholding state and/or federal funds for
other than ADM/FTE as computed for students in the Slingerland Program.
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Your progress will need to be monitored by the Office for Exceptional
Children with the first monitoring to be done the week of April 28,
1980. Should your program be found to be 1n substantial non-compliance
at that time, federal funds must be withheld. A second monitoring will
follow the week of October 6, 1980. Should the district still be found
to be in substantial non-conpllance, federal and state funds must be
withheld until full compliance is assured.

Since we are concerned that handicapped and gifted/talented students be
served, we are pursing closure of the Fairbanks audit in this manner.
He feel sure that you can be in full compliance by April 28, 1980. If
we can assist you in any way, please do no hesitate to call or write.

Sincerely,

Marshall L. Lind
Coonlssloner of Education

MIL/0SW/Jc
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March 12, 1380

John Pcper, Superintendent
Anchorage Schools

4GQ0 UeCarr Read, Pouch 6-614
Anchorage, Alaska 93502

Dear Dr. Peper:

As a result of the special education compliance review conducted in
Anchorage during the week of January 23, several problems were discov—
ered which resulted in the noncertificaticn of student files. Tho
=<"oiloving is a list of the problems, with an explanation of what action
must hr taken to correct those problems.

1. Problem:

Failure to document the provision of due process rights to parents.
Correction:

All student files should have documentation showing that parents
have been given their due process rights. For those files where
this documentation 1s not present, the district should provide the
parents with a copy of their due process rights; explaining that
the district was In error by not providing this information vhen
the student entered special education. This action needs to he

documented 1n the student file.
2. Problem:
fo adaptive behavior scale for fIP. and ID students.

Correction:

ALl ‘IR | LD student flics should contain an adaptive behavior
scale.

2. Problem:

ho classroom observation for LD students.
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Correction:

All LD student files should contain a classroom observation in the
regular classroom by someone other than the regular classroom
teacher. (This observation should be conducted prior to the student
being certified as LD).

For those LD student files which do not have a classroom observa—
tion, the district should:

a. For students certified for special education, after December
1977 (when this requirement came into effect) an observation
should be conducted in the regular classroom setting (in the
special education class If the student is full-time special
education).

b. For students certified prior to December 1977, an observation
should be secured at the time of reevaluation.

Problem:

Lack of prior notice to parents, before the IEP is reviewed or th*
student is reevaluated or the special education students program is
modified.

Correction:

In those files where a major program change has been made without
prior notice to parents, the district should contact the parents
discribing tho change in program and explaining that the district
was 1n error by not notifying the parents nricr to the change.
Tiiis needs to be recorded in the student file.

Problem:
Poor assessment for Hard of Hearing students.
Correction:

Each special education student file which is certified as hard (f
hearing cost contain:

speech evaluation (including voice, articulation and fluency)
language evaluation

hearing evaluation

oral peripheral examination

specialized tests related to learning.

© o0 oW
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G. Problem:
Inadequate I1EP“s.
Correction:

All special education student files must contain 1EP"s which meet
the criteria described in the 1973 Special Education Handbook.

7. Problem:

Students not placed 1n the least restrictive environment.

Correction:

Every special education file should reflect that the student 1s
placed In the least restrictive environment.

These problems must be corrected in order for your special education
proyrra to be in compliance. The Office of Exceptional Children will be
conducting a follow-up review of your program during the week of Hay 5th
to determine 1f these problems have been resolved. Failure to correct

these oroblens can result in a reduction of federal funds and state
funds.

Sincerely,

/f -

f

Marshall L. Lind
Commissioner of Education

HLL:TC:yjs
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ANCHORAGE
9 CHOa OSTRICT

4600 DeBarr Avenue « Anchorage, Alaska

April 29, 1980

HAY 6 1980
Gerald L. Wilkerson, CPA LEG|SLAT|VE
Legislative Auditor AUDIT

Division of Legislative Audit
Pouch W - Alaska Office Building
Juneau, Alaska 99811

Dear Mr. Wilkerson:

As you requested in your April 15, 1980 letter, we have reviewed the
audit report entitled "A Follow-up Review of the Department of Education -
Public School Foundation Program, Fiscal Years 1978 and 1979." We have
also reviewed the April 9, 1980 response of the Commissioner of Educa-
tion to this report and your April 11, 1980 letter to the members of the
Legislative Budget and Audit Committee which you were kind enough to
enclose.

The results of our review are identical to those contained in Dr. Lind's
letter. We concur that the Anchorage School District should repay the
value of four (9) instructional units. We also agree with Dr. Lind that
the educational opportunities for many of our exceptional children would
have been foreclosed without the funds generated by use of a "floor"
established later In the year than the end of the first quarter.

Your letter of April 11, 1900 to the members of the Legislative Budget
and Audit Committee cites AS 19.17.170 as your authority for reaffirming
your "original findings and recommendations No. 1 and 2," ;o0 wit:

AS 19.17.170 specifically states that "...each district shall make a
report at the end of the first nine weeks of school” and that this
report "...shall be the basis for the computation and distribution
of each district's state aid for the balance of the fiscal year."

AS 19.17.170 actually reads:

Sec. 19.17.170. Payment Under Adjusted Computations. Each
district shall make a report at the end of the first nine weeks
of school, which contains r new estimate of its average daily
membership for the fiscal year and other information which will
aid the commissioner in making a more accurate determination
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of each district's state aid. This new estimate and information

of average daily membership shall be the basis for the computation
and distribution of each district's state aid for the balance of the
fiscal year. The ccmmissioner shall, on the basis of this new
estimate and information, make a recomputation of each district's
state aid. Before December 2 the commissioner shall notify each
district of changes made in its state aid. The commissioner shall
also deterir;ne whether the money in the public school foundation
account 'S sufficient to meet each district's state aid for the fiscal
year, and if the money is not sufficient, .ne shall immediately in-
form the governor of the amount of additional appropriation he
estimates will be necessary to carry out the public school founda-
tion program for tf >est of the fiscal year. Beginning February
15 and on the 15th , each subsequent month, one-fifth of the
recomputed balance of each district's state aid shall be distributed.
However, one-half of the June payment shall be withheld pending
a final determination of the district's state aid. (Emphasis added)

Please note that the emphasized portion of the statute, omitted from your
quotation, speaks to "...a new estimate of its average daily membership

for the fiscal year...." (Emphasis added) Nowhere does it speak to a

report containing cumulative year-to-dat® average dally membership as of
a specific point in time. If the complete statute is indeed clear and un-
ambiguous, It does not appear to support your conclusion.

It is our position that this statute is far from clear and unambiguous,

and thus requires interpretation by the office empowered by statute to im-
plement and interpret; i.e., the office of the Commissioner of Education.
Clearly, the selective quotation of portions of a statute to support a position
does not facilitate equity or justice for our students.

In summary, it is the position of the Anchorage School District that the
decision of the Commissioner is and was correct in this matter.

Sincerely,

Superintendent

jm
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CITY AND BOROUGH OF JUNEAU SCHOC' DISTRICT
P.O. BOX 808 + DOUGLAS, ALASKA 99824 *

May 2, 1980

Mr. Gerald L. Wilkerson, CPA
Legislative Auditor

State of Alaska

Division of Legislative Audit
Pouch W - Alaska Office Building
Juneau, Alaska 99811

Dear Mr. Wilkerson:

We concur with the letter of April 8th sent to you from the
Department of Education. They did in fact give us permission
to extend the count date back to the first quarter floor. The
Department approved this on November 29, 1978 under the signature
of Dr. Nathan* *1 Cole, the Deputy Commissioner. With this
assurance the District, 1in good faith, spent the money on services
to the students duri <=the 1978-79 fiscal year and does not feel
they have an obligation to refund the money for the seven (7)
instructional units identified.

a * v 1
In response to the two (2) special education units, we were
left with the impression that there was only one (1) unit of
over claimed FTE which we agreed with at that time. My
Director of Special Education believes it is difficult to
respond to this without seeing the data of Dennis Salverson-®s.
It is our belief at this time that our records support our claim
that we should lose only one (1) unit.

I would like to suggest that there be some clarification to
clear up thi3 misunderstanding.

The unit for Bilingual Education causes us a real problem as

it allows no consideration for the fact that this is a first

year program under which we had to identify th« bilingual students
which we did in the first quarter. It took time to get qualified
staff and materials to implement the program. IfT nev programs
cannot have some reasonable start-up time, then students who are
identified in the Fall will not receive services until a year from
the date identified, because a school district has no money to
institute a new program.

RECEIVED

MAY G 1980
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Mr. Gerald L. Wilkerson, CPA
May 2, 1980

It is my belief that the regulations adopted for Bilingual Education
did not foresee this problem, nor had the intent to create this
problem. We believe that the Juneau District should not lose 1its
one and only bilingual unit for last year which was used to pro—
vide services and programs for bilingual students during the

1973-79 fiscal year as intended.

Therefore, the only unit we feel we should have to repav is the
one (1) extra special education unit.

Sinesrslv. /

Superintendent of Schools

ccC: Dr. Marshall L. Lind, Commissioner of Education



FAIRBANKS NORTH STAR BOROUGH SCHOOL DISTRICT

P.O. Box 1250, Fairbanks, Alaska 99707 (907)456-7934 "fflk

DR.BRYCE STALLARD
Superintendent of Schools

GUSZADRA
Associate Superintendent

CHARLES A. LOWRY

Assistant Superintendent Hay 5, 1980

RECEIVED
Mr. Gerald L. Wilkerson, CPA MA\Y 7 ]SB)

Division of Legislative Audit
Finance Division, Pouch WF, State Capitol t&GlSLATlY,E
Juneau, Alaska 99811 ATUGTIS?

Dear Mr. Wilkerson:

The purpose of this letter is to respond to your preliminary legislative
audit which I received on April 17. Enclosed witn this letter, please find
responsive remarks made by Joe 8iel ski, Director of Pupil Personnel. My
response is as follows:

Re< jmnendation 3 - In reference to the bilingual/bicultural allocation, the
report is correct as submitted. Mr. Clune found the same error shortly
before Mr. Ford initiated his review. We should, therefore, make restitution
as recommended.

In reference to special education, there are a numoer of exceptions to
address

1. Certification - Whereas the 1973-79 audit did not address this
area, 1 reel we should have been notified at that time in ordor
to make proper adjustment.

2. Student Records Destroyed - This is an unfortunate situation.
Hopefully, the previous audit would reflect that there were stu—
dent records. I will accept whatever action you feel necessary
relative to repayment of foundation funds for this particular program.

3/4/5. Mr. Biel ski addresses these areas.

Conclusion - I would ask that the Division of Legislative Audit make a com—
prehensive review and consideration of the Fairbanks District"s audit. 1

ask for no special favors; however, |1 would hope that your conclusive action
would reflect a fair decision, and one that doe* not follow personal biases o-
district biases. Thank you.

Sincerely,

Bryce Stallard
Superintendent

90S:hv
Enclosure (as indicated)



A Report to the Legislative Budget and Audit Committee

In reference to the recent Legislative Budget and Audit
report regarding the Fairbanks North Star Borough School
District, it 1is imperative to point -ut the many inconsis—
tencies and contradictions which have affected the Fairbanks
report in a negative manner. It is our opinion that the
Fairbanks School District has been handled in a different
manner from other districts in the audit process. We offer

the following information to substantiate our claim.

The Fairbanks Special Education Staff expanded in the follow—
ing manner:
197U - 27 certified staff
1977 - 100+ certified staff
Expansion due to:
1. Program development
2. State and Federal laws
A.  The significant growth and increase 1in staff may have
caused certification oversight by the persotel office
who handles all teacher certification for the district
However, this particular problem was corrected as soon
as the district became aware of the noncertified staff
members. Presently all staff tiro certified in Special
Education.
B. In addition, four of the nentioned teachers were
trained in a particular method to teach dyslexic
children at Denali Elementary School. These teachers

presentiv have Coecial Education certification. The



Division of Legislative Audit reviewed this same
program at Denali Elementary School during 1977

and no problems were identified with teacher certi—
fication. IfT it was acceptable in the 1977 audit,

why wasn"t 1t acceptable in this particular audit
report?

All special education teachers in the Fairbanks North
Star Borough School District are properly certified

at this time, although our district is being asked

to return funds. 1In a letter dated February 22, 1980,
Dr. Marshall Lind stated in a letter to the Anchorage
School District that "it was founu that eleven teachers
do not possess an institutional endorsement 1in Special
Education, and do not have departmental approval to

teach special education. The Anchorage School District
has not had any funds taken away.

In addition, the State Department audits this year
(1979-80) showed the following:

Fairbanks 901 to 931 accuracy - lost 01*42,912.
Anchorage to% to 68% accuracy - lost 0 Q.

This appears to be a major inconsistency, or dc tho
auditors use adifferent set of ru.’es for different
distrlets?

Records were-asked for from the 19//-78 school year for
students who had left the district. The Commissioner ot
Education never gave school districts direction in ..his
matter until April 28, 1978. Any student who trtnslerred

prior to that time had his file sent the district the



student transferred to. Hence, those files were not
in our possession.

Regarding allegations that the Fairbanks Scnool
District inaccurately computed ADM/FTE, it should be
pointed out trat the State Department of Education
computed ADM/FTE for school districts during the
1977-78 and 1978-79 school year. That system was so
terrible and in such a chaotic state that it was dis—
continued as of this school year, 1979-80. Mow that
districts are computing their own ADM/FTE, the State
Department found the Fairbanks School District to be
100% accurate relative to entry dates and exit dates,
and 99% accurate concerning levels of service.

The Division of Legislative Ludget and Audit reviewed
the foundation program in three school districts in
Alaska, 1i.e., Fairbanks, Anchorage and Juneau. While
the auditors decided to audit Anchorage and Junear
for the 1978-79 school year, the decision was made to
audit the Fairbanks School District for two years,
19*T7-78 and 1978-79. This procedure resulted 1in the
Fairbanks School District being assessed for a two
year period while Anchorage and Juneau w.re assessed
for only a single year.

The auditor reviewed S0.17% of the special education
files in the Fairbanks School District for FY 1978-79.
In contrast, only 13% of the files were reviewed in

the Juneau School District and S. 25% of the files were



