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VIIl1 DEVELOPMENT OF A NEW FORMULA (1983-85)

The first two formula funding efforts were successful in the
sense that the 1962 Legislature accepted nearly all of the
recommendations of the blue ribbon committee and the 1970
Legislature accepted nearly all of the recommendations of the
second group, except for the tax equalization recommendations.

In both cases, the group was charged with developing a
formula for school funding that would be appropriate for Alaska

schools.

In 1981, the Legislature appropriated $560,000 to lhe State
Department of Education for a study of the school funding formula.
A December 1984- completion date was set.

In 1982, the State Department of Education decided to obtain
proposals from outside firms with expertise in the subject of
school finance, but only for the purposes of developing cost data
as to the cost of delivering different educational programs under
different situations. The development of a formula would then
await the delivery of this cost information. The Department of
Education could then decide how to handle the process of
developing a formula after it had this information.

The Request for Proposals said:

This Request for Proposal (RFP) is to solicit proposals
for the development of: (1) a program cost model which
can be used by policy makers to arrive at alternative
definitions of basic education need among Alaska school
districts and (2) a regional cost-of-education 1index
which can be used to adjust state aid payments for
regional variations in the cost of providing a basic
education program. A third and final component of this
RFP is the development of a school finance computer
simulation which provides policy makers with an
opportunity to examine the existing as well as
alternative state aid structures with the benefit of
the informatior provided by the two research activities

described above.

P. 10, 11.

The Palo Alto, California firm of CElI was selected by the
Departmentof Education as the consultant. Representatives of
this firm spent a good deal of time in Alaska and made various

trips throughout Alaska to observe different conditions that would
have a bearing on the cost of delivering education.

CEl developed an exceedingly complex formula which could be

used by a computer. Different assumptions and cost figures could
be inserted into the program and results could be quickly ob—
tained. The data put into the computer would depend on the num—

bers wusedand the weighting given to those numbers. The Palo Alto
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firm had various bases for numbers that they developed and for the
weighting they assigned different cost factors.

The CEl  firm either did not attempt to obtain actual cost
information for specific school sites, or very early gave up

efforts to develop this information. It is altogether possible
that it would have been impossible for an outside consultant to
obtain this information from any existing records. The situation

had changed drastically since the 1950"s and the early 60"s when
the Department of Education had detailed actual cost information
for all of the school districts in the state plus half of the
rural schools in the state. The situation had changed further
after 1977 when the State Department of Education no longer had
access to actual historic information for each of 1its rural
schools. (This cost and budget information for state rural
schools had been destroyed some years ago, and probably before the
i."o Alto firm had been selected to do the work.)

For a cost such ar heating a school building, the Palo Alto
firm vrelied on isotherms indicating average temperatures during
various months of the year in various parts of Alaska. This is
statistical and. mapped information that is available in California
or any other place in the world. The results of using isotherms
and similar data led to ridicule of the cost data generated by the
consultant. The cost of obtaining fuel oil at the Cold Bay
school, which is several hundred yards away from large bulk tanks
of Standard Oil, 1is vastly different than the cost of oil at Stony
River which is a couple hundred miles upstream from the Bering Sea
on a stretch of vary shallow river, without road or airstrip
access. Reading of 1isotherms might indicate that the cost of
heating a school building in Cold Bay would be about the same as
the cost of heating a school building at Stony River, but this
would be highly misleading, because the transportation cost would

be so greatly different.

Part of the research firm"s effort was the obtaining of

consensus among educators, including teachers and principals, on
the pupil-teacher ratios required for different grades. For
purposes of their resources cost model, they assumed that if the

standard classroom for grades 3-6 were one, then a lower pupil-
teacher ratio would be required in the lower grades K-3 and lower
pupil-teacher ratio for grades 7-12. These assumptions found
general acceptance and are now found in Ch. 75, SLA 1986.

After having obtained a model, the Department of Education
formed a 28 member committee made up of two state senators, two
state representatives from the Association of School Boards,
NEA/Alaska, Alaska Council of School Administrators, Alaska
Municipal League, the Alaska Principals®™ Association and others.
This committee met several times in the Winter and Spring of 1984-

on school finance policy issues. The intent was that a consensus
would be arrived which could be used as a basis for a funding
formula. Although the participants spent a good deal of time

discussing the role of local effort in funding schools, and the
amount of local effort that ought to be taken into consideration,



the final report, omitted any reference to local fundir: as a
source of revenues for Alaska schools. See Policy Recommendations
for Alaska School Finance, Alaska Department of Education, Juneau,

June 1984. In fact the Committee expressed contentment with state
aid as being sufficient, in 1itself, to cover the costs of
education. It said:
It was the general consensus that the State is
currently providing equal educational opportunity

through the appropriation of state dollars for support
of education, p.5

The current school finance lawsuit of the Matanuska-Susitna
Borough against the state is based on the premise that the state
is not providing equal educational opportunity through the
appropriation of state dollars.

Meanwhile the Department of Education assigned two staff

persons to work on the formula, presumably relying upon
recommendations of the advisory committee. In their first draft
they included a provision for local effort similar to that found
in the 1962-1970 school foundation program. However this

apparently drew fire from some quarter or quarters and the
inclusion of local effort as part of the formula was quickly
dropped. At this point the efforts of the staff persons were
doomed, because the staff persons were now expected to arrive at a
formula that applied to all Alaska schools, recognizing all their
educational needs, but which somehow would only result in 70-75%
of the need of some sciools being met with statedollars, while

100% of the needs of other school districts would be met 100% with

non local dollars.

The resource cost model had worked with a multitude of cost
variables. The staff persons, using a small percentage of these
cost variables, arrived at a complex formula, but a much simpler
formula than would have existed, using all or most of the consul—

tants variables.

The following is only a portion of the formula developed. It
also comprises only one of several funding sources. The following
is set forth only to illustrate the difficulty of creating a
formula that will provide 70-80% funding for some districts and

100% funding for others:

AS 14.16.040. DISTRICT UNITS. (a) The number of
district units for each school district is calculated

as follows:

District Units =(a + b+ c+d+e+m+n+ o0+ p) z
15

The full formula is set forth in Exhibit B.
Then to everyone s horror, it was found that some school

districts would get more state dollars than before and other
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school districts would receive less. This would not do. It was
obvious that school districts with no tax base, or little tax oase
would, of necessity, have to receive a higher percentage of their
need met by state dollars generated by the formula, while other
school districts would have to continue to make a Jlocal effort
similar to that which they had in the past, would have to receive

less.

For this purpose, one mechanism is as good as another. The
staff persons used a "dispersal factor" to measure the distance of
schools from one or more central points, this being a measure of
additional administrative burden. Unfortunately, this formula
generated wundesired results for some school districts which had
historically received a great deal of state money, but which did

not have dispersed schools. Dillingham is an example. All of
Dillingham schools are in one building or in adjacent buildings.
All of Kashunamiut®s pupils are in one school in Chevak.

Obviously there can be no dispersal factor that could be made to
work for this centralized type of school district.

In addition, the amount of "dispersion”™ would necessarily be
highly objective. For example, 1in the Matanuska-Susitna Borough,
would a special education supervisor visiting a special education
teacher at the Big Lake Elementary School, 25 miles to the west,
be expected to stop at one or more of the elementary schools
enroute, Finger Lake Elementary School 6 miles west, Cottonwood
Creek Elementary School 8 miles to the west, Iditarod Elementary
School 11 miles to the west and Big Lake Elementary School at 25

miles to the west.

For the purpose of consistency, it is necessary to make one
assumption or the other, and here, the assumption was made that
the supervisor or other adminstrator would always backtrack all
the way back to the central headquarters and not stop anywhere
enroute. This is an over simplified description of the way the
dispersal index worked, but it explains the general principles.

The State Board of Education had reviewed the various drafts
prepared by Department of Education staff in the Fall of 1984. and
in January of 1985, and was dissatisfied with all of the
approaches. Consequently nothing was transmitted to the Governor
or the Legislature from the Department of Education on the school
formula. The Legislature continued the per capita allocations put
in place in 1983, but with a 4..5% cost of living 1increase for

every school district.

In the Spring of 1985 the Department of Education hired a
person with many vyears of experience in out of state school
finance legislation to be director of their finance and law
section. This person and another Department of Education staff

person began work on a new formula.

In May, 1986, the first of what turned out to be nine
meetings of a "Foundation Formula Advisory Committee" (FFAC)
convened. This group was made up of representatives from the 55
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school districts in the state, with the superintendent of the
school district or the finance director usually being the person
attending for the school district. (The 1985 Legislature had
created two new school districts in the Lower Yukon and Lower

Kuskokwim area for a total of 57 districts.)

The first meetings were devoted to working out a consensus on
various elementary principles of school finance, such as, the
weighting that should be given to various grades in allocating
instructional units. Would, for example, the Palo Alto firm"s
weighting of K-3, 4-6, and 7-12 be used? The decision was thal

they would be used.

The Department of Education staff quickly generated a
considerable amount of cost information, and particularly cost
information regarding actual teacher salaries in the various
school districts the amount of each school district"s budget
accounted for by personnel costs (generally 55-80%) and the amount
accounted for by non-personnel costs (generally 20-45%)%*

In this earlier session there appeared to be a consensus that
personnel and non-personnel costs would be dealt with separately.
There was an attempt to identify actual non-personnel costs of the
various school districts in various categories such as insurance,
heating (oil or gas), electricity and supplies.

Although some information on cost of electricity per kilowatt
hour in various parts of Alaska, airplane fares, etc. were
generated, this effort was terminated very early in favor of a
non-personnel experience of the various school districts and the
percentage which these costs bore to actual personnel costs.

The August "Functional Outline for Proposed School Funding
Formula"™ —contained some of the features of the 1962-1970 School

Foundation Act. A  Dbasic need for all school was established
("foundation™) and then a local effort was subtracted from this
amount to establish the state allocation. Compared to the 1984

Department of Education formula, it was relatively simple.

Here were the main elements:

a. Personnel costs.
Program Base Weight Units
K ADM/FTE 1.3 Base x Weight
1-2 ADM . 1.15
3-6 ADM 1.0*
7-12 ADM 1.25
Total ADM* K-12 Units

* 23 pupils would generate sufficient dollars to support a
teacher, but not "non-personnel costs" such as electricity, heat,

insurance, and supplies.
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Additional units were allocated for pupils enrolled in
special programs including (1) special education resource services
(least intensive), (2) special education self contained (more
intensive), U) gifted/talented and (5) bilingual.

And then the units based upon number of teachers and other
personnel for K-12 and special programs was multiplied by a
"Training and Experience Index (T&E)"™ reflect fixed costs to the
various school districts of having more experienced and trained
teachers on the payroll. Only a partial credit of 30% was allowed
for this known cost differential. This was the first time a T&E
index had been considered in a state school formula.

b. Non-personnel costs.

A multiplier (index) for non-personnel costs was made based
upon the previous cost history of each of the 55 school di". ricts.
Anchorage has historically spent about 20% of its school dollars,
so its non-personnel cost multiplier was low. Some of the more
remote school districts have spent up to 4.5% of their budgets on
non-personnel costs, which translated into a high multiplier.

C. Deduction of local effort.

The total of (a) personnel and (b) non-personnel costs
established the basic need for the school districts.

The local effort to be subtracted from the "basic need" was
calculated similar to the 1962-70 formula.

Total Dollars

City & Borough

Less mill equivalent*
or

REAAls

Less 80% P.L. 81-874**

State funding

* Based wupon 100% full and true values of real and personal
property.

** Based upon the deduction for PL 81-874- in effect from 1980-83;
before 1980 the deduction was 100%.

When this formula was run off by a computer in September
1985> the results were immediately given to the affected school
districts. Those which would lose money objected vigorously.

At that time a decision was made to drop any reference to
local effort, as had been previously done a year earlier, and to
break any connection between an instructional unit and the cost of
delivering any particular amount of education.

But then shortly thereafter, in November, a provision for a 2
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mill property tax effort was included with a hold harmless
provision for Valdez and North Slope Borough (Valdez and North
Slope taxed themselves for education at less than 2 mills so a
deduction of a two mill amount would more than eliminate any
entitlement go state dollars). This local effort provision had a
relatively minor effect on distribution of revenues among school
districts or 1in decreasing any disparities in state aid wealthy
and poor school districts.

The Department of Education staff had the same problem in
late 1985 that the department staff had in 1984.. They could not
make the formula work where a school district had, for some reason
or other, received a considerable amount of money per pupil
previously, and now, would receive a lesser amount under the new

formula.

House Bill 604 prepared by the Department of Education staff
introduced by the Rules Committee by Request of the Governor was
considerably different than the August 1985 formula and from the

1986 formula.

A "foundation" was established from which there was a very
limited deduction for expected local effort (2 mills or its
equivalent) and a deduction of 80% of PL 874* The deduction for
local tax effort was relatively insignificant and had little
effect on how state dollars would be allocated.

The calculation of units for number of students in various
classes and various programs was similar to tne August formula.

Then adjustments were made so that the final allocations
would ~conform as nearly as possible to the allocations schools
districts had been receiving. These introduced novel and last
minute concepts to Alaska school finance including;

a. No winners-no losers.

No district gets more than 5% more than they had Dbeen
receiving; no school district receives less than 5% than they had
been receiving. (AS 14*17.025- Guaranteed Funding Level; AS
14.17.035 Limited Increase in Funding.)

b. Small community allotment.

More money for cities or incorporated communities (not school
districts) with fewer than 500 pupils.

cC. Small school district allotment.

More money for school districts with 500-3500 pupils with at
least one city or unincorporated community with more than 500

pupils.

d. District location index adjustment.
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A final partial adjustment based upon school district
location. The adjustment would be 60% of the indices ranging from
a low of 0.000 (Anchorage) to a high of 1.000 (North Slope). Mat-
Su, Juneau, Kenai, Sitka and Ketchikan would be .050.

By applying a "no losers”™ and "no winners"™ factor to the
formula it was possible to make sure that no school district would
receive less than 5% than i1t had been receiving previously and no
school district would receive more than 5%. However, to
accomplish even this much, a substantial increase in state
expenditures 1in state aid to education would be required, probably

in the 20-30 million dollar range.

The Governor introduced the bill at the request of the State
Board of Education. The bill was referred to the House Committee
on Health Education and Social Services, where i1t was, in effect,
set aside, in favor of a somewhat different House (HESS) committee

substitute, which also was very complicated.

Meanwhile in the last days of the 1986 Legislative Session, a
new bill prepared by Senator Frank Ferguson and his staff was
submitted to the Senate HESS committee. The Senate HESS committee
passed the bill out to the Senate Finance Committee. The House
Finance Committee made some recommended minor changes to the
Senate bill, but in the face of the Senate position, receded from
its amendments. The Senate HESS bill was enacted as Ch. 75.,SLA
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IX CHAPTER 75, SLA 1986- THE CURRENT FORMULA.

No one can make any sense out of the current state school
funding formula without an understanding of the 1970 instructional
unit formula, the many amendments to it up to July 1, 1983 and the

district manipulations of the formula. There is no written
legislative history or explanation for the act, but the reasons
for 1its most exotic feature-the "Instruction Unit Allotments" are
well known.

The 1986 act was intended to be free of judgments. It was
intended to perpetuate the level of funding of school districts as
achieved by those districts before July 1, 1983- IT there were
inequities, these inequities would be continued. IT a district

had succeeded in taking advantage of the system by pyramiding of
units these advantages would be codified into law:

In form the current state school aid bill is similar to t.e

1970 instructional unit formula. A major difference is the
"Instructional Unit Allotment” multipliers to reflect cost of
living differrences were used. In 1970 the range of multipliers
was narrow:
Southeastern and most of Southcentral 1.00
Central 1.05
Northwest 1.10
Remote Add 5%

The range in the 1986 formula starts at minus 20 for Skagway and
goes to plus 185 for Yupiit, a range of 105%.

The authors of the bill emphasized that these ™"instructional
unit allotments™ are not intended to reflect cost of living
increases. Rather they are intended to reflect as <closely as
possible the differences in the distribution of state monies as
these differences existed in the three previous years. If a
school district had been able to pyramid its instructional units
by obtaining secondary school units where there are no secondary
school children, units for a large number of special education
teachers where a low special education effort requiring few

teachers is in place, it would keep all of these gains. If there
is an obvious inequity such as Skagway receiving 32% less than its
sister city Haines, this inequity would remain uncorrected. For a

list of "Instructional Unit Allotments™ see Exhibi.t C. For a list
of school district expenditures and allocations of state monies
see Exhibit D. For a comparison of salaries paid school teachers
by the school districts see Exhibit E (This is taken from DOE"s
work on a second school foundation bill in 1986). And for cost of
living differentials prepared for the State of Alaska Department
of Administrations by the McDowell Group see Exhibit F - "Alaska
Geographic Differential Study 1985".
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Chapter 75, 1986 is more simple than the 1984- and 1986
Department of Education bills. The following are the chief
elements of Chapter 75, SLA 1986:

a. Foundation dropped.

The foundation concept was dropped. Chapter 75 formula
ignores non-state sources of funding except for a hold harmless
provision for existing levels of federal PL 874 funding. There is
no pretense of a "basic need” to be met. There are no goals for
educational opportunity as measured by total dollars available for
expenditure by various school districts.

b. Instructional units.

The assignment of instructional units for K-12 classes and
for programs was similar to that in the State Department of

Education bill.
c. Secondary school allocation.

The bill provides for "associated secondary schools™ at
locations where there are fewer than 20 children in grades 5-8 as

follows:

Under 12 - 3 (apossible 3 new teachers and
classrooms for one secondary school
pupil)

12-20 : 4

21-32 - 5

ThxS is similar to provisions in effect from 1980-1983, but unlike
the earlier provisions there maybe a requirement that at least one

secondary pupil exists.
d. Special programs allotments.

The formula provides for additional funding for pupils served
in a (1) vocational education, (2) special education, and (3)
bilingual. The students may be served very little, but if they
are served one hour a day, they would be counted as if they were
in the program for the full day (as well as being counted as a
full time student in their K-12 class). This system offers all of
the opportunities for abuse and manipulation that existed in the

formula suspended in 1983.

e. "Instructional unit allotment”*multipliers.

After instructional units are arrived at, they are then
multiplied by multipliersthat range from 8 for Skagway to 1.12

for Haines to 1.85 for Yupiit. In some cases the multiplier is
similar to the one wused in the 1984 Department of Education
dispersal index and in the 1986 Department of Education index. In
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some cases there is a major divergence. It is dissimilar to the
1970 instructional unit allotment inthat the range for
multipliers in 1970was much more narrow-— from 1.00 to 1.15; in
Ch. 75, SLA 1986 the range is .80 to 1.85, seven times the 1970

range.

There are innumerable anomalies in the treatment of
neighboring similar school districts. King Cove, 75 miles from
Sand Point, has a multiplier of HO; Sand Point has a multiplier
of 115; Haines, 15 miles away has a multiplier of 1.12 while
Skagway has a multiplier of .80. (Note: from 1980-81 Skagway had
a multiplier of 108 and Haines had a multiplier of 115* AS
H*17.051.) Galena which 1is surrounded by the Yukon-Koyukuk
school district, has a multiplier of 155; the Yukon-Koyukuk
school district which has many small disperred schools has a
multiplier of 150. The Pribiloffs have a multiplier of 105; the
Aleutian Chain has 125 andDillingham has 150. There are no
explanations for these differences.

f. Adjustment for Assessed Valuation (district wealth).

Chaper 75, SLA 1986 added a district wealth feature similar
to that used in the 1970 formula. As applied to the highest tar
district- Mat-Su- the formula adjusts Mat-Su®"s state aid upward by
about 1.4-3% over the aid that would have been allocated without an
assessed valuation formula. The formula is:

(©) The equalized percentage for each
city/borough school distict 1is computed
according to formula Pi = 1 - (1-k) Vi/Vs
in which

(1) Pi (equalized percentage) = percent
of need to be provided by the state*

(2 K (minimum level of state support of
basic need to be provided by the state;

(3) Vi (valuation per pupil 1n average daily
membership in the district) = full and true value
of taxable real and personal property within the
city /borough district divided by the average
daily membership of the district;

4 Vs = average of the valuation per pupil
in average daily membership for all the
city/borough districts of the state:

(5) state aid as computed under this section
constitutes at least 97 percent of the basic need,
of each school district;

(6) for the purpose of calculating the
amount of equalized percenatage under this
section, Vi/Vs may not exceed 1.00.



Using FI 86-87 valuations and 1986-87 dollar amounts for
instructional units, the adjustment for district wealth for Mat-Su
would be about $391,000 or 1.43% out of a $27,339,000 foundation
amount, (Up to a 3% adjustment is allowed. North Slope, Unalaska,
and Valdez receive a zero adjustment, Mat-Su receives an 1.43%
additional amount and St Marys a 2.8% adjustment.

The foregoing is not a tax effort provision. A favorable
adjustment can be made for a district with less than average
district wealth even 1if it makes no local effort. A school

district that taxes itself at one mill or equivalent would receive
the same adjustment as a school district which taxes itself more
heavily than any other district in the state.

The reference to tax levying school districts obtaining 97%
of their"basic need” from the state is a spectacular piece of
nonsense. It illustrates the mechanical application of earlier
concepts (the 100% state funding approach of 1970), without
comprehension of what the formulas or percentages mean. Obviously
Anchorage could not maintain a K-12 program if the only dollars
available to it were the state dollars it now receives, plus an
additional 3% from the local property tax.

g.- Adjustment for Local Dollars per Pupil in Excess of
Statewide Average.

AS 14*17.023, as repealed and reenacted by Ch. 75, SLA 1986
makes a second adjustment. After state aid 1is distributed
according to the formula 80 percent of remaining funds, 1if there
are any remaining funds, are to be distributed to certain

districts.

This adjustment is not related to district wealth (except for
Valdez and North Slope which are excluded from the benefits of any
secondary distribution) and is not related to any tax effort over
2 mills. All of the larger city and borough school districts tax
themselves more than 2 mills. The formula does not distinguish
between those school districts which are taxed at 2.1 mills for
education and the school district which is taxed at 7 mills.

The AS 14*17.023 secondary distribution formula does not
apply to any percentage of state aid to be allocated to school
districts and, if state appropriations are not sufficient for a
fiscal year to fund this part of the formula, does not result in
the distribution of any additional state aid to any school

district.

If there are any monies appropriated for state aid left over
after $42,184 has been distributed for each instructional unit
submitted by the school district, 80% of the balance not to exceed
20 million dollars would be distributed to school districts whose:

€N local contribution to education for each

student in average daily membership in the preceding
fiscal year exceeds the staewide average local
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contribution to education for each pupil 1in average
daily membership for the preceding fiscal year; and

(@) local contribution to -education for the
preceding fiscal year exceeds the amount that would be
generated by a two-mill levy on the full and true value
of taxable real and personal property in the district,
as determined under AS 14*17.140, for the preceding
fiscal year.

(This would exclude Valdez and North Slope.)

This balance, say 16 million dollars (80% of $20,000,000),
would be distributed as follows:

an amount equal to the portion of the school district"s
local contribution to education for each student in
average daily membership in the preceding fiscal year
that exceeds the statewide average local contribution
to education for each student 1in average daily
membership in the preceding fiscal year.

Fairbanks was expected to be the primary beneficiary of this
provision.

The formula has the effect of rewarding the relatively
wealthy school district which can generate a great deal of local
revenues with Jlow tax effort (low property tax mill levy) and
penalizes the poor school district which can raise only a small
amount of local tax revenue even with a high tax effort (high
property tax mill levy). The chances of there being any
secondary distribution is always remote, because if state funding
slips, as 1t has, or if there were more than a few resouceful
school districts generating additional instructional units there
would be no balance for a secondary distribution, there would be

no dollars left for a secondary distribution. The secondary
distribution feature is an adhoc tacked on provision that is
integrated into formula. It is a last minute afterthought that

does not meet any criteria for tax equalization or reduction 1in
disparities of educational expenditures.

Despite the fact that there is insufficient state money for
a $4.2,184. distribution for each instructinal unit (as of January
1987 the state proposed to distribute $38,255 per unit), the
state department of education was seeking as of December 1986 a
means for making a secondary distribution of monies from the
second fund to school districts which contribute greater than an
average amount of local dollars to their school budgets.
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X SITUATION IN 1987 - CUTBACKS IN EXPENDITURES

Because of plummeting oil prices it was not possible for the
state to fully fund the Ch. 75, SLA 1986 school funding formula in
the 1986-87 fiscal year. It is apparent the program will be
severely underfunded in the 1987-88 fiscal year.

Some school districts are not seriously affected by the
reductions in funding. This includes school districts which have
been able to set aside large fund balances each year, the
districts that receive large amounts of federal PL 81-874 monies
over and above the need recognized by tin state formula and,
possibly, districts with very high tax wealth.

The larger tax levying school districts enrolling more than
75% of Alaska"s pupils were confronted with the choice of large
layoffs increasing the pupil-teacher ratio (average classroom
size) or sharply raising the local property tax. 0f the large
property tax levying districts Anchorage is better able than most
to weather the storm. This is because of Anchorage®s relatively

large tax base.

Some of the Rural Education Attendance Areas (REAA"s) are 1in
trouble. They cannot levy local taxes to make up shortfalls in
state monies. Copper Valley"s contractual commitments for
salaries exceeds its ability to pay. Even if Copper Valley had no
non-salary costs it could not meet its current payroll. Copper
Valley 1is charged with being too soft in negotiations with 1its
local teachers association. However, ever if the Copper Valley
contract with the teachers were exactly the same as that of
Anchorage, Matsu, Kenai or other large school districts, Copper

Valley would be hard pressed to pay. Copper Valley, unlike most
REAA"s, has an unusually large percentage of teachers with many
years of teaching experience high on the salary schedule. The

existing formula makes no provision for districts with high cost
caused by low teacher turnover.

Other REAA"s have been sued in connection with construction
projects. In one case there is a judgment in favor of the
construction contractor well in excess of the state capital grant
to the REAA and far in excess of any fund balance.

When all school districts were generously funded - as was the
case in Alaska before 1986 - there 1is less concern if one district
is Jless generously funded than another. Where funding is less
generous, and where some districts fall below a standard generally
accepted as minimum, there is a greater concern that all state
educational resources Dbe wused to maintain a minimum level of
education in every school district.

Alaska had an excellent system of education at a time when it
had no oil vrevenues or very little 1in oil revenues. This
experience proves that Alaska can provide an adequate level of
funding for schools with state revenues less than those of 1975-

1986
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A financial setback can have positive-refcults. The State of
Washington has always made a major cOonrmitment to public
education. Its commitment became much "“grfeater after a 1975
property taxpayer revolt that reduced schociL ~funding by 30 to 4.0%
in Seattle and other school districts fenrolling 25% of
Washington®s pupils. The state immediately responded to the
challenge and restored the missing funding”>;t The state did not
not back off of this solution except during the severe 1980-82
recession in the Pacific Northwest when publisc school funding was
cutback. (In 1982 the Superior Court ordered the legislature to
return to 100% funding of the "basic need" rtlxey had codified into
law. A new legislature with a very differterct makeup was elected
in 1982. This legislature restored the funding.) For ten years
public education has been the top legislatbieve priority in the
State of Washington. See Exhibit G foif a description of

Washington®s efforts.

Even with the sharp reduction 1in asiaate funding, state
funding for education is, with the exceptiifon of the" State of
Washington and Hawaii, more generous than .s"tiate funding in other

states. (The State of Washington becauffegr of a court order
interpreting a provision of the state constitution has undertaken
to pay for 100% of the cost of a "basic .education™). U.S.

Department of Education statistics show Alaska first in a number
of educational categories. See Exhibit D fjor Alaska®s ranking.
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TABLE IA" analysis of fiscal capacity-aom by type

SCHOOL OISTRICI ADM LOCALAOMAS%  FULLANOTRUEVALUE ~ ASSESSEDVALLE  LOCAL WEALTHAS| CIIY/fOnoUGH FY8T __ CMEMLI of
OF STATE ADM .....ASSESSEDPTOPENY PERAOM "V oF STATEWEALliij ~ APPnOFN'IATiofi ... Totalassessed

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Vo VALUE

ANCHORAGE 40674 44.23% 119.343,356.800 475,571 37.90% 563.492,830 519,343.357
SUB-TOTAL 40,174 44.23% 519,343,336,600 5475571 37.90% 563,492,830 519,343,357

NORTH SLOPE £ISS 1.26% 113.570.786,300 511.749.599 26.59% 512,865.000 513,570,766
KENAI 8.546 9.30% +13.905,341.700 5456.872 1.65% 516,201.971 53.905,342
KETCHIKAN 2439 2.63% 5904,364,100 5370.60L L71% 95.397,783 5904,364
JUNEAU 4.700 5.11% 51,668,992,300 5359.360 3.31% 58250000 51,666,992
FAIRBANKS 13431 14.61% 54.726,913.900 5351941 9.26% 521448271 54,726,914
MAT-SU 9,366 10.19% 52.716,755.000 5290.066 5.32% 519.461.795 52,116.756
SITKA 1654 1.60% 5441,175.000 1266,732 0 86% 52.978079 441,175
KODIAK 2,276 2.46% 5552.447.400 52 <2514 1.08% 52001.600 9552447
NORTHWEST ARCTIC" 1,526 1.68% 5235,045,200 5154.027 0.46% 5235,045
SUB-TOTAL 49.01% 521,741,941,100 5637,334 56.31% 190,124,999 521,741,642

VALDEZ 91 0.66% V1,693,326,700 52.140.742 3.32% 54,066,390 51.693.327
CORDOVA 390 0.42% 5123.962,300 9317,852 0.24% 9625.005 5123962
HAINES 31 0.38% 597,621,600 5278.124 0.19%. 5369,000 597,622
WRANGELL 451 0.49% 5106,670,500 5249,955 0.21% 5538,053 5108,671
DILLINGHAM 465 o 051% 5107,515.700 5231217 0.21% 5100,000 5107516
PETERSBURG 597 0.65% 5135,355.400 5226,726 0.27% 5654,000 5135,355
NOME 850 0.92% 5151,635,000 5176,3%4 " 0.30% 5206,000 5151635
SUB-TOTAL 3,695 4.24% 52,411.017.200  ii,U. 5630611 4.74% 56,600.449 52,411,087
UNALASKA A\ 0.15% 595,564,500 5677,762 0.19% 5173,000 595,565
SAND POINT 115 0.13% 574,641,100 5649,053 * 0.15% 5100,000 574.641
SKAGWAY 136 0.15% 559,036,600 5434.090 0.12% 546.000 559,037
BRISTOL BAY 241 0.26% 5101.541,000 5421332 0 20% 540.000 5101541
PaiCA® o4 0.06% 514.967.400 5277,544 0.03% 514.000 014967
KING COVE 120 0.13% 524.391,400 5203.262 0.05% 510,000. 524391
CRAIG 166 0.20% 537,304,700 5200.563 0.07% 510,735 537.305
TANANA 8 0.08% 511,755,200 5150,706 0.02% 52,000 511755
NENANA 126 0.14% 516.099.500 0143647 0.04% 550,000 516.100
HYDABURG 97 0.11% 513.417.600 5138J28 0.03% 51,200 513416
GALENA 146 0.16% 520.106.900 5137.7s 0.04% 95.000 520.107
HOONAH 24 0.23% 529,237,500 5136,624 0.06% 510.000 529.238
YAKUTAT 157 0.17% 518.136.700 5115,520 0.04% 520.614 516,137
KAKE 202 0.22% 512,186.400 960,339 0.02% 515.000 512,166
ST. MARY'S 115 0.13% 54,451,200 538,706 0.01% 50 %451
KLAWOCK 156 0.17% 55,841,100 537443 0.01% 50 95,641
SUB-TOTAL 2,264 2.46% 5540,701,000 5236,734 1.06% 5507,549 5540,7051O

TOTAL 91.950 100.00% 551,043,986.800 5555126 100.00% 5161,425.826 551.043.987

"TRANSITION OISIiniCT (nEF: ASM.T7 2I0] 1 scxincEcnA



CiTY/BOROUGH FISCAL CAPACITY AND FISCAL EFFORT

TABLE 1:
SCHOOL DISTRICT ADM  LOCALADMAS %  FULL AND TRUE VALUE  ASSESSED VALUE LOCAL WEALTH A55 CITY/BOROUGH
OF STATE ADM ASSESSED PROPERN PER ADM % OF STATE WEALT11  APPROPRIATION/FY87
ANCHORAGE 40,674 44.23% $19,343,356,800 $475,571 37.90% $63,492,830
BRISTOL BAY 241 0.26% $101,541,000 $421,332 0.20% $40,000
CORDOVA 390 0.42% $123,962,300 $317,852 0.24% $625,005
CRAIG 186 0.20% $37,304,700 $200,563 0.07% $10,735
DILLINGHAM 465 0.51% $107,515,700 $231,217 0.21% $100,000
FAIRBANKS 13,431 14.61% $4,726,913,900 $351,941 9.26% $21,448,271
GALENA 146 0.16% $20,106,900 $137,718 0.04% $5,000
HAIl ES 351 0.38% $97,621,600 $278,124 0.19% $389,000
HOONAH 214 0.23% $29,237,500 $136,624 0.06% $10,000
HYDABURG 97 0.11% $13,417,800 (138,328 0.03% $1,200
JUNEAU 4,700 5.11% $1,688,992,300 $359,360 3.31% $8,250,000
KAKE 202 0.22% $12,188,400 $60,339 0.02% $15,000
KENAI 8,548 9.30% $3,905,341,700 $456,872 7.65% $18,201,971
KETCHIKAN 2,439 2.65% $904,384,100 $370,801 1.77% $5,397,783
KING COVE 120 0.13% $24,391,400 $203,262 0.05% $10,000
KLAWOCK L 58 0.17% © $5841,100 $37,443 0.01% I $0
KODIAK 2,278 2.48% Sssfttthoo $242,514 1.06% $2,201,800
MAT-SU 9,366 10.19% $2,716,755,900 $290,066 5.32% $19,461,795
NENANA 126 0.14% $18,099,500 $143,647 0.04% $50,000
NOME 850 0.92% $151,635,000 $178,394 0.30% $206,000
NORTH SLOPE 1,155 1.26% $13,570,786,300 $11,749,599 26.59% $12,885,000
NORTHWEST ARCTIC** 1,526 1.66% $235,045,200 $154,027 0.46% $0
PEUCAN 54 0.06% $14,987,400 $277 544 0.03% $14,000
PETERSBURG 697 0.65% $135,355,400 $226,726 0.27% $654,000
SAND POINT 115 0.13% $74,641,100 $649,053 0.15% $100,000
SITKA 1,654 1.80% $441,175,000 $266,732 0.86% $2,978,379
SKAGWAY 136 0.15% $59,036,600 $434,093 0.12% $48,000
ST. MARYS 115 0.13% $4,451,200 $38,706 0.01% $0
TANANA 78 0.08% $11,755,200 $150,708 0.02% $2,000
UNALASKA 141 0.15% $95,564,500 $677,762 0.19% $173,000
VALDEZ 791 0.86% $1,693,326,700 $2,140,742 3.32% $4,088,390
WRANGELL 451 0.49% $108,670,500 $240,955 0.21% $538,053
YAKUTAT 157 0.17% $18,136,700 $115,520 0.04% $28,614
TOTAL 91,950 100.00% $51,043,986,800 $555,128 100.00% $161,425,826
SOURCE:CR4

“ TRANSITION DISTRICT (REF: AS14.17.210)



AS U.16.0i0. DISTRICT UNITS. (@) The number
district units for each school district is calculated

as follows:

District Units =(a + b + c +d + e+ NnN+n + 0+ J&lz,
X 15

v/Kere a, b, c, and d represent the weighted average
daily membership for regular programs of schools
with 160.1 or more students in average daily member —
ship, calculated as follows:

a = kindergarten ADM full time equivalent x 1.2
weight factor

b = grades 1 and 2 ADM x 1.05 weight factor

¢ = grades 3 through 6 ADM ; 1.0 weight factor

d = grades 7 through 12 ADM x 1.25 weight factor

where e represents the average daily membership for
regular programs of schools in a single attendance
area with 160 or fewer students 1in average daily
memberships, weighted to 1include special education

and vocational education programs, calculated as
follows:

School ADM e

10 and under 4.0 x ADM

10.1 through 30 40 + (3.0) (ADM-10)

30.1 through 90 100 + (2.0) (ADM-30)

90.1 through 160 220 + (-5) (ADM-90)

Over 160 Follow grade level

schedule and special
program weights.

where m, n, o, and p represent the weighted average
daily membership for special-programs, calculated as
follows:

m = special education pupils ADM x .7 weight factor

n * bilingual/bicultural pupils"ADM/FTE x .7 weight
factor

o *= vocational education pupils ADM/FTE x 1.05
weight factor

p = gifted and talented pupils ADM x .4 weight
factor

where z represents the weight factor for the cost of
education index, district size, attendance area
size, and dispersed as Tfollows:



= ~cost of education index + district size factor

z
+ attendance area factor + dispersed factor.

(1) where the cost of education factor for

each district is determined from the following
table. (Separate district cost of education index

for each of the 53 school districts ranging from .95

for

Chugach, Ketchikan and Petersburg to 1.35 for

northwest REAA"s; Anchorage, King Cove and 11 others

at 1.00; Mat-Su at 1.05; Fairbanks and Dillingham at
1.10; Galena at 1.20.)

(2) where the district size factor is cal—
culated by

District Size

0 through 350 ADM *» .3 = District

Size Factor

350.1 through 850 ADM 103 ADM + .1 (ADM-350)

District ADM

850.1 through 2750 ADM 155 ADM + .02(ADM-850)

have

District ADM

(3 where districts have attendance areas that
more than 160 pupils in ADM, but less than 850

pupils in ADM, the attendance area Tfactor 1is cal—
culated by

ADM

.3(District ADM - attendance areas ADM of less
than 160.1)

District ADM

() where districts of 2750 or less pupils 1in
and are defined as dispersed, the dispersed

factor is calculated by

District ADM

0 through 350 .4 ADM = District Dispersed J
Factor
350.1 through 850 .3 ADM * District Dispersed
Factor

850.1 through 2750 .2 ADM * District Dispersed

Then,

Factor

the staff persons did the only thing they could do.
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SCHOOL DISTRICT

ADAK

ALASKA GATEWAY
ALEUTIANS
ANNETTE ISLAND
BERING STRAITS
CHATHAM
CHUGACH

COPPER RIVER
DELTA GREELY
IDITAROD
KASHUNAMIUT
KUSPUK

LAKE AND PENISULA
LOWER KUSKOKWIM
LOWER YUKON
PRIBILOF ISLANDS
RAILBELT
SOUTHEAST ISLANDS
SOUTHWEST
YUKON FLATS
YUKON KOYUKUK
YUPIIT

TOTAL

TOTAL
UNITS
GENERATED

60
69
26
40
164
54
22
65
100
68
24
69
76
367
163
21
43
62
87
70
%
46

1830

BASE VALUE
OF TOTAL UNITS
@%$42,184

$2,531,040
$2,910,696
$1,096,784
$1,687,360
$7,761,856
$2,277,036
$928,048
$2,741,960
$4,218,400
$2,868,512
$1,012,416
$2,010,696
$3,205,984
$15,481,528
$6,875,992
$885,864
$1,813,912
$3,459,088
$3,670,008
$2,952,830
$3,965,296
$1,940,464

$77,196,720

FOUNDATION ANALYSIS/REAA

INSTRUCTIONAL
UNIT ALLOT.
AS 14.17.056

95%
i25%
125%

90%
145%
100%
125%
140%
115%
165%
140%
160%
145%
155%
120%
105%
175%
108%
125%
165%
150%
185%

TOTAL
BASIC NEED

$2,404,468
$3,638,370
$1,370,980
$1,518,0?4
$11,254,691
$2,277,936
$1,160,060
$3,038,744
$4,851,160
$4,733,045
$1,417,382
$4,657,114
$4,648,677
$23,996,368
$8,251,190
$930,157
$3,174,346
$3,735,815
$4,587,510
$4,872,252
$5,947,944
$3,589,858

$106,856,712

VALUE OF
INSTRUCT. UNIT
ALLOTMENT

($126,552)
$727,674
$274,196

($168,736)
$3,492,635
$0
$232,012
$1,096,784
$632,760
$1,064,533
$404,966
$1,746,418
$1,442,693
$8,514,840
$1,375,198
$44,293
$1,360,434
$276,727
$917,502
$1,919,372
$1,982,648
$1,649,394

$29,659,992

2SOURCE: DOE AND ‘ALASKA GEOGRAPHIC niFFFRENTIAI sninv —

VALUE OF
INSTRUCT. UNIT
ALLOT. PER ADM

($208)
$1,410
$3,152

($409)
$2,633

$0
$1,799
$1,007
$584
$4,673
$2,440
$4,280
$3,899
$3,183
$1,069
$262
$3,811
$604
$1,888
$5,001
$3,327
$5,787

$2,285

COST OF
LIVING
DIFFERENTIALS*

126%
103%
126%
102%
132%
105%
111%
111%
103%
129%
126%
129%
129%
139%
126%
126%
129%
102%
129%
103%
129%
139%



FOUNDATION PROGRAM ANALYSIS/CITY BOROUGH DISTRICTS

SCH'.OL DISTRICT ADV  BASE UNITS VALUE OF VALUE OF SPECIAL PROGRAM VALUE OF VALUE OF

ASM.17.041 BASE UNITS REGULAR AIC UNITS AS14.17.041 SPECIAL PROGAAK SPECIAL PROGRAM

(a).(b).(1 @ $42,184 PER ADM (c)..(d). (0) UNITS @842,104 AID PER ADM
ANCHORAGE 40,674 2,433 $102,633,672 $2,523 637 $26,071,208 $661
BRISTOL BAY A1 26 $1,181,152 $4.901 5 $210,920 $875
CORDOVA 390 40 $1,687,360 $4,327 1 $464,024 $1,190
CRAIG 186 23 $970,232 $5,216 4 $168,736 $907
DILLINGHAM 465 46 $1,940,464 $4,173 13 $548,392 $1,179
FAIRBANKS 13431 809 $34,126,856 $2,541 201 $8,470,984 $631
GALENA 146 20 $843,680 $5,779 3 $126,552 $867
HAINES 351 37 $1,560,808 $4.,447 9 $379,656 $1,082
HOONAH 214 25 $1,054,600 $4,928 5 $210,920 $986
HYDABURG 07 16 $674,944 $6,958 4 $168,736 $1,740
JUNEAU 4,700 284 $11,980,256 $2,549 96 $4,049 664 $862
KAKE 202 24 $1,012 416 $5,012 8 $337.472 $1,671
KENAI 8,548 585 $24 677,640 $2,887 139 $5,863,576 $686
KETCHIKAN 2439 151 $6,369,784 $2,612 43 $1,813,912 $744
KING COVE 120 17 $717,128 $5,976 3 $126,552 $1,055
KLAWOCK 156 20 $843,680 $5,408 4 $168,736 $1,082
KODIAK 2,278 165 $6,960,360 "'$3,055 49 $2,067,016 $907
MATSU 9,366 573 $24,171,432 $2,531 130 $5,403,920 $586
NENANA 126 18 $759,312 $6,026 5 $210,920 $1,674
NCME 850 73 $3,079,432 $3,623 pal $885,864 $1,042
NOr.TH SLOPE 1,155 104 $4,387,136 $3,798 28 $1,181,152 $1,023
NORTHWEST ARCTIC. 1,526 142 $5,990,128 $3,925 43 $1,813,912 $1,189
PELI3AN b4 12 $506,208 $9,374 1 $42,184 $701
PETIRSBURG 597 56 $2,362,304 $3,957 13 $548,392 $919
SAND POINT 115 17 $717,128 $6,236 2 $84,368 $734
SITKA 1,654 102 $4,302,768 $2,601 37 $1,560,808 $944
SKAGWAY 136 19 $801,496 $5,893 2 $84,368 $620
ST. MARY'S 115 i $717,128 $6,236 3 $126,552 $1,100
TANANA 18 14 $590,576 $7,571 3 $126,552 $1,622
UNALASKA 141 19 $801,496 $5,684 3 $126,552 $898
VALDEZ 791 69 $2,910,696 $3,680 18 $759,312 $960
WRANGELL 451 45 $1,898,280 $4.209 13 $548,392 $1,216
YAKUTAT 157 21 $885,864 $5,642 5 $210,920 $1,343
TOTAL 91,950 6,024 $254,116,416 $2,764 1561 $65,849 224 $716

1 SOURCE: DOE ‘ALASKA GOEGRAPHIC DIFFERENTIAL STUDY
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SCHOOL DISTRICT

ADAK

ALASKA GATEWAY
ALEUTIANS
ANNETTE ISLAND
BERING STRAITS
CHATHAM
CHUGACH

COPPER RIVER
DELTA GREELY
IDITAROD
KASHUNAMIUT
KlisPUK

LAKE AND PENISULA
LOWER KUSKOKWIM
LOWER YUKON
PRIBILOF ISLANDS
rallbelt
SOUTHEAST ISLANDS
SOUTHWEST
YUKON FLATS
YUKON KOYUKUK
YUPIIT

TOTAL

ADM

607
516
87
413
1.233
306
129
575
1.084
399
166
408
310
2,675
1,286
169
357
458
486
3
596
285

12,982

BASE UNITS
ASM 17.041

(@)(){l)

1430

FOUNDATION ANALYSIS/REAA

VALUE OFi VALUE OF SPECIAL PROGRAM
BASEUNITS  REGULAR AID UNITS ASM.17.041

@$42,184]  PER ADM (). (d), (e)
$1,687,360 $2,780 2
$2,404,488 $4,660 1
$1,012,416 $11,637 2
§1,223,336 $2,962 11
$6,032,312 $4,892 m
$1,940.464 $6,341 8

$885,864 $6,867 1
$2,193,568 $3,815 13
$3,079,432 $2,841 27
$2,362,304 $5,921 12

$632,760 $3,812 9
$2,362,304 $5,760 i
$2,910,696 §7,867 7

$10,799,104 $4,037 111
$5,399,552 $4,199 35

$674,044 $3,994 5
$1,518,624 §4,254 7
$3,248,168 §7,092 5
$2,868,512 $5,902 19
$2,531,040 $6,714 10
$3,290,352 $5,521 16
$1,265,520 $4,440 16

$60,323,120 $4,647 400

VALUE OF VALUE Ot
SPECIAL PROGRAM  SPECIAL PROGRAM
UNITS @$42,184  AID PER ADM
$843,680 $1,390
$506,208 $981
$84,368 $970
$464,024 $1,124
$1,729 544 $1,403
$337 472 §1,103
$42,184 §327
$548,392 $954
$(,138,968 $1,051
$506,208 $1,269
$379,656 $2,287
$548,392 §1,344
$295,288 $798
$4,682,424 $1,750
§1476,440 $1,148
$210,920 $1,248
$295,288 $827
$210,920 $461
$801,496 $1,649
$421,840 §1,119
$674,944 §1,132
$674,944 $2,368
$16,873,600 $1,300

1SOURCE: DOE AND ‘ALASKA GEOGRAPHIC DIFFERENTIAL STUDY



FOUNDATION PROGRAM ANALYSIS/CITY AND BOROUGH DISTRICTS

SCHOOL DISTRICT TOTAL BASE VALUE  INSTRUCTIONAL TOTAL VALUE OF VALUE OF COST OF
UNITS ~ OF TOTALUNITS ~ UNIT ALLOT BASICNEED  INSTRUCT. UNIZ  INSTRUCT, UNIT LIVING
GENERATED @$42,184  ASH.17.05% ALLOTMENT  ALLOT. PER ADM  DIFFERENTIALS*
PELICAN 13 $548,392 110% $603,231 $54,839 $1016 105%
TANANA 17 §717,128 140% $1,003,979 $286,051 $3678 129%
HYDABURG 2 $843,680 104% $877,421 §33,747 $348 102%
SAND POINT 19 $801,496 115% $921,720 §120,224 $1045 126%
ST. MARY'S 2 $843,680 180% $1,518,624 $674,9 <4 $5869 126%
NENANA 2 $970,232 125% §1,212,790 $242,558 $1925 129%
KING COVE 2 $843,680 140% $1,181,152 $337 472 $2012 126%
SKAGWAY 21 $885,864 80% $708,601 ($177,173) ($1303 105%
GALENA 23 $970,232 155% $1,503,860 $533,628 $3655 129%
UNALASKA 2 $928,048 120% $1,113,658 $185,610 $1316 126%
YAKUTAT 2 $1,006,784 115% $1,261,302 $164,518 $1048 105%
KLAWOCK 24 $1,012,416 104% $1,052,013 $40,497 $260 102%
CRAIG 2 $1,138,968 120% $1,366,762 $227,194 $1225 102%
KAKE 3 $1,349,888 112% $1,511,875 $161,987 $802 0804
HOONAH 30 $1,265,520 112% $1,417,382 $151,862 §710 105%
BRISTOL BAY 33 $1,392,072 155% $2,157,712 §765,640 $3177 129%
HAINES 1 $1,940 464 112% 72173320 $232,856 $663 105%
CORDOVA 51 $2,151,304 950% $2,043,815 ($107,569) ($276) 111%
WRANGELL 58 $2,446,672 90% $2,202,005 ($244,667) ($542) 980%
DILLINGHAM 59 $2,480,056 150% $3,733,204 §1,244,428 $2676 129%
PETERSBURG 69 $2,910,696 90% $2,619,626 ($291,070) ($488) 98Y%
NORTHWEST ARCTIC- 185 $7,804,040 155% $12,096,262 $4,292,20 $2813 144%
NORTH SLOPE 132 $5,568,200 175% $9,744,504 $4,176,216 $3616 144%
VALDEZ 87 $3,670,008 115% $4,220,509 $550,501 $696 111%
NOME 9 $3,965,206 155% $6,146,200 $2,180,913 $2566 132%
KODIAK 214 $9,027,376 135% $12,186,958 $3,159,582 $1307 106%
KENA 724 $30,541,216 104% $31,762,065 $1,221,649 $143 101%
KETCHIKAN 194 $8,103,696 100% $8,183,696 0 80 102%
SITKA 139 $5,863,576 104% $6,090,119 $234,543 §142 101%
MAT-SU 703 $29,655,352 104% $30,841,566 $1,186,214 $127 9404
JUNEAU 380 $16,029,920 104% $16,671,117 $641,197 §136 103%
FAIRBANKS 1,010 $42,605,840 113% $48,144,599 $5,538,759 §412 103%
ANCHORAGE 3070 $129,504,880 100%  $134,605,075 $5,180,195 §127 100%
TOTAL 756F  $319,965,640 $352,066,605  $33,000,965 $359

2 SOURCE: DOE AND ‘ALASKA GOEGRAPHIC DIFFERENTIAL STUDY



SCHOOL DISTRICT

PELICAN
TANANA
HYDABURG
SAND POINT
ST. MARY'S
NENANA
KING COVE
SKAGWAY
GALENA
UNALASKA
YAKUTAT
KLAWOCK
CRAIG

KAKE
HOONAH
BRISTOL BAY
HAINES
CORDOVA
WRANGELL

DILLINGHAM......c.ovvivrvee

PETERSBURG

NORTHWEST ARCTIC-

NORTH SLOPE
VALDEZ
NOME
KODIAK
KENAI
KETCHIKAN
SITKA
MAT-SU
JUNEAU
FAIRBANKS
ANCHORAGE

TOTAL

ADM

115
115

91,950

“HVr?2w,*TET"

FOUNDATION PROGRAM ANALYSIS/CITY AND BOROUGH DISTRICTS

BASE UNITS
AS14.17.041

(@),(b).(1

VALUE OF VALUE OF SPECIAL PROGRAN
BASE UNITS REGULAR AID UNITS AS14.17.041
@9$42,184 PER ADM (c). (d), (e
$506,200 $9,374 1
$590,576 $7571 3
$674,944 $6,958 4
$717,120 $6,236 2
$717,120 $6,236 3
$759,312 $6,026 5
$717,120 $5,976 3
$801,496 $5,893 2
$043,680 $5,779 3
$801,496 $5,604 3
$885,864 $5,642 5
$843,600 $5,408 4
$970,232 $5,216 4
$1,012 416 $5,012 8
$1,054,600 $4,920 5
$1,181,152 $4.901 5
$1,560,808 " $4.447 9
$1,687,360 $4.327 1
$1890.280 .o $4,209 13
................ $i"940.464 ... 54,173 13
$2,362,304 $3,957 13
$5,990,120 $3,925 43
$4,387,136 $3,798 28
$2,910,696 $3,680 18
$3,079,432 $3,623 il
$6,960,360 $3,055 49
$24 677,640 $2 887 139
$6,369,784 $2,612 43
$4,302,768 $2.601 37
.............. $24]ix71*432' eereeennDLBBL s 130
$11,9B0,256 $2 549 96
$34,126,856 $2,541 201
$102,633,672 $2523 637
$254,116,416 $2,764 1561

]- SOURCE: DOE AND ‘ALASKA GOEGRAPI (IC DIFFERENTIAL STUDY

VALUE OF

VALUE OF

SPECIAL PROGRAN  SPECIAL PROGRAM

UNITS @842,184

$42,184
$126,552
$160,736
$84,368
$126,552
$210,920
$126,552
$84,368
$126,552
$126,552
$210,920
$168,736
$168,736
$337,472
$210,920
$210,920
$379,656
$464,024
$548,392
$548,392
$540,392
$1,813,912
$1,101,152
$759,312
$885,864
$2,067,016
$5,863,576
$1,813,912
$1,560,808
................ $5,483"920'
$4,049,664
$8,478,984
$26,871,200

$65,049,224

AID PER ADM

$781
$1,622
$1,740
$734
$1,100
$1,674
$1,055
$620
$867
$898
$1,343
$1,082
$907
$1,671
$986
$875
$1,002
$1,190
$1,216
$1,179
$919
$1,189
$1,023
$960
$1,042
$907
$686
$744
$944

S<rfTAT Vo tarTr o+
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TABLE 2B:

SCHOOL DISTRICT

ANCHORAGE
BRISTOL BAY
CORDOVA
CRAIG
DILLINGHAM
FAIRBANKS
GALENA
HAINES
HOONAH >
HYDAEIRG
JUNEAU
KAKE

KENAI
KETCHIKAN
KING COVE
KLAWOCK
KODIAK
MAT-SU
NENANA
NOME
NORTH SLOPE
NORTHWEST ARCTIC**
PELICAN
PETERSBURG
SAND POINT
SITKA
SKAGWAY
ST. MARY S
TANANA
UNALASKA
VALDEZ
WRANGELL
YAKUTAT

TOTAL

“ TRANSITION DISTRICT (REF: AS14.17.210)

ADM

40.674
21
390
166
465

13431
146
351
214

4,700
202
8,548
2,439
120
156
2,218
9,366
126
650
1.155
1,526

597
115
1,654
136
115

141
191
451
157

91,950

MAJOR REVENUE BY SOURCE FOR CITY/BOROUGH DISTRICTS

FY67 CITY/BOROUGH
APPROPRIATION
PER ADM

$1,561
$166
$1,603
$58
$215
$1,597
$34
$1,108
$47
$12
$1,755
$74
$2,129
$2,213
$83
$0
$967
$2,078
$397
$242
$11,156
$0
$259
$1,095
$870
$1,801
$353
$0
$26
$1,221
$5,16?
$1,193
$182

$1,756

STATE
FOUNDATION
PER ADM

$3,169
$8,950
$5,142
$7,265
$7,192
$3,599
$10,663
$5,917
$6,654
$8,97S
$3473
$7,692
$3,446
$3,529
$9,215
$7,507
$5,344
$2,96i"
$9,150
$7,153
$8,485
$7,755
$11,333
$4,054
$7,775
$3,768
$7,140
$10,949
$13,583
$8,245
$4,334
$4,609
$7,979

$3,706

PL.81-874  TOTALREVENUE

PER AOM  MAJOR SOURCES

PER ADM

$0.00 $4,730
$1268.13 $10,384
$30.38 $6,775
$178.51 $7,501
$860.22 $8,867
$3.72 $5,200
$2939.91 $13,637
$85.47 $7.111
$1146.29 $7,848
$0.00 $8,987
$7.66 $5,236
$2253.71 $10,020
$23.40 $5,598
$8.20 $5,750
$475.33 $9,773
$1661.92 $9,168
$116.93 $6,427
$0.00 $5,044
$47.62 $9,594
$94.12 $7,489
$5714.29 $25,355
$244457 $10,200
$0.00 $11,592
$8.38 $5,158
$0.00 $8,644
$72.55 $5,641
$0.00 $7,493
$1739.13 $12,688
$3005.81 $16,615
$1347.52 $10,820
$25.28 $9,527
$0.00 $6,002
$382.17 $8,543
$152.75 $5,615

SOURCE: DOE AND CRA



SCHOOL DISTRICT

ADAK

ALASKA GATEWAY
ALEUTIANS
ANNETTE ISLAND
BERING STRAITS
CHATHAM
CKUGACH
COPPERRIVER
DELTA GREELY
IDITAROD
KASHUNAMIUT
KUSPUK

LAKE AND PENISULA
LOWER KUSKOKWIM
LOWER YUKON
PRIBILOF ISLANDS
MAILBELT

| DUTHEAST ISLANDS
00UTHWEST
YUKON FLATS
YUKON KOYUKUK
YUPIT

TOTAL

ADM

607
516
07
413
1,233
306
129
575
1,084
399
166
408
370
2,675
1,286
169
357
458
486
317
596
285

12,982

CIWE e > >

FY87 STATE
FOUNDATION
ENTITLEMENT (EST)

$2,092,3.26
$3,559,313
$1,370,960
$1,366,767
$11,193 524
$1,970,021
$:,370,890
$3,038,705
$4,802,648
$4,134 454
$1,417,382
$3,644,698
$4,647,795
$23,996,368
§7,426,071
$1,019,221
$3,174,347
$2,952,223
$4,006,731
$4,935,528
§5,429,081
. $3,667,899

$102,216,958

PL. 81-874
FY87 ESTIMATED
REVENUE

$2,104,016
$775,872
$355,000
$1,639,104
$4,141,068
$964,156
$140,000
$135,000
$1,252,226
$1,038,030
$750,000
$1,440,106
$1,322;t308
$7,100,000
$5,413,552
$748,781
$100,000
$849,550
$2,155,859
$714,000
$1,721,696
$0

$34,860,024

Fowe Jvwillvio

MISCELLANEOUS
REVENUE: TOTAL
ALL SOURCES

$310,600
$347,205
$158,728
$101,721
$735,313
$44,000
$15,000
$501,000
$652,007
$166,537
$0
$261,496
$205,000
$402,441
$1,193,480
$50,000
$242,839
$416,821
$415,653
$168,000
$297,369
$60,000

$6,745,210

TOTAL r
REVENUE: ALL
SOURCES

$4,506,942
682,390
884,688
$3,107,592
$16,069,905
$2,978,177
$1.525,89c
$4,474,705
$6,706,881
$5,339,021
$2,167,382
$5,346,300
$6,174,803
$31,498,809
$14,033,103
$1,818,008
$3,517,186
$4,218,594
$6,778,243
$5,817,528
$7,448,146
$3,727,899

$143,822,192

TOTAL
REVENUE: ALL
SOURCES/ADM

$7,425
$9,074
$21,663'
$7,524
$13,033
$9,733
$11,829
$7,782
$6,187
$13,381
$13,057
$13,104
$16,689
$11,775
$10,912
$10,757
$9,852
59,211
$13,947
$15,431
$12,497
$13,080

$11,079

SOURCE: DOG
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TABLE 2A: DISTRICT RANKINGS BY MAJOR REVENUE SOURCES

SCHOOL DISTRICT ADM FY87 CITY/BOROUGH STATE P.L.81-874  TOTAL REVENUE
APPROPRIATION FOUNDATION PER ADM  MAJOR SOURCES
PER ADM PER ADN PER ADM
NORTH SLOPE 1,155 $11,158 $8,485 $5714.29 $25,355
TANANA 78 $26 $13,583 $3005.81 $16,6%5
GALENA 146 $34 $10,663 $2939.91 $13,637
ST. MARY'S 115 $0 $10,949 $1739.13 $12,688
PELICAN 54 $259 $11,333 $0.00 $11,592
UNALASKA 141 $1,227 $8,245 $1347.52 $10,820
BRISTOL BAY 241 $166 $8,950 $1268.13 $10,384
NORTHWEST ARCTIC* 1,526 $0 $7,755 $2444 57 $10,200
KAKE 202 $74 $7,692 $2253.71 $10,020
KING COVE 120 $83 $9,215 $475.33 $9,773
NENANA 126 $397 $9,150 $47.62 $9,594
VALDEZ 791 $5,169 $4,334 $25.28 $9,527
KLAWOCK 156 $0 $7 507 $1661.92 $9,168
HYDABURG 97 $12 $8,975 $0.00 $8,987
DILLINGHAM 465 $215 $7,792 $860.22 $8,867
SAND POINT 115 $870 $7,775 $*.00 $8,644
YAKUTAT 157 $182 $7.979 $382.17 $8,543
HOONAH 214 $47 $6,651" $1146.29 $7,848
CRAIG 166 $58 $7,265 $178.51 $7,501
SKAGWAY 136 $353 $7,140 $0.00 $7,493
NOME 850 $242 $7,153 $94.12 $7,489
HAINES 351 $1,108 $5,917 $85.47 $7,111
CORDOVA . 390 $1,603 $5,142 $30.38 $6,775
KODIAK 2,218 $967 $5,344 $116.93 $6,427
WRANGELL 451 $1,193 $4.809 $0.00 $6,002
KETCHIKAN 2,439 $2,213 $3,529 $8.20 $5,750
SITKA 1,654 $1,801 $3,768 $72.55 $5,641
KENAI 6,548 $2,129 $3,446 $23.40 $5,598
JUNEAU 4,700 $1,755 $3,473 57.68 $5,236
FAIRBANKS 13,431 $1,597 $3,599 $3.72 $5,200
PETERSBURG 597 $1,095 $4,054 $8.38 $5,158
MAT-SU 9,366 $2,078 $2,966 $0.00 $5,044
ANCHORAGE 40,674 $1,561 $3,169 $0.00 $4,730
TOTAL' 91,950 $1,756 $3,706 $152.75 $5,615
<<TRANSITION DISTRICT (REF: ASI4.17.210) 1 SOURCEDOE ANDCRA

H 1 ~ 1



COMPARISON OF SCHOOL DISTRICT AVERAGE SCHOOL DISTRICT
SALARIES AND SALARY SCHEDULES WITH ANCHORAGE - FY 85-86

DISTRICT SALARY ANCH SALARY

T&E SCHEDULE BASE BASED ACTUAL DIFFE

INDEX INDEX SALARY ON ANCH SALARY ENCE
Adak 1.412 1.072 26 078 36 822 44 673 1.21
Ak Gateway 1.425 1.093 26 078 37 161 45 549 1.23
Aleutians 1.413 1.235 26 078 36 848 51 466 1.40
Anchorage 1.598 1.000 26 078 41 673 41 673 1.00
Annette 1.384 1.000 26 078 36 092 41 673 1.15
Bering St 1.308 1.101 26 078 34 110 45 882 1 35
Bristol Bay 1.443 1.061 26 078 37 631 44 215 1.17
Chatham 1.446 0.894 26 078 37 709 37 255 .99
Chugach . 1.325 0.914 26 078 34 553 38 089 1.10
Copper River 1.518 1.204 26 078 39 586 50 174 1.27
Cordova 1.517 1.017 26 078 39 560 42 381 1.07
Craig 1.308 0.956 26 078 34 110 39 839 1.17
Delta 1.450 1.058 26 078 37 813 44 090 1.17
Dillingham 1.484 1.109 26 078 38 700 46 215 1.24
Fairbanks 1.484 1.040 26 078 38 699 43 340 1.12
Galena 1.428 1.193 26 078 37 239 49 716 1.34
Haines 1.541 1.022 26 078 39 482 42 590 1.08
Hoonah 1.462 1.026 26 078 38 126 42 756 1.12
Hydaburg 1.234 0.962 26 078 32 180 40 060 1.24
Iditarod 1.481 1.070 26 078 38 622 44 590 1.15
Juneau 1.609 1.063 26 078 41 959 44 298 x .06
Kake 1.324 0.958 26 078 34 527 39 922 1.16
Kenai 1.547 0.971 26 073 40 343 40 464 1.00
Ketchikan 1.513 1.010 26 078 39 456 42 090 1.07
King Cove 1.477 1.0n7 26 078 38 517 44 048 1.14
Klowock 1.377 0.951 26 078 35 909 39 510 1.10
Kodiak 1.448 1.020 26 078 37 761 42 5C6 1.13
Kuspuk 1.410 1.085 26 078 36 770 45 215 1.23
Lake & Penn 1.357 1.079 26 078 35 388 44 965 1.27
Lower
Kuskokwim 1.383 1.07C 26 078 36 065 44 923 1.25
Lower Yukon 1.398 1.222 26 078 36 457 50 924 1.40
Mat-Su 1.448 0.994 26 078 37 760 41 422 1.10
Nenana 1.483 1.015 26 078 38 682 42 298 1.09
Nome 1.524 1.151 26 078 39 743 47 966 1.21
North Slope 1.458 1.283 26 078 38 021 53 466 1.41
Northwest
Arctic 1.438 1.158 26 078 37 500 48 257 1.29
Pelican 1.535 * 0.941 26 078 40 029 39 214 .98
Petersburg 1.551 0.954 26 078 40 447 39 217 .97
Pribilof 1.538 1.149 26 078 40 108 47 882 1.19
Railbelt 1.491 1.020 26 078 38 882 42 506 1.09
Sand Point 1.388 1.113 26 078 36 197 46 382 1.28
Sitka 1.585 1.038 26 078 41 334 43 257 1.05
Skagway 1.407 0.965 26 078 36 692 40 214 1.10

exhibit



DISTRICT SALARY ANCH SALARY

T&E SCHEDULE BASE BASED ACTUAL DIFFER —
INDEX INDEX SALARY ON ANCH SALARY ENCE
Southeast )
Island 1.442 1.023 26,078 37,604 42,631 1.13
Southwest
Region 1.451 1.066 26,078 37,839 44,423 1.17
St. Mary"s 1.318 1.069 26,078 34,370 44,548 1.30
Tanana 1.430 1.111 26,078 37,292 46,299 1.24
Unalaska 1.541 1.095 26 078 40,186 45,632 1.14
Valdez 1.496 1.087 2b,078 39,013 45,299 1.16
Wrangell 1.585 0.950 26,078 41,334 39,589 .96
Yakutat 1.403 0.960 26,078 36,587 40,001 1.09
Yukon Flats «1.419 1.114 26,078 37,005 46,424 1.25
Yukon/ )
Koyukuk 1.237 1.069 26,078 35,127 44,548 1.26
2

Ejnr2.



SCHOOL DISTRICT

CITIES/BOROUGHS:
ANCHORAGE
BRISTOL BAY
CORDOVA
CRAIG
DILLINGHAM
FAIRBANKS
GALENA
HAINES
HOONAH
HYDABURG
JUNEAU
kake

KENAI
KETCHIKAN
KING COVE
KLAWOCK
KOOIAK
MAT-SU
NENANA
NOME

NORTH SLOPE
NORTHWEST ARCTIC
PELICAN
PETERSBURG
SAND POINT
SITKA
SKAGWAY
ST. MARY'S
TANANA
UNALASKA
VALDEZ
WRANGELL
YAKUTAT

BEAAS:

AQAK

ALASKA GATEWAY
ALEUTIANS
ANNETTE ISLAND
BERING STRAITS
CHATHAM
CHUGACH

COPPER RIVER
DaTA GREaY
IOITAROO
KASHUNAMIUT
KUSPUK

LAKE AND PENISULA
LOWER  JSKOKWIM
LOWER YUKON
PRIBILOF ISLANDS
RAILBELT
SOUTHEAST ISLANDS
SOUTHWEST
YUKON FLATS
YUKON KOYUKUK
YUPIIT

STATE FOUNIS.
AID PER
ADU

$3,088
$8,746
$5,054
$7,188
$7,694
$3,531
$10,583
$5,828
$6,605
$8,908
$3,406
$7,660
$3,361
$3,458
$9,113
$7,491
$5,274
$2,919
$9,079
$7,084
$8,230
$7,601
$11,163
$4,004
$7,541
$3,714
$5,973
$10,926
$13,473
$7,998
$4,203
$4,746
$7,929

$3,447
$8,898
$15,758
$3,309
$9,078
$6,438
$10,627
$6,676
$4,430
$10,362
$8,538
$8,933
$12,562
$8,971
$5,775
$8,031
$8,892
$6,446
$8,656
$13,092
$9,109
$12,870

ONE MILL
GENERATEN
PER ADU

$476
$421
$318
$201
$231
$352
$138
$278
$137
$138
$359
$60
$457
$371
$203
$37
$243
$290
$144
$178
$11750
$154
$218
$221
$649
$267
$434
$39
$151
$678
$2141
$241
$116

INSTRUCTION/L
UNFTALLOQT.

COSTOF
LIVING

ASM.17.056  DIFFERENTIALS

104*A
1551A
951A
1201A
1501A
1131A
1551
1121
1121
1041
1041
121
1041
1001
1401
1041
1351
1041
1251
1551
1751
1551
1101
901
1151
1041
801
1801
1401
L 1201
1151
901
1181

1251
1851
1451
1551
1281
1651
1601
1451
1501
1401
1751
1201
1051

951
1251
1401
1001
1651
1251
1081
1151

901

1001A
1291A
1111A
1021A
1291
1031
1291
1051
1051
1021
1031
981
1011
1021
1261
1021
1061
941
1291
1321
1441
1441
1051
981
1261
1011
1051
1261
1291
1261
1
981
1051

1261
1391
1291
1391
1291
1291
1291
132]]
1291
1261
1291
1261
1281
1261

PERCENTAGE
EQUALIZER

07.42994
97.72305
98.28228
98.91613
98.75047
98.09606
90.25575
98.49697
99.26166
99.25245
98.05796
99.67392
97.53099
07.99613
98.90154
99.79765
98.68941
98.43244
99.22371
99.03593
97.00000
90.16761
98.50010
08.77474
97.00000
98.55854
97.65409
90.79083
90.18555
97.00000
97.00000
90.69784
99.37571

100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000
100.00000



SCHOOL FINANCE LEGISLATION IN THE STATE OF WASHINGTON; 1977-1987

Governor Booth Gardner, the Washington legislature and top
Washington business leaders have made public schools and higher

education their top legislative priority for 1987.

To University of Washington political scientist Dave Olson
the remarkable thing about education in Washington is not the
financial difficulties since 1975, but the massive commitment
Washingtonians have made to education over the years.

After the 1976 superior court dec_sion on school funding
(that the state is responsible for 100% of the costs of a "basic
education”) and the 1977 legislative action to assume the
responsiblity for 100% financing, Washington moved toward the top
of states in percentage of state support. By 1986 Washington was
second in state support at 75.6%, a much higher level of support
than Oregon®s 27.9% (ldaho 1is 65.6%).

State and local school district before 1975 support for
schools had been generous, Washington had one of the top teacher
salary schedules in the nation; the fifth highest. Nearly all
schools had music, art and sports. A majority of students went
on to institutions of higher learning, probably the  highest
percentage in +he United States. In 1975 a property taxpayers
revolt caused this system of shared financial responsibility to
fall apart - the local taxpayers refused to pay their share.

Under the Washington state constitution, voters have to
annually approve any property tax mill levies for education - for
those ~costs not paid for by the state. Even though this
accounted for an average of 4-0% of the annual school expenditures
in the state, voters regularly approved of the levies, if not on
the first try, then on the second. The state constitution
requires a 60% vote for approval of any local share. If this
should be rejected, there could be a second election, but 60%
approval is required and at least 60% of the number voting at the
earlier election must vote at the second election. There 1s no
similar vote requirement for city and county programs, except for
bond approvals, so any impatience with the level of property
taxes can only be expressed by a vote against school funding.
(Washington does not have particularly heavy property taxes; it
ranks 32 out of 50 states; 1in 1975 it ranked about 28 out of 50.)

In 1975 Seattle schools lost two elections - and 4-0% of
their budget. This was accompanied by mill levy defeats in other
districts that affected 25% of Washington®s school children.
Seattle schools gave layoff notices to about a third of their
teachers. These were the younger teachers with the least tenure.

Music and art were terminated. Sports were to be eliminated.
The solution for sports was to give any teacher with a coaching
certificate priority over teachers with greater tenure. About

half of the laid off teachers were rehired when the 1976
legislature passed an emergency measure providing more money for



all school districts, but even with this aid some school
districts had been damaged for years. Seattle had one of the
most outstanding music programs in the country. This was gone

The Seattle school district sued the state claiming that the
state was not meeting its constitutional "paramount duty"” to
"make ample provisions for the -education of all <children."”
Reliance on special 60% vote levies did not provide stable
revenues for an "ample education". In 1977 Superior Court Judge
Robert Doran agreed with Seattle. Judge Doran ordered the state
to pay for schools through a regular and dependable source,
which, given the property tax [limitations of the state
constitution, could only be state funding. The 1977 legislature
immediately responded and passed major school funding reforms.
At this point Washington was on a different path than California
where the California Supreme Court looked, not at sources of
school funding, but at disparities in school expenditures among
school districts-disparities which made the opportunity for an
education a "function of the wealth of the child"s parents and
neighbors.”™ In 1974- the Northshore School District, a low wealth
district north of Seattle, vraised the disparity argument. The
Washington Supreme Court rejected the argument on the basis that
Northshore had.made an inadequate showing that the disparities
were so great as to affect a fundamental right. The Northshore
decision was unusually uncertain; the justices had stronger con—
victions after reading about crises in Washington schools in

1975.

In 1976 the average pupil-teacher ratio in Washington was
20:1. (This is misleading as principals, [librarians, speech
therapists and others who have teaching certificates are
included. The actual average 1in the classroom is probably about
26:1.) In addition there was an average of one ‘*“classified”
staff person (secretaries, custodians, bus drivers, lawyers,
etc.) for each three persons with a teacher®s degree. The state
passed a "Basic Education Act" under which the state would
provide sufficient funding to schools to provide for this average
level of staff. It also provided state funding for special
education, remedial and bilingual programs and transportation.

The legislature allowed school districts to tax themselves
an additional 10% to "enrich" their programs. Only state monies
could be used for teacher salaries, which meant that school
districts could not supposedly compete for teachers by paying
more. Teacher associations could not, as a practical matter,
negotiate separate contracts for pay. (The teachers associations
strongly opposed this feature added by the 1981 Legislature). As
a practical matter wealthier school districts do pay more partly
by paying for more days. Some districts had been raising more
than 10% of there budget from local sources. Districts some such
as Seattle, Bellevue and Mercer Island, all wealthy districts,
were allowed to exceed the 10% for an interim period.

In 1985 local support averaged 18% with Seat”le, Bellevue
and Mercer Island at about 30%. Under the 10% provision these

2
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levies were to be brought down to no more than 10% 1in any
district 1in three years. The "basic education” level of
education provided for in the 1977 Act had probably become sub-
basic in a school district such as Sunnyside near Yakima. There
the school board had never dared present a mill levy to the
voters. The district scraped by on the basic education grant
from the state. Sunnyside is one of the few Washington school
districts with a high minority population, mostly children of

farm workers.

By 1986 Washington education was relatively well funded.

But there was slippage. Teacher salaries, averaging $26,015,
formerly fifth highest in the United States, became eleventh and
were Tfalling. Washington ranked 4-7 out of 50 states in class

size (pupil-teacher ratio.)

Although Washington®s adult population 1is overwhelmingly
English speaking white, an increasing percentage of the school
children were minority students, many from one parent and poverty
level households. In 1970 the majority-minority ratio was 14:1,
by 1986 it was 6:1. In Seattle,. 84.% nonminority, minority school
children have increased from 24% of the school population in 1976
to 51% in 1986. With high birth rates among minority low income
parents, especially unmarried and teenager parents, the ratio was
projected to be 3:1 by 1995. The increasing number of children
from poverty Jlevel and single parent households means a
tremendous increase in children coming to school with severe
learning disabilities and difficulties in staying in school. The
dropout vrate in the predominantly Hispanic Sunnyvale School

District is 60%.

The Washington State Supreme Court never dealt squarely with
differences 1in district wealth and the affect of those differen—
ces on the quality of a school child™ education. In Kelso in
Southwestern Washington, taxpayers have to pay a tax rate of $89
per $100,000 in property value to raise $100 per child. Longview
taxpayers a few miles away only pay $33 per $100,000 to raise the
same amount. The big lumber mills and taxable wealth are in
Longview. It is easier to pass mill levies in a wealthy district
than in a poor district; 1in fact, if the district is poor enough

it is pointless to try.

The level of understanding of education issues is unique in

Washington. The Washington Roundtable, comprised of
representatives of the top businesses of the state, has analyzed
education asits first order of business and has made well
publicized recommendations remarkably free from any partisan or
"pro-business™ low tax bias. The Citizens Education Center
Northwest in Seattle continuously educated and informs. The

level of competence among legislative staffs is high.

There isa consensus that more needs to oespent on public
education - in the range of $300 to $500 million over a two year
period - a 4--5% increase in the state®s 1986 $4*5 billion budget.
With an additional $220 million added in for higher education,
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this would result in a 5-6% increase. There 1s no consensus as
to where the money should come from. Education advocates
instinctively denounce the overuse of sales tax (one of the
highest in the country), underuse of the property tax (state
constitutional problems here) and, above all, the absence of an
income tax. The Washington Roundtable has not taken a position
on sources, but it is expected to do so.

Very possibly any increase in education funding will depend
on extending the sales tax to services of barbers, lawyers,
engineers and doctors plus a sales tax on gasoline (Gardner lost
resoundingly on a gas tax proposal in 1985).

What should the priorities be?

For State School Superintendent Frank B. Brouillet, and many
others, it is the pupil-teacher ratio. Brouillet wants to reduce
it from 1:20 to about 1:19: (This means that the actual number of
children in the average classroom would go down from about 1:26
to 1:25-) There 1is a consensus that this i1s a top priority.
Governor Gardner proposes that this be pared down to more
teachers for just grades 1-3, where demands on elementary school
teachers are considered greater and where Gardner believes
educators can make the most difference.

Property tax equalization is recognized as a goal so that
children in areas with low property valuations (Kelso, Sunnyside)
do not suffer compared with those in richer districts. Most,
probably school districts with below average wealth would receive
payments from the state to bring their expenditures up to the
level of the average district, but not to the level in Seattle"s
affluent suburbs. In other states this is the school finance
issue the courts and legislature spend their time on.

There is a strong social aspect to Governor Gardner-"s

approach to educational reform. Gardner has focused on the
single parent, the pregnant teenager and the poverty level
family. Gardner®s proposals start before birth with a proposed

prenatal care and continue after birth with a nutritional and
infant-tracking program, a doubled head start program (Jules
Sugarman, Gardner®s Director of Health and Social Services, was
the originator of the federal Head Start Program 1in 1964.),
reducing class sizes from kindergarten through third grade on the
basis that additional effort for slow or troubled learners will
have the greatest impact in these formative years, more money to
schools with high dropout rates to retrieve students and more
state aid for drug and alcohol abuse prevention classes.

Governor Gardner irritated the teachers associations with a
proposal that the wundergraduate teaching degree be scrapped.
Instead student teachers would go through a two year master®"s
program, with half that time devoted to practice teaching under
higher paid "mentor"™ teachers and principals.

A



Gardner, in pursuing his "Schools for the 21st Century" has
many more proposals for breaking from tradition. He wants 20
schools to apply for "21st Century Schools™ for a chance to
redesign what they are doing without regard to present state or
local rules or union contracts for five years. These
experimental schools would then have access to private foundation

resource teams.

Washingtonians take pride in their institutions of higher
learning, particularly the University of Washington in Seattle
and Washington State University in Eastern Washington.

In 1986 220,000 students were attending college, about 3.5%
of the state®s populatirn. The U.S. average is 2.9%« 53% of the
students were in two year colleges, a little higher percentage
than in other Pacific states and a muei higher percentage than

.the U.S. average (38%).

Political scientist David Olson, in referring to
Washingtonians "massive commitment to education”™ hedged when it
came to funding of "elite"” institutions, e.g. a top ranked
University of Washington. Olson said that a democratic spirit
tends to make higher education available to greater number but

with a tendency to level down.

The colleges began to feel a pinch in the late 1970"s during
Dixie Lee Ray"s administration. State appropriations did not
keep up with the enrollment increases. Deep cuts came quickly in
the sharp recession of the early 1980°"s. In 31 months there were
five cuts in higher education for a total 30% cut.

Younger nontenured professorj were laid off. Whole
departments were folded, Jleaving tenured professors without
students. Undergraduate class sizes routinely went up from 40-50
students to 200 students. There were salary increases for
faculty, but less than inflation. By 1986 the average University
of Washington salary was $38,363 and the average Washington State
salary $33,906, about 18% less than that at "peer" institutions
such as California, Michigan and I1llinois. The president of the
University of Washington said that the university would not
recover until the end of the century. The university, ranked for
decades as a top ranked university, had slipped into a second

rate status.

The baby boom passed. College age persons in Washington
decreased from 480,000 in 1980 to 400,000 in 1986. This brought
some relief. By 1985 Washington was out of the recession.

The Washington Roundtable in its June 1986 report noted that
"state"s current spending on higher education is on a par with
that of comparable states and systems™ and that "Even though
recent increases have Dbeen less in Washington, we (the
Roundtable) do not recommend increases in funding.”™ Instead the
Roundtable made seventeen vrecommendations to vrestructure and
focus the mission of the mar.y higher education institutions and



programs. This included increasing minimum admission standards
for four year institutions and improving the quality of
undergraduate education.

The Washington Roundtable in a draft report had recommended
targeting of higher dollar expenditures to research institutions.
"Having our research institutions continue to fall behind their

peers will damage these engines of economic growth.™ The council
was stung by complaints chat this was a call for cuts 1in
community college funding claiming that their draft

recommendations had been misunderstood.

Gardner®s plan called for the state to spend an extra $152
million in two years to raise professors salaries as much as 18%
to reach pay levels at "peer™ institutions - this to stop the
"brain drain”™ of professors taking better jobs elsewhere.

The Washington Roundtable refers to the "growing number of
states where higher education institutions have played a critical
role in economic innovation and adaption by business and
workers.”™ Both the Roundtable and Gardner see the university as
encouraging 1innovation in Washington businesses and educating
persons with entrepreneurial and other skills to man new
businesses - a role similar to Harvard, MIT and the many other
institutions 1in Boston®"s high tech belt or Stanford and the other
Bay area universities near California®s Silicon Valley.
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CHAPTER 28A.35—KINDERGARTENS *;
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CHAPTER 28A4fti—PERMANENT COMMON SCHOOL
FUND-COMMON SCHOOL CONSTRUCTION FUND .

28A.40.100. Common scho?l consltruition fund—Sources—Uses—Ex-
cess moneys In, avalability, repayment

Cross References . 1. 'l
State school fund, transfer%o tiae com-. . .
Fwn school  construction fund, see S
43.79.425,

* CHAPTER 28A41—STATE GENERAL FUND SUPPORT TO
PUBLIC SCHOOLS—SCHOOL DISTRICT
REIMBURSEMENT PROGRAMS

(Formerly: Current Slate School Fund—School District
Reimbursement Programs)

28A.41.05G.  Appartionment factors to be based on eurrent figures—
‘ %ﬂes am regu?atloons g

ministrative eferences
seqn general, see WAC 392-121-100 et
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From those funds made available by the legislature for the current use
of the common schools, the superiritendent” of public instruction shall
distribute annuall¥, as provided in RCW 28A.48.010 to each school district
of the state operating a program approved by the state board of t _ nation
an amount which, when combined with an” appropriate portion j, such
locally available revenues, other than recelRots from federal forest révenues
distributed to school districts pursuant to RCW 28A.02.300 and 28A.02.310,
as the superintendent of public instruction may deem appropriate for
consideration In computing state equalisation support, excluding excess
proRerty tax levies, will constitute a basic education allocation in dollars for
rach annual average full time equivalent student enrolled, based upon one
full school year of"one hundred eighty days, except that for .kmdergz,artens
one full school year shall be one hungzrled eighty half days of instruction, or

COMMON SCHOOL PROVISIONS 28A41.130

the edqtéivalent as provided in RCW 28A58.754, aa now or hereafter
amended.

Basic education shall be considered to be fully funded by those amounts
ollars approprlated by the legislature pursuant to RCW 28A.41.130 and

of d
28A 41,140 "to fund those_Rro%ram requnements, |dentified in RCW
%gﬁ.68.754 In accordance with the formula and ratios provided in RCW

Operation of a pro?ram approved by the state board of education, for the
purposes of this section, shall include a finding that the ratio of students
Per classroom teacher in grades kindergarten through three is not greater
han the ratio of sbudenés&)er classroom teacher in grades four and ahove
for such district; Proviaed, That for the purposes of this section, "class-
room teacher" shall be defined as an instructional employee possessing at
least a provisional certificate, but not necessarily employed as a certificated

duty is the daily "educational instruction of

employee, whase primar
-stuger¥ts: Pr0V|deedpfrurt ér, That the state board of education shall adopt

rules and re?ulatlons to insure compliance with the student/teacher ratio
provisions of this section, and such rules and regulations shall allow for
exemptions for those special programs and/or school districts which may
be deemed unable to practicably’ meet the student/teachcr ratlg reqalr -
fme ts of this section br virtue 0f a small number of students: Provide

urtner, That these rules and re%ulatlons shall provide that any district
that has a ratio of no greater than twenty-five students Per classroom
%ﬁachert{n grades kindergarten through three shall be in conformance with

is section.

If b_school district's basic education Rpro ram fails to meet the hasic
education requirements enumerated in RCW 28A.41.130, 28A.41.140 and
28A 58,754, the state board of education shall require the superintendent of
public instruction to withhold state funds_in whole or in palst for the basic
education allocation until program compliance is assured: Provided, That
the stale board of education may waive this requirement in the event of
substantial lack of classroom space. .

This section shall be effective September 1, 1982,

Amended by Laws 1982, ch. 168, | 2; Lawi 1982, ch. 158, § 3, eff. Sept 1, 1982,
Laws 1983, ch. S,i 30 :

Amendments, Laws 1982, eh. lent as ﬁrovided In RC 8(\.5&.754, S

158, mending the section as last now or hereafter amendeg” fof 'm
ended by Laws 1979, Ex.Sess., ch. ninety  days as provi eﬁ C

50, (2, In"Uwo Introdyctory paragraph, 28A.58.180°: and daded the ldst para-
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s u [ - | iv -
i s,ofams ruction, or eequ%a nta  tember | {bas?a P

m
In RCW 78A.58 764, as T he middl
Rrer\élgﬁgr ra]me%de : fosr8 m%y Gannewl of’igjfﬁgr\qepq%%%h( a4 %E?tt}teednr]ggr?

, dAdiIde% aYrRrCthgﬁ‘ﬁ 180, €nce oW IZE?AhOZs(%O Rgr\lﬁ
a"’rﬁ.seau&@j S e Ao fo ¢ eence

* on TEN ! _ .
T h e RN oY ot
Sﬁc |0§1a 51 amﬁnded bg Laws 19807

ch. 154, T 12 In the Intro uctogepara Crass References . zrvefun ds

raph, in the exception neay t
g%%gtétuted "shafﬁ)g one hundre «affect on hasic education aliocation, see
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‘end, ggstrlbutl n-of forest.
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~ Notes 0f DecUlon*" ... " King County v. State (1982) 97 Wash.2d
Injunction 4 634, 647 P.2d 25,

N Rules and reful*ti*f»» -,

_ Notwithstanding thst school district
i . mad adrsnce notice that Superintendent
4. Injunction of Public Instruction intened to deduet
School district and others drd not «s from drstrrcts allocation of state hasic
Ublish prereqursrtes for Inrunctron re* educatron funds, revenue recelved by
strarnrng egovernor from enforcing excc-  school drstrrgt from timber sale from
utlve ordeér Instituting across-thé-board  county-owned tax title parcel, Superin-
expenditure reduction”program to meet tendent was, required_to adopt a rule
state’s trnancral cnsrs where, although un eéi Admrnrstratrve Procedure Act
etrtroners ad rr% ht Jo ample rovrsron 2 auth orrsrn% that specific do-
r educatjon, th y d not show that uctlon fore doing S0, and postdeduc-
t eP/ had dear legal right to particular tion rule_ identi yrng the geduction was
dolfar amount o unr?rn QPer Bra- not suffrcrenf to ure the defrcrencg
chtenbach, CJ., with thre2 Jutlges con- Qcosta School Dlat No. 172 v. Brouillét
curving.) Seattle School DIst No. Tof (1984) 38 Wash.App. 785, 089 P.2d 1882,

Rules and regulations 5 «
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1)88 Amendment Added the last
three sentences In the aeeDon.

di f£.VIrl 1ttt L
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28A.41.140

1)8} Amendment. In Die lut pan*
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Amended by Laws 1986, chr | 89, A" e

19?8 Amendment Near tge end ot oo ]
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prorects fund" for* burrdrng fund”,

28A41143 [Defrnrgron*—EnroIImePt of r[rart "time students authors'*
ermbvrsement a—Funding authority recog
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i arrr;ad 0 L g
o T B SR P
Amenckd by Laws 1986, ch 41, | 5 1
1986 Amenomet In ﬁefrnrtron of  Administrative Code References

ivate schoo ent", following "'in a
PFr)rrvateg §e o te fivate secirian” [N general, see WAC 202-134-001 et
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28AALIfIO, Retrlrgrnbsursement for transportation coat*—Method—Limita-

Administrative Code References
)t’tln general, See WAC 392-141-006 et
.

28A.41.162. Addrtronal rogram* for which legislative appropriations
must or nﬁ)ay emaé Y PPrep

In addrtron to those state funds rovrde toshool dr trrcts for basic
educatr f t
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:I-

I’O ra rn U an rur
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Amended by Laws 1982, 1st Ex-Sess., ch. 24, | L

Effechve dage—Laws 1983 tf Iﬁ . Person or circumstance is held Invalid,
Sections 2 an t he remainder of the act or the applica-
PRt b s ki
Ircumstances_is ws

198241| S-] ections 2 and 8 of Laws 198y 15t ExcSess. ch, 24, [ 7J" This
B Gh 24 e codfed g gplres o S 2R LI 8441500,

J} 2 Boin ff D sl {8 23A.41625, the sectron noted following
”b%f'”g aecDons are effecDve July l 1,620, and the repeal of section
S, chapter 265 Lats of 1061 (uncoci-

F]acral and disadvantaged pro-

er special programs.

tence, su strtute "this e rer for a
reference to "RCW 28A Report of Iegrslature relating to stu-

Severabrlrty—Laws 1982 lst Ex. dent transporfation allocation—Laws
Best* eh. 247 "If any provision of this ' 1982, 1st Ex.Sess., ch. 24: See Historical

amendatory act or Its application to any * Note following ( 28A.41.620.
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ment under the provision? of 16 U. crelion of the Iegislgture, 0 !oryt» ?
CA. 1500asa contnb%tlon In |ITU th% funds are FS d for either puhle
of taxes, Is @ matter within the dft-  schools or public roads or both. It £

28A.41.140  Annual basic education allocation of funds \
coi-ding to average FTE student enrollment
—Procedure to determine distribution form-
ula—Submittal to legisla’  —Enroliment. «
FTE student, certifies id classified *r
;taff, defined— Minimum contact classrooe am
ours

. The hasic education allocation for each annual average ful
time FquLvaIent student shall be determined in accordance wilk ss
the following procedures:

. Thegovernor shall and the_superintendent of public insin» 3
tion mayrecommend tg the legislature a formula based onnre- W
tio of students to staff for the distribution of a hasic education fv
allocation for each annual average full time equivalent studcrt
enrolled in a common school. The distribution formula sh«! A
have the primary objective of equalizing educatignal o?portu_ne U
ties and shall provide appropriate recogmtlon of the follouir™ o
costs among the various districts within the state:

(1) Certificated staffand their related costs;

(2) Classified staffand their related costs;
(3) Nonsalary cost3;

4? Extraordinary costs of remote and necessary schools aai
small high schools; and ]

((15% The attendance of students pursuant to RCW 28A58.[7S p'
and 28A,58.245, each as now or hereafter amended, who do nrt
reside within the servicing school district, 't

This formula for distribution of basic education funds shall t# -
reviewed biennially by the superintendent and governor. ‘R*
recommended formula shall be subject to approval, amendment ?
or rejection by the qulslature. Commencing with the IfISKM| $
school year, the formula adopted by the legiSlature shall refSftf
a ratio"of not less than fifty certificated pen onnel to one the}-
sand annual average full time equivalent students and one clack.
fied person to three certificated personnel. In the event the k*-
Islature rejects the distribution formula recommended by it»\
governor, without adopting a new distribution formula, the df»

GENERAL FUND supporT 28A.41.140

tribulion formula_for the previous. school year shall remain In
effect: provided, That the distribution formula developed pursu-
It to this section shall be for state apportionment and equaliza-
tion purposes only and shall not be construed as mandating spe-
cific operational “functions of local school districts other™than
those program requirements identified In RCW 28A.58.754.  The
enrollment of any district shall be the annual average number of
full time equivalént students and part time students as provided
In RCW 28A.41.145, as now or hereafter amended, enrolled, on
the first school day of each month. The definition of full time
equivalent student shall be determined by rules and requlations
of the superintendent of public instruction: provided, That the
definition shall be included as part of the superintendent's
biennial budget request. provided, further, That any revision of
the present definition shall not take effect until approved by the
house aPproprlatlons committee and the senate ways and means
COMMIttEE: Provided, further, 1hat the office of financial man-
ai"ment shall make a monthly review of the superintendent’s re-
ported full time equivalent students in the common schools in
conjunction with RCW 43.62.050.
. Certificated staff shall include those persons employed by a
jchool district in a teaching, instructional, educational staff asso-
Ciate, learning resources specialist, administrative or supervisory
capacity and who hold positions as certificated employees as de-
fined under RCW 28A.01.130, as now or hereafter amended, and
every school district superintendent, and any person hired in any
maniner to fill a position deS|gnated as, or which Is in fact, that
tf deputy superintendent or assistant superintendent; provided,
That "in“exceptional cases, people of unusual competence but
without certification ma){ teach students so leng as a certificated
rSon EXErCISES general SUPEIVISION: Provided, further, That
S0 hiring of such noncertificated people shall not occur during a
abor dispute and such noncertificated people shall not be hifed
la replace certificated employees during a labor dispute. Each
innual average full time equivalent certificated classroom teach-
tr's direct classroom contact hours shall average at least twen-
ty-five hours per week. Direct classroom contact hours shall be
exclusive of time required to be spent for preparation, confer-
erxcs, or any other nonclassroom instruction duties. Up to two
hundred minutes per week may be deducted from the twenty-
Gve contact hour requirement,” at the discretion of the schaol
district board of directors, to accommodate authorized
ttacher/parent-guardian conferences, recess, passing time be-
bifen classes, and informal instructional activity.
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Basic Education Act

This law was passed in 1977 lo comply with the state con-
stitutional mandate that the state must make “"ample provision”
for education and must do so on a "general and uniform" basis.
_ The Basic Education Act defines a minimum program of educa-
tion that each school district must offer (but not that each stu-
dent must take) in order to qualify for state funds. It also
establishes a funding formula to distribute these funds to districts
equitably. The law describes what the state legislature means by
"full funding" of basic education.

There are four main parts.

A. DEFINITION OF BASIC EDUCATION

The law defines the broad basic- and work-skill courses that
constitute a program of basic education. o
Basic Skills; reading, language arts, math, social studies, science,
music, art, health, physical education, and foreign languages.
Work Skills: industrial arts, home and family life, business and
office, _a?ncultural, vocational, health occupation* trade and
industrial, technical, and career education courses within the
basic skills areas that have job application, such as graphic arts
and l?urnallsm. !

Other courses not identified as basic or work skills are con-
sidered electives. _ _

School districts are required to offer certain percentages of these
courses in elementary, junior h'ﬂh’ and high school, or state funds
may be withheld. Minimum hours of instruction per year for
various grade levels are prescribed that, in turn, establish a
minimum length for the school day. In addition, a school year
must be a minimum of 180 days.

Grade  Courses a District Length of
Level Must Offer* School Day
K 100% Basic (B) 2.5 Hours
13 95% B; 5% Elective (E) 5.0 Hours
4-6 90% B; 10% E 5.5 Hours
7-0 85% B; 10% Work QN); 5% E 5.5 Hours
9-12 60% B; 20% W; 20% E 6.0 Hours

*Districts may deviate from the course percentages by up to 5 percent. Handi-
capped. vocational-technical, and state institution programs are exempt from
the course requirements.

R FUNDING FORMULA

The funding formula describes how the state will pay for this
program of education. Its purpose is to distribute money equitably
among districts for hasic education. The formula does not dic-
tate how districts should spend the money they receive or how
they should staff their schools, although districts are restricted
from using money from any source to support salary increases
beyond the salary lid as prescribed by the state.

Each biennium, the governor recommends to the legislature,
which has final approval, a staff-student ratio that becomes the
basis of a formula for distributing money to local districts. That
forrtnula must recognize at least the following basic education
Costs:

1. Salary costs for:
+ 1 certificated staff member for every 20 full-time
equivalent students (or 50:1000), and
* 1 classified staff member for every 3 certificated
staff members. _
2. Nonsalary costs, such as books, supplies, heat, and
electricity (called NERCS: non-employee related costs).
3. Extra costs of smallschools. _
4. Extra costs of students from districts without high schools.

Certificated staP are: teachers, librarian* principals, counselors,
nurses, central office administrators, superintendent* and others
who hold teaching certificates.

Classified staff are: secretaries, custodians, bus drivers, lawyers,
lunchroom workers, accountants, computer programmers, and
others without teaching certificates.

Each classroom teacher is to teach for an average of 25 hours
per week. Up to 200 minutes a week may be subtracted from
this teaching time for other activities, including conferences,
recess, and passing time between classes. In addition, a teacher
working on a local district's plan for excellence may be exempted
from the average instructional time requirement.



C. CATEGORICAL PROGRAMS

The following special programs have also been defined as part
of a basic education program as a result of court interpretations,
(Doran II, April 1983). They are funded separately from the fund-
Ing formula described above but are also included within the
state's constitutional obligation.

1. TRANSPORTATION—The state has allocated funds to
school districts to cover the operating costs of transporting eligi-
ble students to and from school. For students to qualify for this
state-funded transportation, they must live at or outside of a one-
mile radius surrounding the school. Students living within this
radius may receive state-funded "ransportation if their route to
school is deemed hazardous according to state criteria.

State funding for transportation shall also cover the costs of
buying buses.

2. HANDICAPPED—The state assumes responsibility for pro-
viding an appropriate education for handicapped students be-
tween the ages of three and twenty-one.

Definitions:

a) Handicapped student One who is temporarily or per-
manently retarded in normal educational process by reason of
a Rhysmal or mental handicap, an emotional maladjustment or
other handicap, or who has specific learning and language
disabilities.

b) An appropriate education: One directed to the unique
needs, abilities, and limitations of a handicapped student.

In order to be included within this program, the student must
meet certain ellglblhty criteria for one of the following handicaps:
developmental™ delayed; orthopedically impaired; health im-
paired: deaf; hard of hearing; visually handicapped; deaf-blind;
m_entallg retarded; behaviorally disordered; specific leaming
disabled; multihandicapped; and communication disordered.
Funding for handicapped programs is based upon the severity
of the handicap. o .

The state also requires school districts to provide preschool
education programs for handicapped three- and four-year-olds.

3. BILINGUAL—In 1984, the Transitional Bilingual Instruction
Act that had been passed In 1979 was defined as part of basic
education and thereby guaranteed funding. S
_The law sets forth definitions and procedures for providing bi-
lingual instruction to eligible students. The objective is compe-
tency in English.

Definitions:

a) Transitional bilingual instruction: A way of teaching that
uses two languages, one of which is En%llsh, to enable eligible
students to achieve competency in English. _

b) Alternative instruction program: Programs such as English
as a Second Language (ESL) or Immersion which may be used
when_bilingual education Is not practicable.

¢) Eligible student One whose pnma_ry language is other than
English and whose English language skills are such as to impair
learning when taught only in English.

Every school district's board of directors shall:

1. Make bilingual instruction available to eligible students.

2. Appoint an advisory committee of citizens, including
parents of eligible students, teachers, and other staff _

3. tAttempt, where feasible, to communicate bilingually with
parents. _

4. Determine eligible students through annual testing.

5. Provide in-service training to staff

Bilin(]q_ual instruction is limited in most cases to three years for
each eligible student.

4, REMEDIATION—The state provides for small remedial tutor-
ing sessions (5 students or fewer) through its Remediation
Assistance Program (RAF(? to help students in grades two through
six who are behind grade level in reading, math, and language
arts. At least 50 percent of the funds spent on the Progra_m shall
Pe _sipent at schools with high concentrations of low-income
amilies.

To determine the number of eligible students in each district,
the ﬁercentage of children who score in the lowest 25 percent
of the statewide basic skills test (gflven in the 4th grade’)1 IS
mulitplied by the total number of children in grades 2 through 6.

The number of eligible students multiplied by $337 (1985 dollar
amount) determines the total funding each district is to receive.
Eligible students may be placed in an approved remediation pro-
gram hased on local tests.

Remediation programs have also been funded for grades seven
|through nine although those grades are not covered in the RAP
aw.

5. OTHER PROGRAMS—There is no obliﬂation for the state
to fund other programs not covered under the Basic Education
Act. The state may (or may not) pay for extra costs of urban
districts, enrollment fluctuations, vocational-tec'inical institutes
compensatory programs, gifted programs, or other specia
programs.



EXHIBIT H

IN

EXCERPTS FROM U.S. DEPARTMENT OF EDUCATION RANKING OF STATES
EDUCATION-WESTERN STATES
(Ranking shown in parentheses)
Education Expenditure Test Average Per Capita
expenditure as pet of scores teacher income
per pupil Income ACT salary
per capita (28 states)
(1984-) (1984) SAT (1985) (1984)
(22 states)
(1985)
Alaska $8627 37.3 (20)ACT 39,751 17,487(1)
(1) ) 17.6 @)
Wyoming $4523 37.0 (7)ACT 26,398 12,224(28)
%) &) 19-4 (7)
Oregon $3677 31.7 (2)SAT 24,378 11,611(34)
(10) ) 928 (18)
Montana $3604 34-2 (6)ACT 21 ,705 10,546(41)
(13) (@) 19-5 27)
Washington $3465 27.1 . 25,610 12,792(19)
(16) (16) (10)
Colorado $3373 24-4 (4H)ACT 24,454 13,847(9)
(18) (27) 19.7 (16)
Hawai i $3334 25.6 (20)SAT 24,628 13,042(17)
(19 (20) 837 (13)
California $2963 20.5 (9)SAT 27,410 14,487(6)
(28) (48) 904 )
New Mexico $2928 28.5 (23)ACT 22,064 10,262(44)
(30) (12) 17.5 (26)
Arizona $2751 23.2 (16)ACT 23,380 11 ,841(31)
(35) (35) 18.7 (20)
Nevada $2690 20.2 (17)ACT 22,520 15,320(12)
(39) (50) 18.5 (25)
ldaho $2181 21.6 (14)ACT 20,033 10,092(46)
(47 (43) 18.8 (40)
Utah $2053 *21 1 (11)ACT 21,170 9,733(49)
(51) (46) 18.9 (29)
Rankings are in parentheses. Fourteen 1is average for the ACT
test given in 28 states. Eleven is average for the SAT test
given in 22 states. Oregon and Colorado are noticeably higher.
Alaska, Hawaii, New Mexico, and Nevada are noticeably Ilow.

Washington gives neither test,

EEX"hIhIT

1

Hy p.

but should be similar to Oregon.
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NEWS RELEA

SE
SUBJECT; EFFECT OF GOVERNOR COWPBR'S BUDGET ON THE KENAI
PENINSULA BOROUGH

Borough taxpayers should expect a tax increase if the recently
announced budget proposal by Governor Cowper is passed. The
Governor®"s budget will reduce Borough revenues primarily in the
area of Revenue Sharing, Municipal Assistance, and Debt: Service
Reimbursement.

Debt service reimbursement on debt incurred for school
construction is to be reduce to 70% of the entitlement. This
means that the State will be reimbursing the Borough for 56% of
expenditures made on the $83,575 million in bonds which were
approved by the voters in 1985. These bonds are eligible for up
to an 80% reimbursement rate. This reduction in the funding for
debt service reimbursement will cost the Borough taxpayers
$6,442,612, or about 2 mills in fiscal year 1988. Taxpayers will
be paying over 3.5 mills for school debt service alone in FY88.

The State municipal assistance program, currently funded at
$65,858,500, has been reduced 19% from the 1986 level of
$81,306,800. This program is expected to contribute $2,500,000
to the Borough general fund in fiscal year 1987. The Governor's
proposed 1988 budget would further reduce this program by 20%,
which would reduce Borough revenues. by..$500,000.-- -

The State revenue sharing program has also been cut about 20%
from the 1986 level. The Borough general fund is expected to
receive $744,000 from this program. The total share for the
Borough and servioo areas i3 expected to be $2,473,000. The
Governor®"s proposed 1988 budget would further reduce this progranm
by 20% which would reduce general fund revenue by about $149,000
and the Borough in total by $495,000.

The total revenue loss to the Borough general fund would be about
$7,100,000 and the service areas would lose another $455,000.
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BILL NO: SB 51 DATE: 1/26/87

TITLE: "An Act relating to alchol." CONTACT: Maj. Walter J. Gilmour

Acting Director

The Division of Alaska State Troopers supports passage of this
legislation.

This legislation changes the current statute to reflect a concern over
continuing violations over local option laws by making violators
subject to a class C felony, regardless of previous convictions or age
of the perpetrator.

Although no additional enforcement effort is anticipated as a result
of the passage of this legislation, it will provide a stronger
disincentive to violate the local option elections.

WILCIAM R. NIX
Acting Commissioner

Rosrtaan Peper
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Senator Johne Binkley

Alaska State Senate

P.0. Box V « Juneau, Alaska 99811 « (907) 465-4985
Finance Committee

Co-Chairman

MEMORANDUM March 11, 1987

TO:  Senator Paul Fischer, Chairman _
Health, Education, and Social Services Committee

FROM:  Senator Johne Binkley
RE:  Senate Bill 51 - "An Act relating to alcohol."

Bogtlegging in communities where there is a restriction on alcohol is a
serious crime.  Communities that have adopted a local option law
reco?mze how serious alcohol problems are and how devasting these
problfems are to their community. Community police and public safety
officers work very hard and at "great expensé fo apprehend and convict
bootleggers. Under current law, most offenders are charged with a
Class A" Misdemeanor. The District Attorney in Bethel estimates that
two dozen misdemeanor cases are referred to his department each year
and two_or three felony cases. This Dbill would raise the penalty “for
bootlegging in a local option area to a Class C Felony.

Current Law

Under current law the person would be charged with the misdemeanor
offense unless the following circumstances were present:

*the person had been previously convicted of bootlegging
*the sale was made to a minor N
*the quantity of the sale was of a specified amount
12 liters. or more of distilled spirits
,&a little more than 17 quarts)
4 liters or more of wine
(about 6£ gallons)
5 liters or more of malt beverages
(approximately six cases)

If any of the above circumstances have occurred the person is charged
with the felony offense.



il

Senator Paul Fischer
March 11, 1987
Page 2

Penalties

A Class A Mlsdemeanor carries a maximum_jail term of one Year and a
fine of up to $1,000.  Typical sentences in the Bethel courts are 30- 90
days with a flne double the value of the alcohol involved.

A Class C Felony carries a meximum jail term of five years and a fine
of up to $5,000 “(for the first conviction). A second “Class C Felony"

charge also carries a two year presumptive term.

Commun|t|es in my district feel strongly that the stiffer penalty will be
a greater detererit to the bootlegger. = Under present law when the
bootleg%er is caught and charged with the Class A Midemeanor, he is
educated in how ‘the legal system works: he learns  to |mprove hs
system, and how not to get cau ht. Bootl e?hlng in a local option
community 1S a serious crime. increasing enalties to the more
serious Class C Felony char(t)e We will send a clear message to those

who would break the faw thal lawbreaking will not be tolerdted.
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Senator Johne Binkley

Alaska State Senate

P.0. Box V.« Juneau, Alaska 99811 « (907)465-4985
Finance Committee

Co-Chairman

MEMORANDUM March 11, 1987

TO:  Senator Paul Fischer, Chairman ,
Health, Education, and Social Services Committee

FROM:  Senator Johne Binkley
RE:  Senate Bill 51 - "An Act relating to alcohol."

Bogtlegging in communities where there is a restriction on alcohol is a
serious crime.  Communijties that have adopted a local option law

reco?mze how serious alcohol problems are ‘and how devasting these

probfems are to their community. Community police and public safety
officers work very hard and at "great expensé to apprehend and convict
bootleggers. ~ Under current law, most offenders are charged with a
Class A" Misdemeanor. The District Attorney in Bethel esfimates that
two dozen misdemeanor cases are referred to his department each year

and two_or three felony cases. This hill would raise the penalty “for
bootlegging in a local option area to a Class C Felony.

Current Law

Under current law the person would be charged with the misdemeanor
offense unless the following circumstances were present.

*the person had been previously convicted of bootlegging
*the sale was made to a minor .
*the quantity of the sale was of a specified amount

-12 liters, or more of distilled spirits

,&a little more than, 17 quarts)

-24 liters or more of wine
_gabout 61 gallons)
-45 liters or more of malt beverages

(approximately six cases)

If any of the above circumstances have occurred the person is charged
with te* feiony offense.
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CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No.  $8B5L

This bill amends AS 04.16.200(b) by reclassifying the illegal
sale of alcoholic beverages from a class A misdemeanor to a class C
felony.

A total of 45 such violations were referred to the department
last year for prosecution. About one-half of those reported violations
occurred in the Bethel service area.

Although this change will require some additional work on our
part, preparing these <cases for gr .nd jury, this additiondoes not
warrant fiscal note costs because of the small number of cases involved.
Our estimate assumes that the same enforcement pattern will continue.
However, if police agencies substantially increase their enforcement
activities, because of theincreased penalties available for felons, it
may be necessary to request increased appropriation at a later time. In
any event, the department will notbe able to respond to a marked
increase in this area at this time due to the serious budget shortfalls
it now faces.



Senator Paul Fischer
March 11, 1987
Page 2

Penalties

A Class A M|sdemeanor carries a maximum_jail term of one Year and a
fme of up to §,000. ~ Typical sentences in the Bethel courts are 30- 90

days with a f|ne double the value of the alcohol involved.

A Class C Felony carries a meximum jail term of five years and a fine
of up to $5,000 (for the first conviction). A second “Class C Felony"

charge also carries a two year presumptive term.

Commun|t|es in my district feel strongly that the stiffen penalty will be
a greater deterent to the bootlegger. = Under present law when the
bootlegger. is caught and charged with the CIass A Midemeanor, he is
educated in how ‘the legal system works; he earns to |mprove his
system,_and how not to get caught.  Bootl e?h in _a local option
community is a_serious crime. By mcreasmg e penalties to the more
serious Class C Felony char([;e we will_ send’ a clear message to those

who would break the law that lawbreaking will not be tolerdted.






Offeied: 3/3/87 5-0363B
Referred: Health, Education and

Social Services, Judiciary,
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IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
CS FOR SENATE BILL NO. 56 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act amending and making effective an annuity
program and amendments to the longevity bonus program
and the permanent fund dividend program provided for
in secs. 2-18, ch. 99, SLA 1985; and providing for
an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.23. 110(a) is amended to read:

(a) The annuity investment fund |Is -established as a separate
fund in the state treasury. The annuity 1investment fund consists of
money transferred from the dividend fund. cash cox ributions under
AS 43.23. 125, and income earned by the annuity investment fund.
Notwithstanding AS 37.13. 145, an amount -equal to the permanent fund
dividends taken as annuity credits under this chapter shall be annual—
ly transferred from the dividend fund to the annuity investment fund.

* Sec. 2. AS 43.23 1is amended by adding a new section to read:

Sec. 43.23.125. CASH CONTRIBUTIONS. An individual who 1is eligi—
ble to receive the permanent fund dividend as an annuity credit under
AS 43.23. 005(d) but does not elect to do so or who elects to receive
only a portion of the permanent fund dividend as an annuity credit may

make a cash contribution to that individual®s annuity account. The

26

27

28

total amount credited and contributed to an annuity account 1in a year

may not exceed the amount of the permanent fund dividend for that

year.

* Sec. 3. AS 43.23. 130(a) 1is amended to read:



(a) An individual with one or more annuity credits or cash
contributions under AS 43.23.125 may receive an annuity upon reaching
the age of 65.

* Sec. A. AS 43.23.130(e) 1i1s amended to read:

(e) IT a person elects to credit a permanent fund dividend or
make a cash contribution to an annuity account in a particular year,
that person may make an irrevocable choice regarding death benefits
with respect to that credit or contribution. |If a person dies before
age 65 and that person has selected death benefits in at least one
yea?.", a lump sum payment shall, subject to appropriation, be paid to
the surviving spouse by right of survivorship unless a different
beneficiary was designated. When no spouse survives and no benefi—
ciary 1is designated, the [lump sum shall be paid to the decedent"s
estate. The lump sum payment includes all dividends credited to the
person®s annuity account in years in which death benefits were select—
ed and 1interest on those dividends. Dividends credited and cash
contributed to a person®s annuity account in years for which death
benefits were not selected and interest on those dividends and contri —
butions shall, if the person dies before age 65, be distributed equi —
tably among the annuity accounts of all individuals for which death
benefits ware not selected.

* Sec. 5. AS 43.23 is amended by adding a new section to read:

Sec. 43.23. 135. EMERGENCY WITHDRAWALS. An individual may make a
withdrawal from that individual®s annuity account before reaching the
age of 65 if the individual establishes to the satisfaction of the
commissioner that the withdrawal is necessary to meet an unforeseeable
emergency. The amount withdrawn may not exceed the total amount in
the 1individual®s annuity account or the amount actually necessary to

meet the emergency, whichever is less. The commissioner shall define

CSSB 56(SA) —2-
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the term "unforeseeable emergency™ by regulation. An individual may
2 only make one withdrawal under this section and may pay it back with
3 interest under terms established by the commissioner.
4 * Sec. 6. Section 1, ch. 99, SLA 1985, is repealed.

5 - * Sec. 7. Chapter 99, SLA 1935, and secs. 1 - 5 of this Act apply only*"

6 to permanent fund dividends for years beginning after December 31, 1987./
Notwithstanding the amendments to AS 43.23 made by ch. 99, SLA 1985, and"

L this Act, permanent fund dividends for 1987 and prior years shall be madef

9 \under the law as it existed before the effective date of this Act.

10 * Sec. 8. This Act takes effect immediately under AS 01.10.070(c). \
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Introduced: 1/19/37 5-0363A
Referred: Health, Education and

Social Services, Judiciary

and Finance

BY KERTTULA, HALFORD,
IN THE SENATE AND FISCHER

SENATE BILL NO. 56
IN TILIE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making effective an annuity program and
amendments to the longevity bonus program and the
permanent fund dividend program provided for in secs.
2 - 18, ch. 99, SLA 1985; and providing for an effec—
tive date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Section 1, ch. 99, SLA 1985, 1is repealed.

* Sec. 2. Chapter 99, SLA 1985, applies only to permanent fund
dividends for years beginning after December 31, 1987. Notwithstanding the
amendments to AS A3.23 made by ch. 99, SLA 1985, permanent funddividends
for 1987 and prior years shall be made under the law as itexisted before

the effective date of this Act.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

SBOO56A SB 56

COMMITTEE 001
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POSITION

Position Paper

CSSB No. 56 (State Affairs)

SUMMARY OF POSITION

A comprehensive positi« statement on the proposal for an annuity
program to replace the existing Alaska Longevity Bonus program is
attached. The highlights of the Department of Health and Social
Services position are as follows:

We believe that low income Alaskans who may in the future be served by
the federal Supplemental Security Income (SSI) program and the State 0Old
Age Assistance (OAA) program will elect not to participate in the

annuity program because it will cost them much more in Permar "und
Dividend payments than it will return them in annuity paymer lew
would elect to invest a large annual Permanent Fund Divide!. t now
in a program that will probably return them nothing later. -ion

an annuity will return SSI and OAA recipients nothing 1is that their
public assistance grant will be reduced by \.he amount of any annuity
payment they receive. Only those fortunate enough to have a retirement
income that allows them to avoid welfare will receive a net benefit from
the annuity.

Low income seniors on federal and state assistance will see their net
income gradually decline as the annuity replaces the Bonus, regardless
of whether they participate in the annuity or not. This is due to the
gradual loss of hold harmless protection for any annuity they receive
and the gradual decline of the bonus payment if they do not participate
in the annuity.

Ultimately, some low income seniors who do participate in the annuity
program will risk loss of eligibility for Medicaid as their income that
must be counted for welfare purposes climbs above the Medicaid
eligibility limit. We do not anticipate this result for several years,
but inevitably some seniors will eventually reach that point, thereby
losing essential medical coverage.



POSITION PAPER

Senate Bill No. 56

"An Act making effective an annuity program and amendments to the Longevity Bonus
program and the Permanent Fund Dividend program provided for in secs. 2 - 18,
ch. 99, SLA 1985; and providing for an effective date."

BACKGROUND :

Senate Bill No. 56 would provide for an annuity program to replace the existing
Alaska Longevity program. Alaskans would contribute to their individual annuity
account by dedicating all or part of their Permanent Fund Dividend payments to that

account.

We wish to call your attention to how the approximately 2,600 needy elderly
Alaskans who currently receive 0ld Age Assistance ("0AA") would be affected by an
annuity program. Federal Medicaid regulations require that Alaska®s OAA program
follow many of the eligibility rules of the federal Supplemental Security Income
("SSi") program, a monthly cash assistance program administered by the Social

Security Administration. Thus, the way in which Social Security would treat an
annuity payment in its SSI program potentially affects all 0ld Age Assistance
recipients, not just those recipients who receive SSI. (Approximately 45 percent

of all OAA recipients also receive SSI.)

SS1 federal regulations require that applicants and recipients apply for and pursue
any entitlements for which they may be eligible. For example,, any Alaskan who 1is
65 and a one-year resident must apply for the countable Bonus, or they lose all
eligibility for SSI. However, Social Security does not view the Permanent Fund
Dividend cash payment as one of these mandatory "prior resources", so there would
be no eligibility penalty for giving up all or part of any cash Dividend in order
to participate in the annuity program. Also, SSI will not require anyone to
contribute to an annuity account which may produce an entitlement in the future.
However, anyone who has established an annuity credit will be required to apply for
annuity payments once they become 65 and apply for SSI. Thus SSI (and therefore
OAA and Medicaid) policies will not impinge on any individual®s freedom to choose
any of the options SB No. 56 proposes.

The SSI rules also require that any annuity payment actually being received be
counted virtually dollar-for-dollar against SSI eligibility qualifying standards,
thus reducing SSI payments to annuity recipients by the amount; of the monthly
annuity payment. Old Age Assistance must treat the annuity the same way.
Currently, this is how the Longevity Bonus payments that are received by about 840
of our 2,600 0ld Age Assistance clients are treated. (About 1,600 OAA recipients
receive the "25 year"™ Bonus, which SSI rules disregard as income.)

The Legislature enacted the Alaska Longevity Bonus "Hold Hamiless™ program

(AS 47.45.422) in order to assure that needy elderly who receive a federally
countable Bonus did not end up with $250 less in monthly income than those who
receive the federally exempt Bonus, and to make sure that necessary medical cover—
age (through the Medicaid program) was not lost by those whose total retirement
income placed them so close to federal and state eligibility limits that receipt of
the countable Bonus cost them eligibility for Medicaid. This program replaces the
amount of cash lost to countable Bonus recipients when their federal SSI payments
are decreased or ended, and it provides state funding in lieu of federal matching



Senate Bill No. 56
Page 2

Medicaid funds to continue Medicaid coverage to those who lost regular Medicaid
eligibility because of their Bonus income.

For similar reasons, the Legislature has also established a "Hold Harmless™ program
for the Permanent Fund Dividend (AS 43.23.075). This program protects all
assistance recipients, not just the elderly, against loss of cash assistance and
Medicaid when they receive their Dividends. In effect, the annual Dividend is
therefore the only cash "windfall” assistance recipients can receive and still keep
full assistance benefits.

Since the proposed annuity payment would reduce monthly OAA and SSI payments
essentially dollar-for-dollar, and recipients of any assistance program would have
to give up all or part of their "free" Dividend income to participate in the
annuity program, we seriously Joubt that any assistance recipients under 65 who
fully understand their choices would choose the annuity option. They are better
off financially taking a $500-$700 windfall each year and suffering a much smaller
total annual decrease in their Bonus income at some time in their future.

Chapter 99, SLA 1985, amends AS 43.23.075(c) to provide a four month hold-harmless
for persons who might become ineligible for assistance because of a Dividend
credit. SSI, OAA, and Medicaid will not count the credit as income, but

AS 43.23.075, as amended, provides no protection against actual annuity payments
being counted as available income. (Also, if SB No. 56 were modified to make the
balance in the annuity account available to participants in an "emergency", AS
43.23.075 would offer no protection if SSI and other federal assistance programs
decided to count the annuity balance as an available resource.)

Thus the long-range effect on those future OAA recipients who will not enjoy the
guaranteed continuation of their current Bonus, whether or not they choose the
annuity, is that their monthly spendable income will shrink as the Bonus amount
shrinks. Those few who may choose to participate in the annuity program will still
see their monthly spendable income shrink, but as their countable annuity income
rises, some of them will suffer OAA income ineligibility. Worse, some will
eventually lose Medicaid eligibility.

We find that many of our OAA recipients could possibly adapt to small changes in
their monthly cash flow. What they tell us that they fear most, and cannot adapt
to, 1is loss of their Medicaid coverage. Most clients whose retirement income will
be high enough so that they might lose Medicaid eligibility when they begin
receiving annuity payments have Medicare coverage through Social Security.
However, the annual increases in Medicare deductibles and decreases in covered
services make Medicaid an increasingly important source of medical protection for
seniors. Losing Medicaid may produce cases of real financial or medical hardship.

We believe it is premature to suggest that, if Senate Bill No. 56 were to pass, it
should contain a medical hold-harmless clause for annuity recipients. We are
reasonably certain that there will be little or no need for such a protection in
the first few years of an annuity program. However,, we do want the Legislature to
be aware that the longer-range possibility exists that some of those we serve may
need this protection in the future.
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RECOMMENDATION:

The Department neither supports nor opposes SB No. 56. We do note that the only
proposal for Longevity Bonus redesign we have seen to date that will not penalize
assistance recipients and will not result in a future need for some type of
hold-harmless coverage is the proposal that the Bonus be needs-based. Both Social
Security and Medicaid totally disregard all state needs-based payments.

Recommended by: Y n
John R. Taber, Director

ision of Public Assistance

a/s0

Approved by: ..., AL ——
Myra M(/Munson, Commissioner
Department of Health &
Social Services

Date:



STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: .

REQUEST: punish Date: 0008 Ny 0
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Requestor;
EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
TRAVEL -U- -U- -U- -0- -U- -U-
CONTRACTUAL -0- -0- % b -0- -0- -0-
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ANALYSIS :  (Attach a separate page if necessary)

The FY88 Governor®"s budget assumes elimination of the Old Age Assistance - Alaska Longevity Bonus

Hold Harmless (OAA-ALBHH) program, effective January 1, 1988. It is important to note that the dollars
saved by this .proposed legislation have been removed from the Governor®s FY88 budget request.

If this legislation does not pass, projected FY8& costs of $622.4 must be restored to the Public
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CSSB 56
Fiscal Note

PAGE 2
Division of Public Assistance
Assistance Payments BRU
Old Age Assistance - Alaska Lonpevity Bonus Hold Harmless (OAA-ALBHH)
1. The Governor"s FY88 budget presumes a needs-based Longevity Bonus, which would
eliminate the need for a Hold Harmless program. CSSB No. 56 continues the Hold

Harmless program; costs reflect restoration of a full Hold Harmless for the Bonus, but
no Hold Harmless provision for annuity payments.

2. We assume the first annuity payments will be made in July, 1989, but that no Old Age
Assistance applicants or recipients will elect to participate.

3. We assume that the Annuity and Bonus payments will be as follows:
Bonus Annuity
FY88 $250 0
FY89 $250 0
FY90 $242 $ 7.74
FY91 $233 $16.71
FY92 $223 $26.76
4. Costs assume average age of new applicants for Old Age Assistance will be 65.

6-Month Impact

FY88 FY89 FY90 FY91 FY92
OAA-ALB Hold Harmless 1556.0 3608.3 4162.4 4617 .2 5020.1
Program expenditure
Amount of OAA-ALB HH that 622.4 1443.3 1687.9 1902.2 2089.1
replaces lost SSI payments
Amount of OAA-ALBHH that 933.6 2165.0 2474.5 2715.0 2931.0

replaces State OAA payments



FY88 Jul-Dec
FYb8 Jan-Juns
FY88 TOTAL

FY89
FY90
FYo1
FY92

" o=

ALB HOLD HARMLESS NO CHANCE

0AA 0AA SSI TOTAL
Aged APA Replace Replace 0AA and
Cases Component ALBHH ALBHH ALBHH
2736 3271.2 821.5 574.6 4640.3
2806 3258.6 933.6 622.4 4814.6
2773 6529.8 1755.1 1170.r 9454 .9
2893 6479.3 2165.0 1443.3 10087.6
3013 6451.8 2551.0 1700.7 10703.5
3133 6448.3 2913.1 1942.0 11303.4
3253 6463.2 3256.7 2171.1 11891.0

5-year cost of Old Age Assistance(0AA) and OAA-ALB
Hold Harmless program that assumes no change 1in the
ALB program ($250 payment, no needs-based, no
annuity).

OAA recipients that receive the "25 year" Bonus,
which SSI rules disregard as income are replaced
with aged clients whose Bonus is countable (as
income). Over time OAA expenditures decrease (no
growth) and an increasing portion of the "0AA
supplemental™ 1is expended under the OAA-ALB Hold
Harmless allocation.

-V W. . G,

V.. I a,d n
Dk/ISION OF PUBLIC ASSISTANCE
OLD ACE ASSISTANCE AND ALB HOLD HARMLESS

ALB NEEDS-BASED EFFECTIVE 1/1/88

0AA TOTAL

Aged APA 0AA SS1 O0AA and
Cases Component ALBHH ALBHH ALBHH

2736 3271.2 821.5 547.6 4640.3
2806 4192.2 0 0 4192.2
2773 7663.4 821.5 547.6 8832.5
2893 8644 .3 0 0 8644.3
3013 9002.8 0 0 9002.8
3133 9361.4 0 0 9361 .4
3253 9719.9 0 0 9719.9

The FY88 Governor®s (amended) budget assumes an ALB
program that becomes needs-based effective 1/1/88.
Both Social Security (SSI payment level) and
Medicaid (for program eligibility) disregard all
state needs-based payments.

Assuming the Governor®s proposed ALB needs-based 1is
enacted then the Social Security Administration®s
SSI payments that are restored result in net general

fund savings.

FY88 Savings (6 month impact) 622.4
FY89 Savings 1443.3
FY90 Savings 1700.7
FY91 Savings 1942.0
FY92 Savings 2171.7

The Amount of ALB Hold Harmless that had replaced
State OAA payments shifts back to the 0ld Age
Assistance (APA budgot component)

FY88 OAA from ALBHH 933.6
FY89 2165.0
FY90 2551.0
FYo91 2913.1

FY92 3256.7

CSSB NO. 56 ALB ANNUITY

0AA 0AA Ssl TOTAL
Aged APA Replace Peplace 0AA and
Cases Component ALBHH ALBHH ALBHH
2736 3271.2 821.5 547.6 4640.3
2806 3258.6 933.6 622.4 4814.3
2773 6529.8 1755.1 1170.0 9454 .9
2893 6479.3 2165.0 1443.3 10037.6
3013 6528.3 2474 .5 1687.9 10690.7
3133 6646.4 2715.0 1902.2 11263.6
3253 6788.9 2931.0 2089.1 11809.0

CSSB No. 56 provides for a redesign of the ALB to
include an annuity and assumes continuation of a
full hold harmless for the Bonus.

The impact of this proposed change is two-fold as
the ALB payments decrease (FY88 $242, FY91 $233,
FY92 $223) then the amount of ALB Hold Harmless
for SSI replacement also decreases (FY90 savings
12.7, FY91 39.8, FYS2 82.0). The drop in ALBHH
for SSI replacement is a net savings to the State.
As the Bonus payment decreases the amount of ALB
Hold Harmless for OAA replacement decreases and
shifts back to OAA. The amount of this decrease
is a dollar for dollar shift back to 0ld Age
Assistance (APA component).

The above cost out assumes the first annuity
payment will be made in July 1989, but that no Old
Age Assistance recipients will elect to
participate.



grand igloo

PIONEERS OF ALASKA

ORGANIZED AUGUST 4, 1908

Petersburg Alaska
March, 5, 1987

Hon. Fran Ulmer; Chairman,
Committee On Sfate Affairs.

Dear Representative Ulmer]j
I just want to formally inform you, that at

the last Pioneers convention held in Juneau- last
SeptO
We took a vote on the Annuity Program, and it
carried by a majority vote.

The Pioneers of Alaska will greatly appreciate
your support for Senate Bill #56, which, willactivate
the Annuity Program and leave the Longevity Bonus
as is,

Arnold P» Wasvdck
Grand President PIONEERS OF ALASKA
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SENATE COiYM TTEE REPORT

- JUDICIARY
FURBIEI FINANCE

W

DATE TURNED INTO OFFICE
3/3/87

Mr. President:

HESS Committee considered "G

making effective an annunity program and amendments to the longevity
bonus program and the permanent fund dividend program provided in
secs. 2 - 18, ch. 99, SLA 1985; efd.

and recommended:

[ 1 replace with CS FOR ) [l same title
[0 or _adopt CS FOR ) JA new title

[ 1 attached amendment(s) and
] do pass

do not pass

no recommendation

individual recommendations
i Tfurther referral to

1] letter of intent adopted_

Committee [XJ attached or [ ] adopted fiscal note(s)

DJ new [ ] updated or [ ] previous
[ 1 zero fiscal impact
MEMBERS SIGNING DJ PASS OTHER RECOMMENDATIONS

_ . -A fyig
Chairman signature and recommendation
[ 1 Committee Backup Attached



JVktsfca legislator™*

INTERIM OFEICE Acnatnr Mitclj JUwub
1024 WEST SIXTH AVENUE
ANCHORAGE, ALASKA 99501

(907) 274-2843

IN SESSION:
POUCH V
JUNEAU, ALASKA 99811

(91 7) 465-4714 . . :
Acnate (Eommittee on jBtate JVffairs

LETTER OF INTENT

The Senate State Affairs Committee has considered CSSB 56
(State Affairs) "An Act making effective an annuity progranm
and amendments to the longevity bonus program and the
permanent fund dividend program provided in secs. 2-18,
Ch.99, SLA 1985; and providing for an effective date.

It is the intent of the Senate State Affairs committee that
the Department of Revenue and the Department of
Administration take steps to educate and inform the public
about the annuity program and the changes to the permanent
iund dividend program and the Alaska longevity bonus
program that are made effective by this Act.

CE MMITTEF

Fiscal Notes
&
Sectional Analysis



