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ARTICLE 03

STATEWIDE STUDENT ASSESSMENT

4 AAC 06.700

PURPOSE.
Statewide student assessment is one component in a system to

measure and make accountable the state education system. The

purposes of statewide student assessment specifically arc to
(1) ascertain on a statewide basis the extent to which children

of the state arc attaining statewide student performance standards;
(2) produce statewide information to facilitate sound decision
making by policy makers, parents, educators, and the public; and
(3) provide a focus for instructional improvement;
(4) repealed 12/16/94.

History -
Eff. 3/15/89, Register 109; am 12/16/94, Register 132

Authority -
AS 14.03.120 AS 14.07.020 AS 14.07.060

4 AAC 06.710

STATEWIDE STUDENT ASSESSMENT SYSTEM.

The commissioner may develop a statewide student assessment
system composed of multiple indicators. One of the indicators must
be a standardized norm referenced test to measure student
achievement in reading, language arts, and mathematics in grades
four, eight, and eleven. As other indicators, the commissioner may
use a questionnaire and measurement techniques such as portfolios
of student work, evaluated student performances, and direct writing

assessments.

History =
Eff. 3/15/89, Register 109; am 8/7/92, Register 123; am 12/16/94,
Register 132
Authority -
AS 14.07.020 AS 14.07.060

AAC STATEWIDE STUDENT ASSESSMENT
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February 26, 1997

Ms. Shirley Holloway
Commissioner of Education
State of Alaska

810.W. 10th

Juneau, Alaska 99801

Dear Commissioner Holloway:

I am responding to a request for information about the experience af our research organization, the
National Center for Research on Evaluation, Standards, and Student Testing (CRESST) in reviewing the

assessment plans of various states. -

When confronting the idea of certification of high school performance, moat wexes plan to involve
arange of information rather than base their decision on asingle measure. .The use of an existing
standardized test for this purpose, such as the California Achievement Test (5th Edition), raises a pumber
of difficulties. First, the publisher will doubtless say the test is not intended for this purpose. Secondly,
as in the Debra P. case, evidence will be required to demonstrate thai the students have bad an opportunity
to leamn the material tested. Both of these conditions will immediately raise the likelihood of court cs”™e(s).
Third, it is our experience that tests of this type, not designed for certification testing, will not bear the
pressures placed upon them for this purpose. Specifically, much attention in preparation may be given to
the strategy of test taking itself rather than in focusing on the underlying construct™ the test is intended to
measure. Last, the use of this test over a long period of time raises questions of test security and

ultimately of fairness.
While the goal of the legislation may be laudable, there is the reality of the technical quality of
available or new measures to meet this goal. In general, certification testing works best when decisions

arc made in a subject matter area for which their is an agreed upon course of study, wich as in the areaof
aw. Itis not yet possible to find an omnibus test to measure the full range of competencies undertaken in

high school.

Eval. Baker
Co-Director, CRESST

TOTAL P.02
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CTB/McGraw-H iU
AIMrkUm afVrHeCrASIICanfum a

February 26,1997

Dr. Dennis McCrea

Administrator, Standards & Assessment

Alaska State Department of Education

801 West 10* Street Suite 200

Juneau AK 99801

Dear Dr. McCrea:

In response to your questions regarding the ate of CTB/McCraw-Hill's CAT/5

Survey assessment as an exit examination for secondary school students:

1 This assessment was not developed with this use in mind or as part of the design
specification.

2. CTB would not support this use of the test: the Survey instrument is too short for
a high-stakes test at the individual level.

I hope that this information L helpful to you. Please contact me if you have any
further questions. My direct line is 408/395*7568, and my Internet address is

mwebbflctb.com.
Sincerelv”™oun,

Melvin W. Webb Il, EdE>. N
Senior Product Manager
NRT Materials, Scoring U. Reporting



ARTICLE 03

STATEWIDE STUDENT ASSESSMENT
4 AAC 06.700

PURPOSE.
Statewide student assessment is one component in a system to

measure and make accountable the state education system. The
purposes of statewide student assessment specifically are to
(1) ascertain on a statewide basis the extent to which children
of the state are attaining statewide student performance standards;
(2) produce statewide information to facilitate sound decision
making by policy makers, parents, educators, and the public; and
(3) provide a focus for instructional improvement;

(4) repealed 12/16/94.

History -
Eff. 3/15/89, Register 109; am 12/16/94, Register 132

Authority -
AS 14.03.120 AS 14.07.020 AS 14.07.060

4 AAC 06.710

STATEWIDE STUDENT ASSESSMENT SYSTEM.

The commissioner may develop a statewide student assessment
system composed of multiple indicators. One of the indicators must
be a standardized norm referenced test to measure stud nt
achievement in reading, language arts, and mathematics in grades
four, eight, and eleven. As other indicators, the commissioner may
use a questionnaire and measurement techniques such as portfolios
of student work, evaluated student performances, and direct writing

assessments.

History -
Eff. 3/15/89, Register 109; am 8/7/92, Register 123; am 12/16/94,

Register 132

Authority -
AS 14.07.020 AS 14.07.060

AAC STATEWIDE STUDENT ASSESSMENT



4 AAC 06.720

PROGRAM EVALUATION.
The commissioner shall conduct an annual review of the statewide

student assessment program. This review must include
(1) an annual evaluation of the assessment program; and
(2) repealed 12/16/94,
(3) annual recommendations to the state board regarding
proposed changes, if any, to state education requirements;
(4) repealed 12/16/94.

History -
Eff. 3/15/89, Register 109; am 12/16/94, Register 132

Authority -
AS 14.07.020 AS 14.07.060

4 AAC 06.730

STANDARDIZED NORM REFERENCED TEST ADMINISTRATION.

(@) The commissioner shall select a standardized norm
referenced test to be used in the state. The test may be used for up
to six consecutive years. If, after review, the commissioner
determines that continued use of the test is in the best interests of

the state, the commissioner may select the test again.
(b) Not later than May 1, 1995, a school district shall notify the

department of the district's standardized norm referenced test dates.
The dates must be within the empirical norming period for the
selected test. After May 1, 1995, if a school district seeks to change
its test dates, it shall notify the department of the ncv test dates not

later than May | preceding the new test dates.
(c) Except as provided in (e) of this section, aschool district

shall administer the standardized norm referenced test annually to
the students enrolled in the district in grades four, eight, and eleven.
(d) A school district shall ensure (hat students and
unauthorized personnel do not have :ccss to (he district's
standardized norm referenced test materials except during regular,
supervised test administration times.
(e) A student need not take the standardized norm referenced

test if
(D) the student is eligible for special education and related
services under 4 AAC 52.130 and the student's child study team has

determined that the test results would not accurately reflect the



student's achievement le; el; it the student's current individualized
education program (IEP) under 4 AAC 52.140 contains
recommendations regarding group standardized testing, those
recommendations apply and a new determination is unnecessary;

(2) the student is identified in language dominance category A
or B under 4 AAC 34.050 and the student, for less than three full
school years immediately preceding the test dates, has been in a
classroom where instruction is predominantly in English; or

(3) at the request of a school district, the commissioner, in the
commissioner’s discretion, finds compelling reasons to conclude that
the test would be inappropriate or unnecessary for a student of the

district and waives testing for that student.

History -
Eff. 3/15/89, Register 109; am 8/7/92, Register 123; am 12/16/94,

Register 132
Authority - AS 14.07.020 AS 14.07.060

4 AAC 06.735

STANDARDIZED NORM REFERENCED TEST RESULTS.

(a) Except as provided in (c) of this section, a student’s
standardized norm referenced lest result is confidential and may not
be disclosed.

(b) The commissioner shall compile the results of the
standardized norm referenced test by school district, school,
classroom, and individual.

(c) The commissioner shall annually provide the results
compiled under (b) of this section to the state board and the
legislature.

(d) The commissioner shall provide to a school district the
district, school, classroom, and individual student results for the
district.

(e) A school district shall distribute in a timely manner

(1) classroom and individual student results to the attendance
area administrators for the attendance area;

(2) individual student results to a teacher, for (he teacher's

classroom; and
(3) individual student results to a parent, for the parent's child.

History -
Eff. 12/16/94, Register 132
Authority - AS 09.25.120 AS 14.07.020 AS 14.07.060



NOTES

Education Commission of tho States 03-299-3600 mFAX 303-296-8332
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Y%
States Conducting Student Competency Testing for High School Graduation (Exit Exams)

STANDARD DIPLOMA: Students must pass a test with a minimum score before they're allowed to graduate

Alabama _
Arkansas (effective 96-97) ,
élrlz%na (essential skills test score recorded on transcript)
orida
Georgia
Hawall o 3 .
Indiana (unless principal certifies student has met "Coro 40" tequirements)
Louisiana
Maryland o _ _
Massachusetts (must pass proficiencies, but not a single exit exam)
Mississippl
Nevada
New Jersey , ,
New Mexico (to graduate with a diploma)
Now York
North Carolina

10
South Carolina
Tennessee
Texas
Virginia

ENDORSED DIPLOMAS: Students must not only pass an exit test but score at a designated level (higher than the
minimum required for regular diploma).

Michigan (optiona] test for students wanting this level of diploma)

New York (more rigorous exam than for reqular diploma)
Tennessee

HONORS DIPLOMAS: Students must pass a more rigorous test.
New York
Ohio
Tennessee

OTHER VARIATIONS:; Minnesota and Pennsylvania are phasing in graduation proficiencies. Minnesota students
%raduatmg In the year 2000 must pass tests in reading, math and wnfing to meet the requirement;, of the Minnesota
raduation Rule. "Pennsylvania students must achieve 52 state academic performance outcomes plus local outcomes

(locally devoloped assessments).

Sources Council of Chief SUie School Officer*, North Central Regional Education Laboratory, Education CorrvrwtiKm of the State*

April 1996 © Education Commission ol tho Statos m70T 17th St., +2, 00; Donvor, CO 80202-3427 Pag# 1
STATES CONDUCTING STUDENT COMPETENCY TESTING FOR HIGH SCHOOL GRADUATION
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SPONSOR STATEMENT

HB 146 "An Act relating to competency testing
requirements for secondary students; and
providing for an effective date."

Many of our high school graduates are finishing school and receiving
high school diplomas without the skills necessary to survive in the

world. This must not continue.

Twenty-one states now conduct student competency testsfor a
standard high school diploma. The students in these states must pass
a test with a minimum score before they are allowed to graduate.
Three states also have an exit exam for an "Endorsed Diploma.”

To earn this, the students not only have to pass the test, but must
score at a designated level, higher than the minimum required for a
regular diploma. Three more states go even further and have a more
rigorous test for an "Honors Diploma.”

Under the provisions of HB 146, a student is required to pass a
competency examination in the areas of reading, English, mathe-
matics, science and social science before receiving a high school
diploma. The test would be selected by the department. A pupil
who failed this examination and was no longer in attendance would
get a certificate of attendance. It would indicate the number of years
of attendance, but would also show that the pupil has neither passed
a competency examination nor received a diploma. The pupil would
have the opportunity to be re-examined, but it would have to take
place within three years after the pupil left high school.

It is time for Alaska to take its place among those states working to
ensure that their high school graduates have the knowledge t'ie/
need to succeed in the world.

SPONSOR STATEMENT



NEA-ALASKA

POSITION STATEMENT - HB 145

While NEA-Alaska certainly supports the principle that students should achieve certain
competencies before graduation, we can not support HB 146 in its present form. Wc
believe that a one time te.t taken by 17 or 18 year olds shortly before graduation is not
the best way to acliieve student standards or to insure student competency. We believe
that a comprehensive system of student assessment followed with intervention and
remediation is much more likely to positively affect student achievement. By requiring
serious assessment and real intervention at earlier grade levels for those students who are
experiencing difficulty, we believe schools and teachers can develop strategics to

strengthen learning.

There are, beyond the regular assessment that classroom teachers do, several natural
check points that could be taken advantage of if the state wishes to require district
assessment of students. Perhaps the first and most natural check point is at school entry.
Many school districts through out the country assess incoming kindergarten children to
determine readiness to learn and learning styles. A follow up assessment could be made
at the completion of the primary grades, again at the end of elementary school, at the end
of middle school or junior high, and then in the second or third year of a high school
program. This would give teachers and parents the information that is needed to provide
the appropriate programs to affect change in those students who arc not meeting the
standards. The careful use of Dortfolios of work and testing at critical periods in the
student learning cycle would 1clp education professionals more accurately determine
student needs as well as measure proficiencies. We believe that students and their parents
deserve to find out as soon as possible in the education process if there are any learning
problems that need to be addressed.

A program of the sort that wc have outlined would help children and their families but
only if we are willing to provide the necessary support for remediation. It will not help
the learning environment if all wc do is test students. The testing must lead to a change
in the student’s learning environment if it is indicated. Smaller class sves, intensive
remedial programs, increased utilization of school counselors; especially in elementary
grades, up- to-date instructional materials and technology, and enhanced parental
involvement must be the results of any assessment program. It is these types of changes
that will increase the performance of all students, not just those who are at risk.

Finally, we must work with community partners and teachers to reallocate existing and
new revenues to guarcntec standards referenced learning in every public school. Our
long range goal must be to rebuild our education system so as to dedicate our work to
activities for improving teaching and learning as measured by standards for student

achievement.






FISCAL NOTE

STATE OF ALASKA BILL NO.KB 147-

1997 LEGISLATIVE SESSION
Revision Dale: Department Affected: Education

Title: An act relating to charter schools andthe BRU: .K.12 Supped .
establishment of state_bflarding.schools Component; Mt Edgccumbe Boarding School

Sponsor: HESS jm
Requester: HESS COMPONENTSERALNO.
OPERATING FY 0 Y 99 Y 00 YOl EYO2 Y 03

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS 0.0 0.0
MISCELLANEQUS

TOTAL OPERATING 0.0 0.0 0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES

0.0 0.0 0.0 0.0
0.0 0.0 0.0

1002 Feceral Receipts

1003 GF Match

1004 GF 0.0 0.0 00 00 0.0 00
1005 GF/Prngfiun Receipts

I006GFALHTIA

Cther

TOTAL 00 00

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year (FY97) rnpact; -0-

ANALYSIS: (Attach a separate pa%o ifnecossary) Section 1requires a local school board to provtdo funds to pay tho
expenses of housing nonresident students who aftend a charter school, including room, beard and other oxPonses.
Section 1 doos not creato a financial burden on tho Stato ol Alaska, rathor obligates tho local school board to cover
boarding homo or residential cost  Section 2 allows a charter school to sorvo nonrosidont students including providing
domiciliary servicos for thoso students. Sections 3*14 expand tho curront statutory authority so tho department may
ostablish and operate multiple stato boardmg schools. Sections 15« 17 amend other statutory references from Ibfi

stato boardmo schoolto a stato boarding school

Preparedby: Eddy Joans. School Finance Manager

Division: EducaiionSvflpflfLSgfyicfis
Approved by Commissioner: Shiflgy Holfrttay. Rn-p.. CommfSStolCf

Agency Education
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNORS LEGISLATIVE OFFICE
Foxfirtw* itaMVh intomriVoncat rm OCownoro Cika )

00 00 00 0.0




HB 147  An act relating to charier schools and the establishment of state boarding schools 3-5-97

The department does not anticipate establishing or operatin? new stato boarding schools at this time. The cost of
operating additional boarding schools would be based on sile specific conditions including availability of facilities,

number of students to be served and location.
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Date Referred to Committee: Fchriiary IS, 1997 FURTHER REFERRALS:

Date of Committee Action: [ AN |

The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered:
STATE BOARDING SCHOOLS/CHARTER SCHOOLS

HH 147

HOUSE HILL NO. 147
“An Act relating to charter schools and to the establishment of state hoarding schools."

recommends it be replaced [, rc\ N ] the same title
with the following committee substitute J W~7 L i1 ?2) >4 a new title

[ Jadditional referral to _ Committee

f |attached amendments)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): 0+, APPROVES PREVIOUS: iDtpCOMa)

' Jfiscal notc(s) [ ] fiscal notc(s)

1$ zero note(s) ot (] zero fiscal noiets)
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3/7/97
CS FOR HOUSE BILL NO. 147(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTIETH LEGISLATURE - FIRST SESSION
BY THE HOUSE HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEE
OlITcred:
Referred:
Sponsor/*): - HOUSE HEALTH. EDUCATION AND SOCML SERVICES COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act relating to the « ..enses of housing nonresident charter school students;
authorizing charter ::liool programs to provide domiciliary and other services to

nonresident charter school students; relating to the establishment of state boarding

schools."

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

= Section 1L AS 14.03.260 is amended by adding a new subsection to read:

(d) In addition to the program budget calculated under (a) this section, the
local school board shall supply funds necessary to pay the expenses of housing
nonresident students who attend the charter school, including room, board, and other
reasonable housing expenses.

e Sec. 2. AS 14.03.265(a) is amended to read:
(@ The program of a charter school may be designed to serve
(1) students within an age group or grade level; (ORJ
(2) students who will benefit from a particular teaching method or

A CSIIB 147(HES)
>C tm.rlined idtiercd rexr bmckctcdj
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curriculum: or

3) nonresident students. including_DCQyiding dQmicilian services

for students who need tnose sendees
* See. 3. AS 14.16.010 is amended to read:

Sec. 14.16.010. Establishment of state hoarding schools [SCHOOL]. The
department may establish and operate [A] boarding schools [SCHOOL. TO RE
KNOWN AS THE MT. EDGECUMBE HIGH SCHOOL], to be managed in
accordance with this chapter. A [THE] state boarding school must offer a secondary
education curriculum tc students enrolled in it. and must provide domiciliary services
for students needing such services.

* Sec. 4. AS 14.16.020 is amended to read:

See. 14.16.020. Operation of state boarding schools [SCHOOL]. In the
management of [THE] state boarding schools [SCHOOL], the board shall

(1) adopt a philosophy of education for [THE] state boarding schools
[SCHOOLY];

(2) employ [A] chief school administrators [ADMINISTRATOR] and
approve the employment of other personnel necessary to operate [THE] state boarding
iihoah [SCHOOLJ;

(3) establish the salaries and benefits to be paid teachers, excluding
administrators [, OF THE STATE BOARDLNG SCHOOL];

(4) designate the employees authorized to direct disbursements from the
money appropriated for the operation of [THE] state boarding schools [SCHOOL] and
for the construction of [TTS] facilities;

(5) provide custodial services and routine maintenance of (THE STATE
BOARDING SCHOOL'S] physical facilities;

(6) establish procedures for the development and implementation of
cumculum and the selection and use of textbooks and instructional materials [AT THE
STATE BOARDING SCHOOL];

(7) prescribe health evaluation and placement screening programs for
newly admitted students;

(8) establish procedures for staff evaluation; and

CSIIB 14701ES) WA

T«rr ;-nd*rlin«d (DtItTtO TXT smcxTTO/



WORK DRAFT WORK DRAFT 0-LS0469vB

(9) provide staff 'raining.
* See. 5. AS 14.16.030(a) is amended to read:

(@ A [THE] state boarding school may a mit students who arc qualified in
accordance with applicable admission standards. Preference for enrollment must be
given to students currently enrolled at a [THE] boarding school and to students whose
educational, emotional, or family requirements warrant attendance in a domiciliary
environment.

* Sec. 6. AS 14.16.040 is amended to read:

Sec. 14.16.040. Status of state boarding school. A [THE] state boarding
school is a public school of the state.

* Sec. 7. AS 14.16.050(a) is amended to read:

€)] The following provisions apply with respect to the operation and
management of a [THE] state boarding school as if it were a school district:

(1) requirements relating to school district operations:
(A) AS 14.03.030 - 14.03.050 (defining the school term, day in

session, and school holidays);
(B) AS 14.03.083 - 14.03.140 (miscellaneous provisions

applicable to school district operations);

(C) regulations adopted by the board under authority of
AS 14.07.020(a) that arc applicable to school districts and their schools, unless
the board specifically exempts [THE] state boarding schools (SCHOOL] from
compliance with a regulation;

(D) AS 14.12.150 (authorizing school districts to establish and
participate in the services of a regional resource center);

(E) AS 14.14.050 (imposing the requirement of an annual

audit);

(F) AS 14.14.110 (authorizing cooperation with other school
districts);

(G) AS 14.14.130 (directing the employment of a chief school
administrator);

<H) AS 14.14.140(b) (establishing a prohibition on employment

=3 CSHB 147(lIESi
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of a relative of the chict school administrator);
() AS 14.*8 (prohibiting discrimination based on sex in public

education);
(2) requirements relating to state financial assistance for education and

the receipt and expenditure of that assistance:

csiell 147(] (ES

(A) AS 14.17.080 (relating to student count estimates);

(B) AS 14.17.082 (relating to school operating fund balances);

(C) AS 14.17.160 - 14.17.220 (setting out the procedure for
payment of financial assistance, and imposing general requirements and limits
on money paid);

(3) requirements relating to teacher employment and retirement:

(A) AS 14.14.105 and 14.14.107 (relating to sick leave);

(B) AS 14.20.095 - 14.20.215 (relating to the employment and
tenure of teachers);

(C© AS 14.20.220 (relating to the salaries jf teachers
employed);

(D) AS 14.20.280 - 14.20.350 (relating to sabbatical leave
provisions for teachers);

(E) AS 23.40.070 - 23.40.260 (authorizing collective bargaining
by certificated employees), except with regard to icacheis who are
administrators and except that the board may delegate some or all of its
responsibilities under those statutes;

(F) AS 14.25 (provisions regarding the teachers' retirement
system);

(4) requirements relating to students and educational programs:
(A) AS 14.30.180 - 14.30.350 (relating to educational services

for exceptional children);
(B) AS 14.30.360 = 14.30.370 (establishing health education

program standards);
(Q AS 14.30.400 * 14.30.410 (relating to bilingual and

bicultural education).

) 4
tox-ratt mrturlintrf o .iceca cxxe mackxexos
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* Sec. 8. AS 14.16.060 is amended to read:

Sec. 14.16.060. Status of employees. Th. employees of a [THE] slate
boarding school arc state employees.

* Sec. 9. AS 14.16.070 is amended to read:

Sec. 14.16.070. Applicability of other law. AS 23.40.070 - 23.40.260 (Public
Employment Relations Act) apply to the employees of a [THE] state boarding school.

* See. 10. AS 14.16.080(a) is amended to read:

(@ AS 14.17.024 applies to the calculation of state aid payable for operation
of o [THE] state boarding school.

* Sec. 11. AS 14.16.080(b) isamended to read:

(b) In the transmittals required by AS 37.07.060 - 37.07.062, the governor
shall request amounts for the expenses of construction, rehabilitation, and improvement
of the facilities of a [THE] state boarding school.

* Set.. 12. AS 14.16.080(c) isamended to read:

) For purposes of application for and receipt of federal aid to education, a

[THE] state boarding school constitutes a local educational agency.
* Sec. 13. AS 14.17.010(a) is amended to read:

@ The public school foundation account isestablished. The account consists
of appropriations for distribution to school districts. [THE] state boarding schools
[SCHOOL], and for centralized correspondence study programs under this chapter.

* See. 14. AS 14.17.024 isamended to read:

Sec. 14.17.024. Money for stale boarding schools [SCHOOL], (& Money
for the instructional services provided in a fiscal year by [THE] state boarding schools
[SCHOOL] established under AS 14.16.010 includes an allocation from the public
school foundation account in an amount calculated by

(1) multiplying the instructional unit value inAS 14.17.036 by the total
number of instructional units under AS 14.17.031 for that fiscal year, as determined
by treating each (THE) school as if it were a sc Tool district consisting of a single
funding community;

(2) multiplying the product determined under (I) of this subsection by

the area cost differential that is applicable to calculation of the entitlement for (he

3- CSII11 147(1IF.S)
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adjacent school district under AS 14.17.051; and

()] adding 10 percent of the eligible federal impact aid received for -

fiscal year on behalf of each ITHE] school plus any federal impact aid received on
behalf of each [THE1l school which the state, under P.L. 81-874 (20 U.S.C. 236 - 244),
as amended, and regulations adopted under it, could not consider as local resources if
the school were considered a school district.

(b® In addition to the amount calculated and payable under (a) of this section,
the governor shall request from the legislature appropriation of any program receipts
or federal food service reimbursements or other federal aid, other than aid under P.L.
81-874 (20 U.S.C. 236 -244), a" amended, received on behalf of each (THE] school,
and other amounts necessary for the expenses of operating each (THE] state boarding
school, including

(1) domiciliary services, including room, board, custodial services, and
other reasonable expenses related to the operation and maintenance of dormitory and
other residential facilities for students;

(2) student transportation services, to include one round trip for each
student between the student®s place of residence and the site of each (THE] state
boarding school during each school year, and

(3) maintenance and operation of the school"s physical plant.

© Money received by d (THE] state boarding school for purposes described

in (@) of this section may be used for the purposes described in (b) of this section, and
money received for the purposes described in (b) may be used for the purposes
described in (a).
* Sec. 15. AS 14.30.010(b)( 10) is amended to read:
(10) isenrolled in
(A) a (THE] state boarding school established under AS 14.16;
or
(B) a full-time program of correspondence study approved by
the department; in those school districts providing an approved correspondence
study program, a student may be enrolled cither in the district correspondence

program or in the centralized correspondence study program;

CSHB 147(1IES) -6
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* Sec. 16. AS 23.40.200(c) is amended to read:
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11
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(©) The class in ()(2) of this section is composed of public utility, snow
removal, sanitation, and educational institution employees other than employees of a
school district, a regional educational attendance area, or a [THE] state boarding
school. Employees in this class may engage in a strike after mediation, subject to the
voting requirement of (d) of this section, for a limited time. The limit is determined
by the interests of the health, safety, or welfare of the public. The public employer
or the labor relations agency may apply to the superior court in the judicial district in
which the strike is occurring for an order enjoining the strike. A strike may not be
enjoined unless itcan be shown that it has begun to threaten the health, safety, or
welfare of the public. A court, indeciding whether or not to enjoin the strike, shall
consider the total equities in the particular class. "Total equities" includes not only the
impact of a strike on the public but also the extent tc which employee organizations
and public employers have met their statutory obligations. Ifan impasse or deadlock
still exists after the issuance of an injunction, the parties shall submit to arbitration to

be carried out under AS 09.43.030.

e See. 17. AS 23.40.200(d) is amended to read:

(d) The class in (@)(3) of this section includes all other public employees who
arc not included in the classes in (@) or (21 ((@)(2)) of this section. Employees in
(his class may engage in a strike if a majority of the employees in a collective
bargaining unit vote by secret ballot to do so. However, ifan impasse or deadlock is
reached in collective bargaining negotiations between a municipal school district, a
regional educational attendance area, or a [THE] state boarding school and its
employees, the panics shall submit to advisory arbitration before the employees may
engage in a strike. The arbitrator selected to conduct the advisory aibitration must be
a member of the American Arbitration Association Panel of Labor Arbitrators or the
Federal Mediation and Conciliation Service. In selecting the arbitrator, the panics
shall request a list of arbitrators who have knowledge of and recent experience in the
local conditions in (he school district, regional educational attendance area, or state
boarding school. A list containing at least five nominees who meet the qualifications

of this subsection is a complete list for the purpose of striking names and selecting the

.. CSHB 1471 lI*sl1
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arbrtrator.
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HEALTH. EDUCATION AND SOCIAL SERVICES COMM ITTEETE

STATE CAPITOL, JUNEAU 99801

ALASKA STATE LEGISLATURE
(907)465-3759

HOUSE OF REPRESENTATIVES

SPONSOR STATEMENT

HB 147 "An Act relating to charter schools and to the
establishment of sfate boarding schools."

Mt. Edgccumbc, the state's only authorized boarding school, has
earned a reputation for academic excellence. Many of our Alaskan
leaders have graduated from there.

An increase in the state"s boarding school program has been
discussed as one way to improve the quality of education in Alaska"s
rural high schools. HB 147 would enable the state to open additional

boarding schools.

HB 147 would also allow a charter school to be designed to serve
nonresident students. The 1local school board would supply the funds
necessary to pay the expenses of housing nonresident students who
attend the charter school, including room, board, and other

reasonable housing expenses.

Let us build upon the success of Mt. Edgecumbc and provide this
opportunity for more students.

SPONSOR STATEMENT



A NEA-Alaska

AlJihatea with the National Lducation Association

NEA-ALASKA POSITION PAPER

HB 147 - Relating to charter schools and to the establishment of state boarding schools

House Bill 147 allows for the creation of charter school boarding schools by local school
districts. While this bill recognizes the excellence of Mount Edgecumbe itdoes not
have a provision that would allow for the funding of any charter boarding schools that
would be created. Italso removes the state"s authority to oversee statewide programs.

NEA-Alaska agrees that Mount Edgecumbe provides an exemplary program that is
needed by a la.ger number of students than can be provided for currently. We agree
that more options for rural students isa good idea. But as written this bill does not
address the needs of those students who are not now being served, and itwill weaken
already existing programs. |In fact itmay seriously weaken Mount Edgecumbe by

pulling students and funding from their program.

NEA-Alaska believes that HB 147 must include a funding provision for any new
boarding schools that are developed. To do otherwise would mean that any district that
would contemplate starting a charter boarding school would have to take dollars from
existing programs t>fund the costs of housing students. These costs are not
addressed in the current foundation formula.

Currently Mount Edgecumbe isadministered by the Department of Education, the State
School Board is the local school board for Mount Edgecumbe. This ishow itshould be.
Mount Edgecumbe isa state-wide program. What HB 147 attempts todo ishave
individual districts become the administrators of what would be a statewide program.
NEA-Alaska believes that programs which have the potential to impact the students of
the entire state should be governed by the state.
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CS FOR HOUSE BILL NO. 147(HES)
INTHE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE -FIRST SESSION

BY THE HOUSE HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEE

O ffered:
Referred:

Sponsor's):  HOUSE HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEE

A BILL

FOR AN ACT ENTITLED

"An Act relating to the expenses of housing nonresidcr er school .dents;

authorizing charter school programs to provide domiciliurv and other services to

nonresident charter school students; relating to the establishment of state hoarding

schools."

BE IT ENACTED BY THE LEGISL \TUPE OF THE STATE OF ALASKA:

Section 1. AS |4.03.2b0 K arr.e-Jed bv adding a new subsection to read:

fdi The expends of housing nonresident students who attend the charter

schi "L including room. *>\ird. and other reasonable heuvng r pen*.**, may - :be paid
for with money but may be paid for with funds contnbuted by sources other than
the state.

Sec. 2. 03 isamended ®" rejd

Tr.e p: - » » nf j chafer school m,0 v: JcMgrvd t* e
<l) students within an age group or grade level; (OR)

2- students who will benefit from a particular teaching method or

: ) CSHB 147'HENI
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curriculumi_c«»r

(©) nonresident students, including providing domiciliary service

lor students who mid tinsc services
*Sec. 3. AS 14.16.010 is amended to read:

Sec. 14.16.010. Establishment of state boarding schools (SCHOOL). The
department may establish and operate (A) boarding schools (SCHOOL. TO BE
KNOWN® AS THE MT. EDGECUMBE HIGH SCHOOL), to be managed in
accordance with thi- chapter A (THE) Mate boarding >chool must offer a secondary
education curriculum to students enrolled in it and musi proside domiciliary services
for students needing such services

*Sec. 4. AS 14.16.020 is amended to read:

Sec. 14.16.020. Operation of stale boarding schools (SCHOOL). In the
management of (THE) state boarding schools (SCHOOL), the board .hall

(.)) adopt a philosophy of education for (THE) state boarding schools
(SCHOOL);

(@ employ (A) chief school administrators (ADMINISTRATOR) and
approve the employment of other personnel necessary to operate (THE) st te boarding
schools (SCHOOL);

i3» establish the salaries and benefits to be paid teachers, excluding
administrators ( OF THE STATE BOARDING SCHOOL);

*4) designate the employees authorized to direct disbursements from the
money appropriated for the operation of (THE) state b- urding schools FSCHOOLJ and
K : the construction of (ITS) fecilities;

(5> provide custodial services and routine maintenance of (THE STATE
BOARDING SCHOOL"S) physical fecilities.

«61 establish procedures for the development jr.d implementation of
cumculun and the -election and u-e of textNvks and instructional materials (AT THE
ST \TF BO O0]\o SCHOOL);

rreswtihc health evaluation ar i p*aecment screening program- for
ne.vly admitted -t...: t.

(8) establish procedures for staff evaluation: and

CSH I47iHESi
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191 provide stuff training.
e See. 5. AS 14.16030(a) is amended to read:

Mi A (THE) slate boarding school may admit stuJents who are qualified in
accordance with applicable admission standards. Preference for enrollment must oe
given to students currently enrolled at a [THE] boarding school and to students whose
educational, emotional, or family requirements warrant attendance ina domiciliary
environment,

e See. 6. AS 14.16 040 > amended to read

Sec. 14.16.040. Status of state hoarding school. A (THE) state boarding
school is a public school of the state.

* See. 7. AS 14.16.050(a) is amended to read:

@ The following provisions apply with respect to the operation and
management ot a (THE) state boarding school as if itwere a school district:

(1) requirements relating to school district operations:
(A) AS 14.03.030 - 14.03.050 (defining the school term, day in

session, and school holidays):

® AS 1403.083 * 14.0? 140 "miscellaneous provisions
applicable to school district operations!:

.Ci regulate n* adopted by the board under authority of
AS 14.07.020(a) that are applicable to schvX)! districts andtheir schools, unless
the board specifically exempts (THE) state ~"arding schools[SCHOOL)  from

compliance with a regulation:

(D> AS14.12.150 (authorizing school districts to establish and

participate inthe services of a regional resource center);

iE» AS 14 14 050 limposing the requirement of an annual

auditi;

<E AS 14 14 1) iauihon/mg cooperation with other -chool
Juries™.

ifi - \s M 14 ;20 ,li.ee: .g the employment of a chief »ehool
admini4f. ;. "j-.

tHi AS 14 14 |4»ht (establishing a prohibition on employment

-t | I Mill 14T lir-S*
r-yr e« fzeltrt: .tat jre.mrrr:
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"l i relative of the chief «chool .nlinmistratort;
(M) AS 14_1S (prohibiting discrimination based on sex in public
education”.
(2* requirements relating to state financial assistance for education and
the receipt and expenditure of that assistance:
(A) AS 14.17.080 (relating to student count estimates):
<B) AS 14 17 082 (relating to school operating fund balances);
i0 AS 14.17.160 - 14.17.220 (setting out the proceJure for
payment ot financial assistance, and imposing general requirements and limits
on money paid);
(3) requirements relating to teacher employ mcnt and retirement:
(A) AS 14.14.105 and 14.14.107 (relating to sick leawe);
iB) AS 14.20.095 * 14.20.215 (relating to the employment and
tenure of teachers);
© AS 14.20.220 (relating to the salaries of teachers
employed);
(D) AS 1420.280 - 14.20.350 (relating to sabbatical leave
provisions for teachers);
it AS 23.40.00 =25 40.260 (authorizing collective bargaining
by certificated employees), except with regard to teachers who are
administrators and except that the board may delegate some or all of its
responsibilities under those statutes:
iFe AS 14 25 iproviMons regarding the teachers ~retirement
system”:
<41 requirement* relating to students and educational programs:
fA « AS 14 30.1SO m]4 50.350 "relating to educational services
for exceptional children);
B AS 14 0360 = 14 30 3”” establishing health education
pr.** m 'VinJarJ't:
0 AS Im30.400 < |4,?0-.7% relating to oiitng-v at.4

hiculMral education).

CSH 147<11KS 1 4.
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*Sit.S. AS X IMM) isamended to read.
See. 14.16.060. Status of employees. The employees of a [TUF*1 state
boarding school arc slate employees.
*Sec. 9. AS 14.16.070 is amended to read;
See. 14.16.070. Applicability of other law. AS 23.40.070 *23.40.260 (Public
Employment Relations Act) apply to the employees of a (THE) state boarding school.
* See. 10. AS 14 16 0801a) is amended to read:
(@ AS 14 |7024 applies to the calculation of state aid payable for operation
of a |THE| state boarding school.
* See. Il. AS 14 ]60S0ihi is amended to read:
(b) In the transmittals required by AS 37.07.060 « 37.07.062. the governor
shall request amounts for the expenses of construction, rehabilitation, and improvement
of the facilities of a (THE) state boarding school.

* Sec. 12. AS 14.16.080(e) is amended to read:
e For purposes of application for and receipt of federal aid to education, d

(THE) state boarding school constitutes a local educational agency.

* Sec. 13. AS 14.17.010iai is amended to read

@ The public school foundation account is established. The account consists
ot apprcpri tons for distribution to school districts. (THE) state boarding schools
(SCHOOL), and for centralized correspondence study programs under this chapter.

*Sec. 14. AS 14 1024 is amended to read

Sec. 14.17.024. Mono for state boarding schools fSCHOOLI. & Money
tor the insiructiorul services provided in a fiscal year by (THE) state boarding schools
(SCHOOL) established under AS 14 16010 includes an allocation from the public
school foundation account in an amount calculated by

ili multiplying the instructional unit value ;n AS 14.17056 by the total

number of instructional & :s under AS 14 17031 for that fiscal year, as determine i

by treat.: seach (THF.) school as if itwere a school Jivinct consisting of a single
I.NQ comr amty:

*21 multiplying the pi. a.*" determined ur.der <I* 0" this subsection by

the area cost differential *hat is applicable to calculation of the entitlement for the

csHd 1471 1ESi
r«»>- — mmi¥mi ;zen:i: rrxr ftuemcr/



12
13
14
15
16
17
18
19
20

21

23
24
25
26
27

29
30
31

0-LS0469\F

h llatent school distilet under AS M "7.051; and

131 adding 10 percent of the eligible federal impact aid received for that
hsc.il year on behall of each [THE] school plus any federal impact aid received on
hchull of each (THE] school which the state, under P.L 81-S74 (20 U.S.C. 236 -244),
as amended, and regulations adopted under it could not consider as local resources if
the school were considered a school district.

(b) In addition to the amount calculated and payable under (&) of this section,
the governor shall request from the legislature appropriation of any program receipts
or federal food service reimbursements or o;hcr federal aid. other than aid under P.L.
81-874 120 | S C. 236 *244). as amended, received on behalf of each [THE] school,

and other amounts necessary for the expenses of operating each [THE] state boarding

school, including

(1) domiciliary services, including room, board, custodial services, and
other reasonable expenses related to the operation and maintenance of dormitory and
other residential facilities for students;

(2) student transportation services, to include one round trip for each
student between the student's place of residence and the site of each (THE] state
boarding school during each school year, and

(3) maintenance and operation of the school"s physical plant.

(© Money received by a (THE] state boarding school for purposes described
in (a) of this section may be used for the purposes described in (b) of this section, and
money received vr the -urposes described in ib) may be used for the purposes
described m >a*

e Sec. 15. AS 14 30.010*bit 10) is amended to read:
(10) isenrolled in
-A) a (THE] state boarding school established unJer AS 14 |6.
or
B * a full-time pr *:ram of cor>pondcnce study approved by
the department, m those "CV*d districts providing an approved correspondence
study program, a student may be enrolled cither in the district correspondence

program or in the centralized correspondence study program.

CSHB 147.11KS. ft
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*Sec. 16. AS 23 40 200(c) in -lincndcd to rc.nl:

© The class in (@<2) of this section is composed of public utility, snow
removal, sanitation, and educational institution employees other than employees ol a
school district, a regional educational attendance area, or a fTHE| state hoarding
school. Employees in ihis class mav engage m a strike after mediation, subject to Un—
voting requirement of tdi of this section, for a limited time. The limit is determined
b> the interests of the health, safety, or welfare of the public. The public employer
or the labor relations agency may apply to the superior court in the judicial district in
which the strike in occurring tor an order enjoining the strike. A strike may not be
enjoined unless it can be shown that it bn begun to threaten the health, safety, or
welfare of the public. A court, in deciding whether or not to enjoin the strike, shall
consider the total equities in the particular class. "Total equities" includes not only the
impact of a strike on the public but also the extent to which employee organization*
and public employers have met their statutory obligations. Ifan impasse or deadlock
still exists after the issuance of an injunction, die parties shall submit to arbitration to
be earned out under AS 09 43.030.

e See. 1T. AS 2? 40 200<d) isamended to read

tdi The cijNS in fa -?" of this section incluJes all other public employees who
arc ru: included m the classes in taKl) or |u *2»] of this section. Employees in
this class may engage in a stnkc if a majonty of the employees in a collective
bargaining unit vote by secret ballot to do so However, ifan impasse or deadlock is
reached .ollccttve bargaining negotiations between a municipal school district a
regional educational atter.Jar.ee area, or g [THE1l state hoarding school and <ts
employees, the parties shall submit to advisory arbitration before the employees may
engage in a stnkc The arbitrator selected to conduct the advisory arbitration must be
a member of the American Arbitration Association Panel of Labor \rbitratot« or the
Federal Mediation ur.d Co-. Jtalion Service In selecting the arbitrator the parties
shall rcques* a list of urh.tratofs who have knowledge of anj recent experience in the
I<kal conditions in the - ol %= regional edu.jtional attendance area. »r state
boarding school ,\ lid c tttaining at least five nominees wlw> meet the qualifications

of this subsection is a complete list for the purpose ol sinking names ar.J selecting the

ror.ati Xy iM -rrtp. CSHBUTHIES
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STATE OF ALASKA

FISCAL NOTE

Revision Date:2/19/98 Department Affected: Education

Title: An act relating to the public school funding program: BRU: K-12 Support
repealing the public school foundation program; relating Component:

Sponsor: House HESS
Requester: House HESS COMPONENT SERIAL NO.

(Thousands of Dollars)
FY 01 FY 02 FY 03

OPERATING FY 99 FY 00
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS *62.1 *62.1
MISCELLANEOUS

TOTAL OPERATING *62.1 *62.1

-62.1 *62.1 -62.1

*62.1 *62.1 *62.1

CAPITAL EXPENDITURES

CHANGE INREVENUES
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF *62.1
1005 GF/Program Receipts

1006GF/MUTIA

Other
TOTAL *62.1 *62.1 *62.1 *62.1

*62.1 *62.1 *62.1 *62.1

*62.1

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year (FY98) impaci:

ANALYSIS: (Attach a separate pago ifnecossary)

Schools for the Handicapped

151

BILL NO. CS SS HB 148IHES)

FY 04

*62.1

*62.1

-62.1

*62.1

Section 17 amends AS 14.30.650 which determines tho state aid allocation to tho Special Education Service Agency

(SESA).

Preparedby: Eddy Joans. School France Manager Phonj*: 465-8679

Division: Education Support Sorvicos Dati

Approved by Commissioner: Shirjgy.j. HQiipway. Ph.D...Commiss'ongr / n c+tsi/C >

Agency: Education Ifaie: N

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR™S LEGISLATIVE OFFICE

For tunt#osmeubon imtomiDoncal ir-Govermors Lo~ tutv* Offc™

p*e* lo« j



STATE OF ALASKA
1998 LEGISLATIVE SESSION
Revision Date: 2-19-98

FISCAL NOTE

BILL NO. CS SS HB 14p(HES)

Department Affected: Education

Title: An act relatino to the public school fundino program: 8RU: K-12 Support
repeal ing the public school foundation program: relating

Sponsor: Representative Bunde

Component: FQUPtiaiiQtLgrQflram

Requester: HOUSeHESS

COMPONENT SERIAL NO.

Expenditures/Revenues:

(Thousands of Dollars)

141

OPERATING FY 99 FYOO FY 01 FY 02 FY 03 FY 04

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS -139.7 -139.7 -139.7
MISCELLANEOUS

TOTAL OPERATING -139.7 +139.7 -139.7

-139.7 -139.7 *139.7

*139.7 -139.7 -139.7

CAPITAL EXPENDITURES

CHANGE INREVENUES 1
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Prograra Receipts
1006 GF/MHTLA

Other
TOTAL -139.7 -139.7 *139.7 *1397

-139.7 -139.7 *139.7 *139.7 -139.7 -139.7

-139.7 *139.7

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year (FY98) impart: .Jk

ANALYSIS: (Attacn a separato page ifnecessaiy.)

See attached schedule for fiscal noto and sectional analysis.

Prepared by: Eddv Jeans. School Finance Manager Phono: 465-8679 / n
Division: EducationSupport Services Ofrtt: jj f
Approved by Commissioner: Shi.iov Holloway. Ph D .Commiss»on»»f ,— m'

Agoncy: Education Date: /8. ?2dW
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
fo* Kmr*f ottrouMn mftxmuon u i tnc Governors i*pii»iA« Oft)c«
p*9*_ 1o J




CS SS HB 148(HES) -Public School Funding Program - 2-19-98

Fiscal Note Analysis

GRANTS: The following table lists the assumptions used to prepare the fiscal note.

Bill Reference Sec. 29 Sec. 14.17410(2) Sec. 27 Transition
Fiscal Year Student Allocation Required Local Hold Harmless
FY99 S$3.840 3.00 mills 100%
FY0O $4,010 3.25 mills 80%
FYO01 $4,060 3.50 mills 60%
FYO2 $4,105 3.75 mills 40%
FY03 $4,150 4._00 mills 20%
FY04 $4,150 4.00 mills 0%

Sectional Analysis
Section 1- Defines the purpose of the proposed public school funding program.

Section 2 -Amends Alaska statute 14.17. Listed under Section 2 are sections 14.17.300 through 14.17.990 that
outline the proposed Public School Funding Program. Following isa listof the proposed sections and their titles.

Sec. 14.17.300. Public school account.
Sec. 14.17 400. State funding for districts.

Sec. 14.17.410. Equalization funding.

Sec. 14.17.420. Special needs and intensive services funding.

Sec. 14.17.430. State funding for correspondence programs.

Sec. 14.17.435. State funding for state boarding school.

Sec. 14.17.440. Local contnbution.

Sec. 14.17.450. Funding communities.

Sec. 14.17.460. Funding community size factor.

Sec. 14.17.470. Area cost and transportation factors.

Sec. 14.17.475. Base student allocation.

Sec. 14.17.500. Student count estimate.

Sec. 14.17.505. Fund balance in school operating fund.

Sec. 14.17.510. Determination of full and true value by Department of Community and Regional Affairs
Sec. 14.17.600. Student counting periods.

Sec. 14.17.610. Distnbution of public school funding.

Sec. 14.17.900. Construction and implementation of chapter.

Sec. 14.17.910. Restrictions governing receipt and expenditure of district money.
Sec. 14.17.920. Regulations.

Sec. 14.17.990. Definitions.

PHFJot 4



CS SS HB 148(HES) -F jbllc School Funding Program - 2-19-98

Section 3 -amends AS 14.03.120(g), new reference of district from AS 14.17.250 to AS. 14.17.990.
Section 4 -amends AS 14.03.125(e), new reference of district from AS 14.17.250 to AS. 14.17.990.
Section 5 -amends AS 14.03.150(c), new reference of public school funding from State Foundation Aid.
Section 6 -amends AS 14.03.160(F)(2), new reference of district from AS 14.17.250 to AS.14.17_yyu.

Section 7 -amends AS 14.03.260(c). new reference of restrictions governing receipt and expenditure of district
money from AS 14.17.190 to AS.14.17.910.

Section 8 -repeals and reenacts AS 14.09.010, Transportation of students. Elimina*f.* state reimbursement
program for pupil transportation. Allow districts to receive an adjustment in the public school funding program for

transportation cost.

Section 9 -amends AS 14.11.008(b), new referenced full and true prr~nv value fromAS 14.17.025(a)(1) to
AS 14.19.310 and district average daily membership from AS.14.17.25J to AS 14.19.990.

Section 10 -amends AS 14.14.115(c)(2), new reference of district from AS 14.17.250 to AS.14.17.990.

Section 11 -amends AS 14.16.050(a)(2), new reference of public school funding from state financial assistance
for education. Corrects reference of student count estimates from AS 14.17.080 to AS 14.17.500. school
operating fund balance from AS 14.17.082 to AS 14.17.505 and public school funding from AS 14.17.160 -

14.17.220 toAS 14.15.300 - 14.17.910.

Section 12 eamends AS 14.16.080(a), new reference of public school funding from AS 14.17.024 to
AS 14.17.235.

Section 13 -amends AS 14.20.177(a), changes reference of basic need to level Ineed from
AS 14.17.021(b) to AS 14.17.410(b)(1). Adds a new sub-section 3 addressing tenure layoff ifthe districts

equalization funding decreased by 3% or more due to proration.
Section 14 eamends AS 14.30.305. new reference of funding from Foundation.
Section 15 eamends AS 14.30.315(a), now reference of funding from Foundation.

Section 16 eamends AS 14.30.347. clarifies tho districts responsibility to provide transportation services for
exceptional children. The distnct is responsible for cost associated with the transportation of exceptional children.

Section 17 *repeals and reenacts AS 14.30.650, changes tho funding mechanism for the Special Education
Servico Agency (SwSA). The allocation will bo based on 18% of Iho statowido ADM multiplied by $85. Currently
the allocation isbased on 2% of tho total foundation special education allocation or $85 per special education

child whichever is greater.

Section 18 -amends AS 14.36.030(a), now rolorenco of funding from Foundation support.

Section 19 eamends AS 29.45.020(a), for tho purposo of taxpayer notice, now roferenco of public school funding
from public school foundation

Jor j
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Section 20 -amends AS 29.60.030(d), new reference of stale aid from AS 14.17.140 to AS 14.17.510.
Section 21 -amends AS 36.10.090(b), new reference of funding from foundation money.

Section 22 eamends AS 36.10.125(c), new reference of funding from foundation money.

Section 23 -amends AS 44.47.305(c), for the purpose of day care assistance program, change reference of
instructional unit allotments to funding communities from AS 14.17.051 to AS 14.17.470. (area cost differentials)

Section 24 -repeals AS 09.020; AS 14.17 010, AS 14.17 021, AS 14.17 022, AS 14.17.024, AS 14.17.025,
AS 14.17.026, AS 14.17.031, AS 14.17.041, AS 14.17.043. AS 14.17.045, AS 14.17.047, AS 14.17.051,
AS 14.17.056, AS 14.17.080, AS 14.17.082, AS 14.17.140, AS 14.17.160, AS 14.17.170, AS 14.17.190,
AS 14.17.200, AS 14.17.210. AS 14.17.220. AS 14.17.225, AS 14.17.250; and AS 14.30.010(b)(7).

Section 25 e Transition: Area Cost Factors, establishes the area cost factors by funding community for a two year
period. By the end of the two year period tho department shall establish in regulation the area cost factors based

on the results of the cost factor study.

Section 26 e Transition: Student Transportation, establishes the transportation factors by district for a two year
period. By the end of the two year period the department shall establish in regulation the transportation factors

based on the results of the cost factor study.

Section 27 -Transition: Hold Harmless, establishes the programs and entitlements to be included in the hold
harmless base. Establishes the hold harmless percentage year and iseliminated inyear 5.

Sectior. 28 - Transition: Regulations, allows the department to utilize existing regulation that conform with the
language and purpose of this act.

Section 29 eTransition: Base student allocations. Establishes the student allocation amounts each year for 5
years.

Section 30 = Establishes July 1.1998 as the effective date.
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Fiscal Note Analysis

CONTRACTUAL : Tho department isrequesting a one time appropriation of $498,600 in FY98 to commission

an educational cost study. The department believes itwill tako approximately 18 months tocomplete the study.
Place holder area cost and transportation factors have been placed in transition sections 25 and 26 of this hill. It
is the intent of the department to commission the study and adopt tho results in regulation. Elements to
consider inan educational cost study may included but are rict limited to, certified and classified salaries,

benefits, geographic location, transportation, fuel, utilities and supplies.

GRANTS : The following table lists the assumptions used to prepare the fiscal note.

Bill Reference Sec. 29 Sec. 14.17.410(2) Sec. 27 Transition

Fiscal Year Student Allocation Required Local Hold Harmless EnrolIment Growth
FYO98 $3,400 3.00 mills 100% FY98 Projections
FY99 $3,925 3.25 mills 80% 1.5%
FYOO $3,970 3.50 mills 60% 1.5%
FYO01 $4,010 3.75 mills 40% 1.5%
FY02 $4,045 4.00 mills 20% 1.5%
FYO3 $4,045 4.00 mills 0% 1.5%

Sectional Analysis
Section 1-Defines the purpose of the proposed public school funding program.

Section 2 -Amends Alaska statute 14.17. Listed under Section 2 are sections 14.17.300 through 14.17.990
that outline the proposed Public School Funding Program. Following isa listof the proposed sections and their

titles.

Soc. 14.17.300. Public school account.
Sec. 14.17.400. State funding for districts.

Sec. 14.17.410. Equalization funding.

Sec. 14.17.420. Special needs and intensive services funding.

Sec. 14.17.430. Stato funding for centralized correspondence study.

Sec. 14.17.435. Stato funding for state boarding school.

Soc. 14.17.440. Local contribution.

Soc. 14.17.450. Funding communities.

Sec. 14.17.460. Funding community size factor.

Sec. 14.17.470. Area cost and transportation factors.

Sec. 14.17.475. Baso student allocation.

Soc. 14.17.500. Student count estimate.

Sec. 14.17.505. Fund balance inschoo loperating fund.

Soc. 14.17.510. Determination of full and true value by Department of Community and Regional Affairs.
Soc. 14.17.520. Minimum expenditure for instruction.

Soc. 14.17.600. Student counting periods.

Sec. 14.17.610. Distribution of public school funding.

Sec. 14.17.900. Construction and implementation of chapter.

Soc. 14.17.910. Restrictions governing recoipt and expenditure of district money.

Soc. 14.17.920. Regulations
Soc. 14.17.990. Definitions.
Pagtt ] . of J
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Section 3 -amends AS 14.03.ir0(g), new reference of district from AS 14.17.250 to AS.14.17.990.
Soctlon 4 -amends AS 14.03.125(e), now reference of district from AS 14.17.250 to AS.14.17.390.
Section 5 -amends AS 14.03.150(c), new reference of public school funding from State Foundation Aid.
Section 6 -amends AS 14.03.160(F)(2), new reference of district from AS 14.17.250 to AS.14.17.990.

Section 7 -amends AS 14.03.260(c), now reference of restrictions governing receipt and expenditure of district
money from AS 14.17.190 to AS.14.17.910.

Section 8 -repeals and reenacts AS 14.09.010, Transportation of students. Eliminates state reimbursement
program for pupil transportation. Allow districts to receive an adjustment in the public school funding program for

transportation cost.

Section 9 -amends AS 14.11.008(b), now reference of full and true property value from AS 14.17.025(a)(1) to
AS 14.19.310 and districtaverage daily membership from AS.14.17.250 to AS 14.19.990.

Section 10 -amends AS 14.14.115(c)(2), new reference of district from AS 14.17.250 to AS.14.17.990.

Section 11 -amends AS 14.16.050(a)(2), new reference of public school funding from state financial assistance
for education. Corrects reference of student count estimates from AS 14.17.080 to AS 14.17.500, schoo!
operating fund balance from AS 14.17.082 to AS 14.17.505 and public school funding from AS 14.17.160 -

14.17.220 toAS 14.15.300 = 14.17.910.
Section 12 -amends AS 14.16.080(a), new reference of public school funding from AS 14.17.024 to
AS 14.17.235.

Section 13 -amends AS 14.20.177(a), changes reference of basic need to level Ineed from
AS 14.17.021(b) to AS 14.17.410(b)(1). Adds a new sub-section 3 addressing tenure layoff ifthe districts

equalization funding decreased by 3% or more due to proration.

Section 14 -amends AS 14.30.305, new reference of funding from Foundation.
Section 15 -amends AS 14.30.315(a), new reference of funding from Foundation.

Section 16 -amends AS 14.30.347, clarifies the districts responsibility to provide transportation services for
exceptional children. The district is responsible for cost associated with the transportation of exceptional
children.

Section 17 -repeals and reenacts AS 14.30.650, changes the funding mechanism for the Special Education
Service Agency (SESA). The allocation will be based on 18% of tho statewide ADM multiplied by $85. Currently
tho allocation isbased on 2% of the total foundation special education allocation or $85 per special education

childwhichever isgreater.

Section 18 -amends AS 14.36.030(a), now roforenco of funding from Foundation support.

Section 19 -amends AS 29.45.020(a), for tho purpose of taxpayer notice, now reference of public school
funding from public school foundation.
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Section 20 -amends AS 29.60.030(d), new roferenco of state aid from AS 14.17.140 toAS 14.17.510.
Section 21 -amends AS 36.10.090(b), new reference of funding from foundation money.
Section 22 -amends AS 36.10.125(c), new reference of funding from foundation money.

Section 23 -amends AS 44.47.305(c), for the purpose of day care assistance program, chango reference of
instructional unit allotments to funding communities from AS 14.17.051 to AS 14.17.470. (area cost differentials)

Section 24 -repeals AS 09.020; AS 14.17 010, AS 14.17021, AS 14.17022, AS 14.17.024, AS 14.17.025,
AS 14.17.026, AS 14.17.031, AS 14.17.041. AS 14.17.043, AS 14.17.045, AS 14.17.047, AS 14.17.051,
AS 14.17.056, AS 14.17.080, AS 14.17.082, AS 14.17.140, AS 14.17.160, AS 14.17.170, AS 14.17.190,
AS 14.17.200, AS 14.17.210, AS 14.17.220, AS 14.17.225. AS 14.17.250; and AS 14.30.010(b) (7).

Seciion 25 -Transition: Area Cost Factors, establishes the area cost factors by funding community for a two
year period. By the end of the two year period the department shall establish in regulation the area cost factors

based on the results of the cost factor study.

Section 26 -Transition: Student Transportation, establishes the transportation factors by district for a two year
period. By the end of the two year period the department shall establish in regulation the transportation factors

based on the results of the cost factor study.

Section 27 -Transition: Hold Harmless, establishes the programs and entitlements to be included in the hold
harmless base. Establishes the hold harmless percentage year and iseliminated in year 5.

Section 28 -Transition: Regulations, allows the department to utilize existing regulation that conform with the
language and purpose of this act.

Section 29 -Transition: Base student allocations, Establishes the student allocation amounts each year for 5

years.

Section 30 -Establishes July 1.1997 as ti  effective date.
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Introduction to Study Methodology

Introduction

The School Operating Cost Study is the result of a professional services
contract arising from Request for Proposals No. LBA972 by the
Legislative Budget and Audit Committee. A number of parameters were
specified in the contract that would guide the design, methodology and
conduct of the study. The key provisions are listed here so readers can
understand the specific nature of the task and the approach and
methodology chosen by the study team.

The initial charge isstated in the purpose. "The study is to determine the
differences in costs of school operation that arise from differences in
school size (student population in a funding community) and geographic
location, for the purpose of providing information necessary to make
changes to the public school funding formula.” In other words, the study
will provide the means to restructure the existing funding mechanism but
the actual formula restructuring is to be done by the legislature, not the

consultants.

The central issues of the study are the impacts on school operating costs
of school size and geographic location. Further, the study is confined to
operational costs and is not a study of a number of other school costs -
such as pupil transportation, special education and capital projects -
that have special apj ropriations outside of the current public school
funding formula for oajic educational need.

The contract further states, "For the purposes of this study, the
consultant may not consider the cum-it administrative structure nor any
of the current contractual arrangements held by a school district." This
requirement means that recommended foimula revisions must be broad
enough to factor out the impacts of conscious choices made by individual
districts that impact theirown costs when compared to other district:.

The contract also requires that consideration be given to costs that are
unique to large urban districts and small rural districts. lbis guideline
rccogni/cs that a single, simple formula may not be appropriate for all
Alaska®s school districts The study design must respond to these unique

differences.

The time frame for the study - from contract award NmCL*l er 13 1U>7
to lanuary 31, 1998, with a progress draft due January 15, 1998 -
another key factor in study design To some extent the lime frame
dictated that most of the study would rely on existing data available
from school districts, the Alaska Department of Fducatton and other
sources such as the Alaska Department of Labor.

Alaska SchoolQparatrg CoalStudy « January 1996 UrOowe™ Group, tne <Paga 1



Selection of M ethodology

The study team recommended a major concept change at the beginning of
the study. We recommended that the basic units of analysis be schools
rather than existing funding communities. Schools are the basic and
objective units of actual cost occurrence while funding communities were
subjectively determined. Using funding communities to determine staffing
requirements would negatively impact our ability to perform objective

research.

The study team first assembled a team of four respected school
operations experts. These experts represented both urban and rural
viewpoints as well as a wide range of school expertise in business
management, financial  analysis, instruction, operations and
administration. This group guided and advised the professional study
team. Their first task was to determine lewels of instructional staffing
appropriate to all sizes of schools represented by Alaska®s nearly 500
individual schools - regardless of existing levels of funding or geographic
location. This model for instructional staffing became the basis for further

research and analysis.

The study team amassed enormous databases on school operations.
These data included instructional staffing for all schools, instructional
salaries, instructional pay scales, district financial reports and statewide
databases on non-school wages throughout Alaska. Other data including
recent cost-of-living research was also collected.

The study team then developed the "statistical approach™ that is the
framework for presenting school cost analyses in this study. The
statistical approach isnew to school cost research and was designed to
meet the terms of the contract and to overcome some difficulties with the
current public school funding formula. It also allows for objective
quantification of costs by school and by student as well as by district.

Problems inherent in the existing formula include:

e basing most of the area cost differential on the cost of operating
residential households - not school districts;

e basing school (or r “her, funding community) size factors only on
professional opinion and not empirical evidence; and

e failing to consider factors other than commodity price differences that
influence costs of operating schools.

The statistical approach has the advantage of establishing an empirical
basis lor the largest portion of school costs - instruction. Using various
statistical techniques, staffing for all schools was segregated into groups
*.nd an efficiency curve was developed to determine typical staffing by
school size, regardless of levels of funding by district. This was then
correlated with the school size model developed by the school experts to
produce an empirically bared formula for instructional staffing that
allows each school an appropriate level of instructional staffing

regardless of location or district size.

AUiXa SchoolOpcfAlrtg CostStudy ¢« January 1996 McOo»oi Group. Inc. = Pago 2



Next, school operating costs in all districts were analyzed and grouped
into three separate components - instruction, nonpersonnal services and
administration. Statewide, these expenditures are, respectively, 79%, 16%
and 5% of school operating costs. Analysis of these components showed
that expenditures per student varied greatly among districts, even among
districts of similar size and location. Because of these wide variations,
non-personnel and administrative costs were forced into a narrower range
than occurs in the raw data. The study team computed multipliers based
on relationships of these adjusted expenditures. Three different analyses
of non-personnel data were conducted. These involved all non-personnel
costs, a selected market basket of non-personnel costs and operations
and maintenance costs.

The statistical approach addresses per-student cost levels for both
nonpersonal services and administrative costs ina way that combines the
effects of both geographic location and school size. The study results
provide detail for assigning separate cost factors for non-personnel and
administration costs, as well as for instructional staffing levels.

Finally, substantial research effort was also given to the important issue
of instructional compensation levels and the underlying personnel area
cost differential that plays a large role in the cxistmg funding formula. A
number of methods were employed toaddress this issue.

The use of the statistical approach results in several impiovcments in the
measurement and expression of school operating costs. These
improvements are discussed in the Executive Summary.

Study Organization

Preceding isa brief discussion entitled Introduction lo Sludu Methodology.
This section describes the purpose of the study and defines the
requirements that determined study methodology. Study methodology is
briefly discussed.

An Introduction lo Study Issues defines the critical range of issues that
must be addressed when considering revisions to the public school
funding formula. Awareness of these issues sets the context for

understanding study results.

A brief Study Team section identifies the members of the school expert
panel so important to the study effort. To them we give special thanks for
their expertise, judgment and willingness to be part of a new approach to

school funding.

An Execulitr Summary nuts forth the six major findings and
recommendations resulting from the statistical approach to public school
operating cost funding allocation.

The Sun.mary of Results presents quantitative impacts on each district of
the recommended statistical approach.

Alaska School QperoV>g Coal Study « January 1990 McOowot Group. Inc. = Pago 3



Chapter I,A Statistical Approach, presents a summary discussion of the
results and methodology of the method chosen for the study. The
methodology described in this chapter is the heart of study effort.
Included arc the multipliers for each district for each of the three
components of the funding formula. The following three chapters include
detailed results of the three major school operating cost categories.

Chapter I, Instructional Allocations, addiesses the size factor analysis in
detail and is the basis for the size multipliers so critical to equitable

funding allocation.

Chapter I, Nonporsonal Services Allocations describes the three special
analyses performed to arrive at district-level multipliers for the
nonpersonal services component of the funding formula.

Chapter IV, Administrative Allocations, discusses the method and findings
of providing administrative adjustment factors for all districts.

Chapter V, Additional Considerations, describes alternate methods of
applying results. Although Chapter V does not quantify the effects of
alternate adjustment factors, it provides a discussion of area cost
differential and cost-of-living issues that historically supported a
personnel compensation differential. The chapter also includes a
discussion of the impact of varying the amount allocated to each of the

three components of the funding formula.

A Statistical Appendix is provided under separate cover. Its contents will
be detailed tables and graphs supporting the many forms of analysis
employed during the study period.

Aia$i School OpttihnQ Cost Study e Janua/y >998 McOtrwe* Grow. Inc = P*go 4



Introduction to Study Issues

Statement of the Situation

Traditionally, Alaskans have been supportive of education and willing to
pay for it. The State of Alaska"s single greatest investment is the nearly
S700 million it allocates annually to its 53 school districts for public
education. Alaska, as a state with a relatively young population,
continues to support education when the political trends elsewhere have
been to reduce spending on education. In states with relatively older
populations where fewer households have school age children, public
education is of lower priority and has been cut substantially. For
example, Arizona, an otherwise fairly well-to-do state, ranks near the
bottom in their investment in public education. Even today, in the face of
declining revenue, Alaska ranks near the top in terms of state dollars per
student, exceeded only by those states with exceptional economic ability.

Yet in recent years, even Alaska has had to face the prospect of declining
real resources devoted toeducation. Districts have had to reduce staffing,
re-ncgotiate contracts and cut costs of all kinds while municipalities,
students and parents try to compensate by raising their own money for
everything from school supplies to travel, computers and building
maintenance. While school enrollment has increased, the real value of
appropriations to pay for it has not kept pace as Alaska®s primary
source of revenue - oil - continues a long-range production decline.

In tl.is environment, the method to allocate funding among schools and
districts is under intense scrutiny, and a variety of proposals aimed at
revising the method of allocation are before the legislature.

The Need for Equity

As publ :resources decline, fairness and equity in the allocation of these
much needed funds become increasingly important. As always, Alaska
differs from other states when itcomes to alloc<*:ion of public resources.
The extent of geographic dispersion (more than ?2.!",000 students spread
over 586,000 square miles) and dramatic differences in community sizes
(and the resulting differences in scale and efficiency of school operations)
create immense differences in school operating costs.

No simple formula can ensure equity for Anchorage, with nearly 17,000
students. Pelican with 31 students and 51 other districts at all points in
between. No research study can measure the full effects of multiple
influences - such as climate, building quality, transportation costs, local
economic conditions, labor supply, isolation, local school board policies,
collective bargaining, and community demands - on the cost of education
Further, no polit *ian, school expert, researcher or consultant is going to
tell 53 districts ai.d 484 schools how to am their business while local
control remains an underlying principle of Alaskl*s public school system.
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Nevertheless, there are good reasons for scrutiny of the method to
allocate school aid and the current call for improvements in equity. The
current method of allocating education aid results ina range of S3,400 to
$21,000 per student. Although absolute equity may be impossible to
achieve, significant improvements appear possible. This study makes
major advances in the objective measurement of school costs and offers

solutions that result in progress toward equity.

Historically, Alaska distributes public school funding using two means of
compensating for differences in school operating costs. These criteria for
compensation are size - adjusted for by an instructional unit computation
that compensates for small school size - and location - adjusted for by
the Area Cost Differential (ACD). The means of calculating these
compensation measures have always been subject to debate and have
been changed on a number of occasions since statehood for both empirical

and political reasons.

Compensation for Size

Most observers ivould agree that the per student cost of providing basic
education services to 30 students ina remote community isgreater than in
an urban community with 1,500 students under one roof. Although the
principle of size compensation has been widely accepted in Alaska, the
means of calculating the size factors has been under scrutiny since the
origin of the Alaska Foundation Formula.

This weakness in the existing size adjustments is the first major issue
addressed by the Request for Proposals that formed the conceptual basis
for this study. In essence, the RFP requested an objective, quantifiable
and defensible basis for school size adjustment. The McDowell Group
study design .accomplishes this. For the first time, size factors have an

empirical, statistically defensible basis.

Compensation for Location

Size compensation isonly part of the equity picture. The second factor is
the Area Cost Differential, or ACD. The ACD compensates for cost
differences due to geographic location. Compensation for these inherent
geographic cost differences isalso a widely accepted principle. However,
as with the size adjustment, the principle of the adjustments for location
iswidely accepted but the means of calculating ACDs has been subject to
continued revision and reexamination.

Currently, the location differential for each district is a single number
based on price differences among locations. Prices of household market
basket items (food, housing transportation, etc.) were a proxy for school
personnel costs, and prices of a non-personnel school market basket
(insurance, books, fuel, etc) represented all non-personnel costs.
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There are three major weaknesses of the current ACD.

e First, all district aid is subject to a single ACD. Personnel and
nonpersonal services should not rely on the same differential.

e Second, ACDs are based on the household cost of living, not the
actual cost of staffing a school with instructional, administrative
and operations and maintenance personnel. The RFP requested
alternatives to this method of allocation, moving away from what
may or not be a relevant proxy for personnel costs.

e Third, the current ACD does not incorporate adjustments for the
complex range of factors that affect non-personnel school costs -
such as building quality and efficiency, climate, community use
and local availability of goods and services.

A Solution to Instructional Staffing Needs

The McDowell Group study team - consisting of economists, business
analysts, public policy analysts, wage and salary analysts, school
management experts and school business experts - developed an
objective statistical approach for providing equal basic instructional
staffing to schools of all sizes.

Noninstructional Costs

Current ACDs apply to nonpersonal services costs as well as to salaries.
The methodology used for the existing ACD was to price a fixed market
basket of thirty-four school cost items - such as insurance, books and
travel - ineach of the districts and calculate a simple differential. Non —
personnel costs account for about 10% to 40% of a district’s total costs,
depending on the district. Price differences for the full market basket
varied from 1.00 in major urban areas to as high at 1.46 in the most

remote regions.

The primary weakness of the existing approach is its failure to consider
the many factors - other than shelf price - that affect non-personnel
costs. The method developed by the study team places the true cost
differential of smaller, remote districts where it belongs - in the
nonpersonal services and administrative components of the education

funding formula.
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Summary

"Basic Educational Need"™ can be defined as an amount of money
required to fund the operating costs of a school district. Adjustment for
school district size and location are two of the three elements that
determine 'basic need" in Alaska®s current formula for allocating
education aid (AS 14.17.021(c)). The third factor is "unit value," which
reflects total funding level and isnot addressed in this study.

The objective of the research described in this study is to make the
foundation formula more equitable by determining adjustment factors
that compensate for differences in school - and school district -
operating costs that arise from the number of students served and from
geographic location.1This study is not intended to be a comprehensive
review of all the philosophical and equity issues the legislature might
address in considering revisions to the foundation formula.

In short, the purpose of this study was to develop new adjustment
factors for size and location, not to develop a model to allocate
education aid to school districts. Although this study develops allocation
amounts and compares them to current law, the allocations described in
this study do not consider all aspects of education funding. Comparisons
with actual allocations should, therefore, be avoided until more
comprehensive calculations are performed by, or in cooperation with, the
Department of Education.
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Study Team

The McDowell Group study team includes a panel of Alaska education
experts with a mix of urban r.nd rural school district operations
experience. These experts were a critical part of the study team and took
an active role in developing the approach as well as reviewing the
research and analysis. The panel includes the following individuals:

Tom Freeman has nearly 30 years of financial management experience
in Alaska, Washington and Oregon schools, including 18 years with
the Anchorage School District. He was Assistant Superintendent of
Business Management for the Anchorage School District until 1988
and remains involved inschool and community activities.

Jim Paul served 12 years as Superintendent of what isnow the Denali
Borough School District. He is also a former teacher, principal and
superintendent of the Craig School District and participated in three
prior efforts to revise the foundation funding formula.

Andy Warwick served four years in the Alaska State Legislature
(1971-1974), all four years as a member of the House Finance
Committee. He served two years as Commissioner of the Department
of Administration (1975-1976). Mr. Warwick was elected to three
terms on the Fairbanks School Board (1988-1996) serving as President
of that body and as its Finance Chair. He was appointed to the
Alaska State Board of Education in 1991, serving as Vice Chair until
1992. Mr. Warwick has been in private practice in Fairbanks as a
Certified Public Accountant since 1978.

Bob Weinstein spent 20 years as a teacher and administrator with
the Southeast Island School District, retiring as superintendent in
1994. He has considerable experience with small school operations.
He 1is also very familiar with the existing foundation program and
served as amember of the Foundation Formula Task Force in 1995.
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Executive Summary

The basic question addressed in this report is "Do current adjustment
factors provide accurate compensation for differences in school - and
school district - operating costs that are due to size and location?" The
short answer is that statistical analysis indicates current size and
location adjustments relatively undercompensate some districts for
differences in school operating costs.

The following executive summary introduces the six major findings and
recommendations of this study. Results of tho analysis are trovided in
the Summary ofResults located prior to Chapter I in this study.

1. Definition of Recommended Funding Formula

The study team recommends that the education funding formula be
divided into three components - instruction, nonpersonal services and
administration. One component, instruction, is specifically related to
schools. The other two components are district-level allocations. The
components are separated because each has unique adjustment factors
for size and location. The separation of components applies only to the
allocation of aid and is not intended to imply expenditure limits in any
component.

e Instructional Allocations. The instructional component includes all
school-specific personnel required to operate schools, including
teachers, building administrators, aides and administrative and
building support staff.

e Nonpersonal Services Allocations. This component includes all non-
personnel costs in school districts, including non-personnel costs
associated with instruction and district adninistration.

e Administration Allocations. This component includes the personnel
costs of certificated and classified administrative personnel engaged
in district-wide functions that are not specifically related to
educational services delivered inschools.
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2 Definition of Funding Units

The study team recommends that schools, rather than funding
communities, be the basic unit for education funding. The school is the
fundamental cost center for delivering ins Tuctional services. The basic
units of funding under current law are "funuing communities" - which are
defined inconsistently and which would not provide equitable treatment
for all schools even ifthey were defined consistently. Adopting schools as
the basis for funding would vresult in more equitable allocation of
instructional resources by providing comparable levels of instructional
staffing in all schools regardless of district size and location.

3. Adjustments for School Size

The study team recommends that statistically derived adjustment
factors be used to compensate for the higher per-student cost of
operating smaller schools. This study provides an objective, defensible
and empirical basis for instructional staffing in all sizes of schools. The
recommended size factors were developed by a study team of school
management and business experts, blended with analysis of the
instructional staffing patterns of Alaska"s schools.

Study results indicate that school size has enormous influence on
operating cost per student, with the efficiency curve rising rapidly from
the smallest schools to a school size of 500 to 600 students. Beyond that,
size instructional efficiencies increased slowly, with less perceptible gains

beyond 1,500 students.

4. Adjustments for Location

A Instructional Component

The study team recommends that area cost differentials (ACDs) in the
instructional component of the formula be eliminated, allowing market
forces and individual district needs and choices to determine
compensation lewels. ACDs based on average instructional salaries
would result in several rural districts (with high current ACDs) having
loiver ACDs than Anchorage.* *This means that adoption of area cost
differentials (based on average teacher salaries) for the instructional
component would reduce aid to several rural school districts, a result

counter to the equity criteria required for this study.

Analysis of instructional salaries shows little relationship between current
ACDs and actual salaries paid. Categorizing districts by size, location
and accessibility showed that the average instructional salary in
Anchorage is only one percent lower than the average in the other 52
districts. Most districts (35 of 53). including many with significant ACDs,
paid within five percent of the statewide instructional salary average,
with several rural districts having salary schedules - and average salaries
- lower than in Anchorage.1

*OHtor ivUn Ol hav* atm C0St <Jrtofvfiv.ii lypcnty usoM M to tomponoaio lor hrghor ¢ 1 urban Schools

> Tho One|fnt ci n.-ontjo Mlnrtf)sfmdudf:s houastg Atawancos m ntcaiod n t»»trtct fooncw ftporti Tho orvalyv* clulwy
Kfm JiM «tdudOA hcusng al0lONCMT boonuM «+ tow rautfcoont rtvmation to tfo* us to afloat* to Akwvca to

nMduto

AlMXa School Operating Cast Study ¢ January 199S McDonet Group, Inc. « Pago 11



Reasons for this salary uniformity are many, but analysis shows that
teacher longevity is the primary reason. Salary schedules in rural districts
are somewhat higher than in Anchorage cn . "erage (although several
districts with high ACDs have lower salary schedules than Anchorage).
Even in those districts with higher salary schedules than Anchorage, few
have teachers with average years of experience near the average for
Anchorage. The result is that costs associated with higher salary
schedules in rural areas are offset by costs associated with greater
longevity in urban districts. Average salaries in all districts fall in a

surprisingly narrow range.

Research on private sector salary practices confirms that salaries tend to
be higher in Anchorage than in districts with high ACDs. Location
differentials are rarely paid by private industry, and are nominal ifpaid.
Among private and public sector policies researched for this study, the
sole exception is the State of Alaska, which pays a location differential
based on the estimated cost of a "market basket" intended to reflect

household spending.

B. Nonpersonal Services and Adminislrafive Components

The study team recommends that area cost differential "multipliers"
be used to adjust for higher noninstructional costs due to district size
and location. The key technical emphasis of the recommended separation
of the formula into three components is that size and location have
different impacts on each component. This has many implications, but
the most important is that the cumulative effects of all factors affecting
noninstructional costs - geography, climate, local economic conditions,
cultural needs, design and condition of buildings, proximity of schools
and similar factors, as well as the number of students and prices of goods
and services purchased by districts - are incorporated in the

noninstructional multipliers.

One critical finding of this study is that differences in per-student
noninstructional costs far exceed differences in existing ACDs. While the
current ACDs may over-compensate some districts for personnel costs,
they under-compensate some districts for dramatically higher per-student
noninstructional costs.

Of the three components of the funding formula, administrative costs
have the widest variability from district to district. Though extremely
wide variations of administrative cost per student can be demonstrated,
statistical analysis cannot identify the reasons for the variance. What is
known is that administrative cost efficiency improves rapidly as district
size increases, but the largest districts are not necessarily the most cost
efficient. It is clear that no uniform administrative staffing standards
exist from district to district, even among districts of similar size.
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5. Data Requirements

The study team recommends that existing reporting systems be
strengthened and that databases to support school cost analyses be
further developed. Databases needing attention include those containing
instructional salary and staff records, district financial reports and
records of student attendance and participation in special programs. The
quality of the databases must be improved in order to allow continued
progress toward equitable allocation of education funds.

Data improvements could come tlu-ough management audits. The
purposes of these management audits would be:

e To generate better information for future computation of multipliers
for the nonpersonal services and administrative components of the

funding formula.

e To explore options for reducing costs through cooperation,
consolidation, centralized business functions and other management

methods.

Once database improvements are made, statistical analysis similar to
that which produced clear results for the instructional component could
produce improved results for the two noninstructional components of

education funding.

6. Transitional Implementation

The study team recommends that negative impacts of the revised size
and location adjustments be mitigated. The proposed adjustment
factors narrow the range of per-student education aid among districts.
Nevertheless, any reallocation of a fixed amount of funds that produces
"gainers" also produces "losers."” A provision to prevent any district
from receiving less than its current level of aid as a result of revised
adjustment factors would allow "gainers™ to benefit without the gains
coming at the expense of other districts.

The recommended revisions to the funding formula generate a relatively
small reallocation of funds (about 2.7 percent of the current level of Basic
Need). While a transitional provision would provide less equity than full
implementation of the recommended adjustment factors, it would offer
improvement over the disparity in funding that now exists. This option
would, of course, require appropriation of additional funds. The first-
year cost of transitional implementation is estimated to be between $16

million and $20 million.
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Summary of Results

Approach

The study team used statistical analysis to determine adjustment factors
for differences in student population and location. We divided the
education formula in three components - instruction, nonpersonal
services and district administration - when it became apparent that
each component required different adjus"ments for size and location.

The basic research methodology - referred to as 'the statistical
approach”™ in this study - is described in Chapter L Each of the
components is further described in a separate chapter. Alternate
allocation issues are discussed in Chapter V. An overview of the results
of the statistical approach is presented below.

The statistical approach uses data on staffing levels in schools, audited
expenditure reports and student enrolIment figures to determine size and
location adjustment factors. The statistical approach is based on three
premises. The premises and brief discussions of their impact follow:

bchools of similar size should have similar staffing levels for
regular K-12 programs regardless of location of schools or size of
district in which the schools are located.

The statistical approach separates school instructional costs from
district administrative costs and from utilities, travel and other non—
personnel costs, then uses existing instructional staffing patterns to
derive factors to compensate for higher per-student instructional costs
insmaller schools. In general, compensation factors for small schools
under the statistical approach are similar to those under current law,
but bringing "staff equity" at the school lewel results in significant
adjustment of aid to schools that are not currently compensated for
small size because they are part of a larger community or district.

Promise 2

School staffing levels should be determined independently of
instructional costs; adjustments for differences 1in average
instructional salaries should be made after school staffing levels
are determined, and any adjustments should be based on
statistical information showing clear differences in personnel costs.
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Adjustments for personnel costs under the statistical approach are
not based on differences in household cost-of-living in various areas,
but on research covering a broad range of salaries that more directly
relate to the cost of operating schools. Research on salaries outside
the educational system found no statistical justification for higher
salaries in rural areas. In fact, the data indicate compensation is
generally higher in Anchorage than in rural areas, although teacher
salary data showed a slight trend in the opposite direction. Based on
this conflicting information, the statistical approach applies no area
cost differential to instructional costs.

Promise 3

School district expenditures for nonpersonal services and
administrative purposes are generally no higher than necessary
(given current district structure); existing variation in per-student
expenditures reflects differences in costs that are attributable to
size and location.

Statistical analysis identified large variations in noninstructional
expenditures per student. The range of differences caused the study
team to question the premise and to limit per-student expenditures
(for purposes of calculating multipliers) rather than develop
multipliers that reflect current spending. The statistical approach
compensates for differences in noninstructional costs by producing
multipliers that are substantially higher than those in current law.
However, the multipliers apply only to noninstructional expenditures,
which average 20 percent (and range from 14 percent to 60 percent) of
total district expenditures.

Interpreting Study Results
Several concepts are critical to interpreting the results of the study.

1. Before reviewing results of the analysis, it is important for readers to
understand that the analysis addresses only the relative allocation of
school operating aid; itdoes not address the following issues:

e capital requirements of schools

« school debt reimbursement

e pupil transportation costs

= special appropriations to school districts

e the total amount of aid allocated by the formula

< sources of funds, including local contributions and federalimpact
aid

« district or school consolidation issues

e vocational education, bilingual and other funding that 1is not
classified as "regular education"

< labor issues, organization of local government or other issues that
arc related to school funding but that are not directly accounted
for by the size and location factors of the foundation formula.
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2. Because the study addresses allocation of aid rather than the amount
of aid to be allocated, it may appear that the statistical approach
concludes that some districts are currently receiving too much
education aid. Readers should understand that the results do not
imply that a particular school district is over-funded (or under—
funded) in and of itself, but rather that a district may be relatively
over- (or under-) funded when compared to other districts. All
comparisons in this study are based on relative adjustments; i.e., they
are simply shares of an amount of aid that is determined by political
forces.

3. Readers should also understand that dollar values in the tables
and charts cannot be compared with actual aid received by
districts because the total amount allocated in the tables ($800
million) is an arbitrary amount that is not equal to the actual
amount of stale aid allocated in any year. While additional
calculations would be required to determine actual changes to aid
received by each district under the revised adjustment factors, it
should be noted that proportions of Basic Need allocated to each
district wou ld not be affected by the total amount of money available.

In addition,

e Slate education aid is reduced by local tax contributions and by a
portion of federal impact aid, and increased by special
appropriations to Regional Education Attendance Areas (REAAs)
and to "single site" districts. These reductions and increases are
not reflected in the analysis of aid under current law or under the
statistical approach because the focus of this analysis is on
developing adjustment factors for size and location.

e The statistical approach does not specifically address funding for
vocational education, bilingual and other special programs that
are addressed by the current formula. This treatment is not a
recommendation to eliminate funding for these special programs;
it simply refl” cts a lack of detailed data required to include
special programs in our analysis. ”In order to make meaningful
comparisons between allocations under current law and the
statistical approach, special program funding must be treated the
same under both approaches. In this analysis, that means
excluding them from both allocation systems.
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e The information in the student-school database does not sum to
district totals reported by the Department of Education.*
Although this has a negligible effect on comparisons of current law
and the statistical approach - because allocations under both
systems are determined from the same data - it does mean that
comparisons with actual aid are not valid.

4. For comparative purposes, the study team applied the current
formula to the same student database used to determine funding
levels under the statistical approach. Although this methodology
means that data in the charts and tables is not comparable to aid
currently received by districts, it isolates the effect of changes to the
size and location adjustment factors. Assuming no changes are
made to parts of the funding system other t*"m the size and
location adjustments, comparisons of information labeled "current
law” and ‘statistical approach™ are reasonably accurate
indications of what would happen under a revised formula, since
local contribution requirements and special funding would affect both
allocation formulas inasimilar manner/

In short, the purpose of this study was to develop new adjustment
factors for size and location, not to develop a model to allocate
education aid to school districts. Although this study develops allocation
amounts and compares them tocurrent law, the allocations described in
this study do not consider all aspects of education funding.
Comparisons with actual allocations should, therefore, be avoided
until more comprehensive calculations are performed by, or in
cooperation with, the Department of Education.

Further, results obtained by applying the statistical approach and ament
adjustment factors to a database are approximations of allocations.
When comparing the proposed formula tvith current law, the reader
should focus on relative changes shown in the tables rather than on
dollar comparisons with actual aid allocations. The actual amount of
aid allocated to each district will change as both the number of students
and the total amount of aid allocated change, and as special program
funding, local contributions and other aspects of the full funding formula

are considered.

Summary of Results

Figure 1shows that implementing the adjustment factors generated by the
statistical approach would allocate additional aid to more than 20 school
districts. The implication of this result is that, relative to other districts,
some districts appear to be underfunded under current law. Table 1
shows that the level of underfunding in all districts isabout 2.7 percent of
the amount of funding allocated (S21 million of $800 million allocated).
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Figuro 1-Porcontage Increase In Funding for Education (Rolatlvo to Curront
Adjustment Factors) Undor a Transitional Scenario
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Table 1

Summary of Allocations of Aid for Education
Undor a Transitional Sconarlo

Gain

School District Dollars Percent
Total 21,388,254 2.7%
Alaska Gateway
Aleutian Region -
Aleutians East . -
Anchorage 8.373.504 35
Annette Island 171.178 6.0
Benng Strait *
Bristol Bay 92.769 33
Chatham -
Chugach -
Copper River -
Cordova 193.273 55
Craig City 192.419 70
Delta/Greoly 1.001.155 16 1
Denali - *
Dillingham 240.922 59
Fairbanks 3,194.584 36
Galena - g
Haines 391.195 13.2
Hoonah 125.597 6 1
Hydaourg - -
iditarod -
Juneau 486.999 16
ewta 30.731 20
Kashunamiut < '
Kcnai 1.750.238 28
Ketchikan 1.563.01- 102
Klawock 64.824 39
Kodiak 348.631 18
Kuspuk -
Lake & Peninsula -
Lower Kuskck*.m -
Lower Yukon
M atanusva <
Nenana <
Nome 315.423 55
Ncnn Slope
Northwest Arctc <
Pesain e
Petersburg 439581 99
Pnbdof -
Sitka 1.318 960 131
Skagw x -
Southeast island -
Southwest -
St Ma/ys <
Tanana 0
Unaiaska 175,129 60
Vaidtz 418 945 73
Wrangell 033 12 1
Yakutst 111.154 71
Yukon Fiats e <
Yukon Kceyukuk - -
Yujxt < <
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A practical interpretation of this result is that the addition of about
2.7 percent to the total amount allocated by the foundation formula
could allow relatively underfunded districts to be funded at a more
equitable level while no district would lose funding.” Figures 1 and 2
show two of many possible scenarios. The first - referred to as the
"transitional” scenario - shows the impact on school districts if
educational aid were increased to allow relatively underfunded districts
to receive their full adjusted allocations while no district receives less
than itscurrent allocation. Note that if the total funding level were simply
increased by 2.7 percent, all districtswould share the idditional funding,
thus preventing districts that receive reduced aid under the statistical
approach from being "held harmless."

The second scenario - referred to as the "no additional funding" scenario
in Table 2 and Figure 2 - assumes that no additional educational aid is
appropriated. In this scenario, the adjustment factors under the
statistical approach would reallocate available funds. By e», nature,
reallocation of a fixed amount means that aid gained by so.*re districts
must be offset by losses in other districts.

Figure 2 and Table 2 show the results of applying the statistical approach
ina "no additional funding" scenario. As noted in the preceding text, the
reader should focus on the direction of change rather than the precise
amount of change. The figures in the table are approximations only and
should not be compared to current aid allocations.

The statistical approach indicates that districts with many schools in
few funding communities tend to be relatively underfunded by the
present allocation system.* Districts inwhich each school isconsidered a
funding community tend to receive relatively less aid under the statistical

approach.

Table 3 shows that the total adjusted student count under the current law
(133,673, incolumn 4) is less than the total adjusted student count under
the statistical approach (148,561, 1in column 9).0 Under the "no
additional funding" scenario, higher adjusted student counts have the
same effect as slicing a pic intomore pieces inorder to serve more people.
When the adjusted student count increases (due to size and location
multipliers) the per-student allocation declines (each piece of the pie is
smaller). Kexisting educational aid is simply reallocated, districts with
less-than-average gains in student count would receive less money than
under the existing system. As noted earlier, only adding money (making
the pie bigger) will prevent some districts from getting less than they
receive under current law. This fact applies to every reallocation
mechanism in which some participants gain and the total amount

allocated isunchanged.

* A morc p>kim msmila d ffts omari w?dC moMocensoraS n(a locat cortrMen. thtim mpacl ag and tp+oal
Uudn) ARm MMtno ocal co«tubu odwal impact t»1 tv y«ar coat cramaonai

«np*rnartaton dattnuM |0 ha twfw««n $tQ mfton and JJO Ion
* Th«'Pricing rorrm nty’ concaptiaaddrns*dnCnapta« a c*V i* ttafy

*'Aqustad Sudan Cotrf*abfm irul O otcrtoiact* cut** count eft* saayng wS/jaSmri lacks*
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Figure 2 - Percontago Change In Funding for Education (Relative to Curront
Adjustment Factors) Undor a ""No Additional Funding' Scenario
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School District
Total

Alaska Gateway
Aleutian Region
Aleutians East
Anchorage
Annette Island
Boring Str.rt
Bristol Bay
Chatham
Chugach
Copper River
Cordova

Craig City
Delta/Greely
Denali
Dillingham
Fairbanks
Galena

Haines

Hoonah
HydaOurg
Iditarod

Juneau

Kake
Kashunamiut
Kenai
Ketchikan
Klawock
Kodiak

Kuspuk

Lake &Peninsula
Lower Kuskokwim
Lower Yukon

M atanuska
Nenana

Nome

North Siopo
Northwest Arctic
Pelican
Petersburg
Pnbitof

Sitka

Skagway
Southeast Island
Southwest

St Mary's
Tanana
Unalaska
Valdez
Wrangell
Yakutat

Yukon Flats
Yukon Koyukuk
Yupiit

Tablo 2

Undora "No Additional Funding" Sconario

Sum mary of Allocations of Aid for Education

(Estim ates based on allocation of $800 million in Basic Need)

Change from Curront Adjustment Factors

Gain
$21,388,254

*

8.373,504
171,178

92,769

103,273
192,419
1,001,155

240,922
3,194,584

391,195
125.597

466.999
30.731
1.750,238
1,563,014
64,824
348.631

175,129
418,945
408.033

T1 1,154

Alaska School Operating Coat Stwfy January 1998

Loss
($21,388,254)

(608,589)
(45.,821)
(828,211)

(2.422.787)

(437.346)
(253,524)
(220,282)

*

(340,275)

(230,192)

(41.745)
(722,813)

(79,059)

(685,582)
(1,956,337)
(2,169.129)
(1,358,534)

(173,963)

(101,765)
(1.773.381)
(1.797,799)

(93.278)

(309.721)
(148.332)
(451.470)
(951,945)

(69.073)
(254,505)

(1,515 544)

(1.190.969)
(149307)

Percent
2.7%

(10 2)
(10.8)
(182)
35
6.0
(115)
3.3
(118)
(137)
(3.6)
5.5
7.0
16.1
(88)
59
3.6
(14.2)
12.2
6.1
13_8)
(112)

131
(12 3)
(101)
(126)

<I2i1 f)-
60
73
12.1
™1

(21 2)

(137)
(31

KlicDowel Group. Inc. = Page 22



School District

Total

Alaska Gateway
Adoutian Region
Aleutians East
Anchora?e
Annette Island
Berln? Strait
Bnstol Bay
Chatham
Chugach
Copper River
gordO\égy
rag
Dotta/Grecty

Of[*nghﬂ'(m

Fairbanks

(Galena
Names
Hogrgh
ydaburp

H tarcd

Juneau

Kake
Kashunamiut
Kenat

Ketcrman
Klawock

Kod-ak

Kuspuk

take 5 Penmsuta
Lower ‘uskekwvn
lower Yukon
Matenuske
Nenana

Nome

North SIO{)e
Northwest Arctc

Petersburg
PtUM

S-tka

Ska?way _
Scuft-eest island
Southwest

St Mary's
Tanana
Uraias*a
VIiDU
Wrangea
Yakutat

Yukon Flats
Yukon Koru»u*

Alaska School Operating Cost Stu<ty « January 1993

Tablo 3

Adjusted Student Counts and Allocation of Aid for Education

Undora "No Additional Funding" Scenario

Students

1
122,857

532

pAl

359
40.175
444
1.679
301
337
131
639

Current Law

Students
Adjustod
for Sue

2

841
o4
598
dn 44T
465
2.539
368
600
271
898
530
448
695
524
539
14.107
209
41
316
176
808
4.893
244
291
10 39
2 564
270
2.984
615
10711
4 349
2275
11 530
219
121
2.145
2429
82
739
326
1676
192
117
9%7
191
155
386
863
562
241
617

1.093
564

Area
~ Cost
Differential

3

1.19
131
121
100
103
139
27
103
114
114
11
103
116
123
121
104
130
105
108
103
133
too
103
133
100
100
103
109
133
131
142
13
100
120
134
145
145
108
100
130
100
105
104

Adjusted Aid
per Student

5.985
Students
Adiusted

for Sire
and ACD

4
133 673

1.001
1

760
40.447
479

1,193
79

Max
Min
Av
StaDev
Spread

Bask: Aid

5
800 000 000

5.991.700
122362
4547436
242.063.295
7,860,126
21118.680
2799405
3700.026
1851191
6124714
3522531
2,758,785
0213383
3,855,349
1063371
88,179,979
1'625.902
2965549
2,042,942
1.086.889
6:429.524
29.284.273
1,502,896
2314'867
62227242
15347 669
1663908
10464.144
6.468 005
8.398.266
36956 642
18 383 660
69 001.303
1569 614
5 761 403
16611212
21079 336
577,586
4423905
2,836,097
10030 645
1.209.274
4460 799
7576 701
1183 649
1202453
| 931756
5 731'849
3360917
1558 970
7137537
8763 139
4 757 590

20,112
5,242
6,912
3,448
384

Basic Aid
per
Studont

b
6,512
10,65
20.112
12,610
5.242
6455
12,576
9.300
10970
14131
9.569
8,187
6.507
6.831
10,109
1,195
9.576
10.839
6897
1483
9534
15247
5,300
71910
9487
6052
5,354
1.963
6.778
13874
16,859
11.284

McDowell Group. Inc. » Pago 23



Table 3 (continued)
AdjuStod Studont Counts and Allocation of Aid for Education
Under a "No Additional Funding" Sconarlo
(Estimatea based on allocation of $800 millllon In Basic Need)

Max
. ~ Min
o . Adjusted Aid A
Statistical Approach, "No Additional f.unding" Scenario per Studont  StdDev
S 5,385 Spread
Students Combined Students
Adjusted Si*e& Adjustod
for Sue Area Cost for Sue _

School Duinct Sludonts Onl¥ leferentla8l and AC% Basic Atid
0

Tout 122,857 144,819 148,561 800,000,000
-y 552 835 1811 1,000 5,383.112
Aleutian Regton 2 41 3330 70 376,541
Aleutians East 355 574 1946 691 3.719,226
Anchora?e 46,175 49,382 1007 46.498 250,436.799
Annette [sland 444 592 1270 564 3,037,304
Benn% Strait 1679 2.502 2067 3471 18.696.093
Bnstol Bay 301 450 1784 537 2,692,174
Chatham 337 582 179 606 3,262,680
Chugach . 131 256 2 265 297 1,597,668
Copper River 639 996 1717 1,097 5.904.432
Cordcva 519 667 1330 690 3.715,803
Cra>y City 424 570 1293 548 2,951.204
Detta/Gréety 010 1,267 1473 1,340 1.214.537
Denali 378 535 172 653 3,515,074
OiHmgham 524 673 1525 799 4.304,293
Fairbanks 15.616 17,297 1073 16.970 91.374.563
Galena *50 234 1726 259 1,395,710
Hamas 43C 649 1450 624 3,356.744
Moonah 273 402 1475 403 2 165,539
Mydaburg 114 192 1703 194 1,045,144
|C<ta0d 422 785 2513 1,060 5.706.711
Juroau 5,525 5.844 1000 5,525 29,151.212
. 190 295 1499 265 1,533.628
Kashuramiut 244 320 1702 415 2.235.608
Kenai 10262 12431 1156 11.886 63977.480
Ketch*»n 2850 3,358 1102 3141 16,910,882
Kiewock 220 335 1459 kil 1,728,132
2872 3571 1261 3679 19812.775

Kutpuk 468 805 2304 1077 5802424
Lake APenmsutt 498 929 2402 197 6441.951
lower Kuskt ¢ 32715 4631 1973 6.462 34 787713
lower Yukon 1,695 2 3% 1805 3.162 17025 345
MaUnuska 12024 13493 1003 12.762 68 827,340
161 230 1693 273 1,467 849

Nome 133 905 1545 1132 6 090 820
North S>0po 1600 2.316 = 3.123 10838851
Northwest A/ct« 1.892 2.550 1892 3,580 19.281,537
38 68 2122 81 434308

Petershurg 154 909 1198 903 4 603 487
Pribitof 213 320 1942 414 2221276
gtka 1,802 2.264 1170 21C8 11349005
ka([}way 131 194 1504 197 1,000,942
Southeast Island 350 713 218 144 4 005329
Southwest 016 968 1997 1.230 0020.756
St Mar/s 129 211 2030 203 1.414.576
[ anana 9% 147 1673 176 947948
Unaiavks 353 469 16%4 577 3.1C0 867
vakier 89 1.098 1215 1142 6,150 794
YAangel HW 157 1273 700 3708 950
Vakutat 187 313 1059 310 1070 12

Yukon Flats 410 142 2548 1044 5621 99
Yukon KOyukuk 025 1034 2247 1405 7504 17
)6! 622 2240 854 4608 292

17,931
5.385
6.512
2,471
333

Bssc Aid
per
Student
il

6.512

9,752
17.931
10,477

5424

6 841
11133

9.C09

9,673
12.196

9.244

7.180

6,960

1931

9299

8.214



For example, the Denali district - a district in which each school is a
funding community - gains by the size adjustments under the statistical
approach. The district's 378 students (column 1) are adjusted to 524 by
current size factors (column 2) and to 535 by the statistical approach size
factors (column 7). However, the district receives a lower allocation under
the statistical approach because other districts gain even more under the

revised size adjustments.

Equity Under the Statistical Approach

Figures 3 and 4 compare allocation of educational aid under the
"transitional” and "no additional funding" scenarios, respectively, with
allocation of aid under current law. Results are presented on a per-
student basis so that comparison of information for districts of various
sizes ismeaningful . Figure 4 corresponds to the information presented in
columns 6 and 11 of Table 3. Note that the plots of the statistical
approach are both flatter and smoother than the plot of current aid. Both
trends indicate reduced funding disparity.

Table 4 shows proportionate shares of both students and aid in each
district under both current law and the statistical approach (columns 1, 2
and 4). The two "proportion” columns that apply to current law
(columns 1 and 2) are used to compute a "size and location multiplier”
th tdemon.cf- Ns existing funding disparity between districts. Dividing
the proportion of aid the current formula allocates to each district
(column 2) by the proportion of students in each district (column 1)

produces ratios as shown incolumn 3.

A ratio less than one indicates that a district receives a
disproportionately small share of total funding, while higher ratios
indicate disproportionately larger shares of total funding. For example.
Anchorage serves nearly 38 percent of students in the state (column 1),
and receives just over 30 percent of regular education aid (column 2).
Dividing column 2 by column 1 gives Anchorage a '"size and location
multiplier” of .81 (column 5). This number means that Anchorage receives
S81 per student for each $100 per-student that is allocated by the
formula. Similarly, the Aleutian Region receives over $300 per student for
each $100 per-student that is allocated by the formula.

Disparity in per-student allocations 1is intended to compensate for
differences in the cost of operating schools - and school districts - of
various size and locations in Alaska, thus making the formula more
equitable than one which allocates money in precise proportion to the
number of students. Itis important to understand that variation in the
amount of aid received per student does not necessarily imply.dnequity.
Size and location adjustments dl'€ included in the formula SBeC|ﬁC%(]Ty to
create disparity inorder to compensate for relative differences in school

operating costs.

Alaska SchoolO porto Cott Study e January 1998 McDohvUGroup, Inc. = Pago 24
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School District

Alaska Gateway
Aleutian Region
Aleutians East
Anchorage
Annette island
Bering Strait
Bristol Bay
Chatham
Chugach
Copper River
Cordova

Craig City
Delta/Greely
Denali
Dillingham
Fairbanks
Galena

Haines

Hoonah
Hydaburg
Iditarod

Juneau

Kake
Kashunamiut
Kenai
Ketchikan
Klawock
Kodiak

Kuspuk

Lake 5 Peninsula
Lower Kuskokwim
Lower Yukon
Matanuska
Nonana

Nome

North Stopo
Northwest Arctic
Pelican
Petersburg
Pnbdot

Sitka

Skagway
Southeast Island
Southwest

St Mary's
Tanana
Unalaska
Valdez
Wrangoll
Yakutat

Yukon Flats
Yukon Koyukuk
Yupiit

Table 4

Size and Location Multipliers for Allocation of Education Aid

Proportion
of Students

1
0.45%
0.02%
0.29%
37.58%
0.38%
1.37%
0.25%
0.27%
0.11%
0 52%
0.42%
0.35%
0.74%
0.31%
043%
1287%
0.12%
0.35%
022%
009%
0 34%
4 50%
0 15%
0 20%
8 37%
2 32%
0.18%
2 34%
0 38%
041%
2.67%
138%
9 79%
0 13%
060%
147%
1.54%
0 03%
061%
017%
147%
011%
0 28%
050%
0 11%
0 08%
0 29%
0 73%
0 45%
0 15%
0 33%
051%
0 31%

Current Law

Proportion
of Aid
2
0.75%
0 05%
0.57%
30.26%
C36%
2.14%
0.35%
046%
0.23%
0.77%
0.44%
0.34%
0.78%
0.48%
0.51%
11.02%
020%
0.37%
0.26%
0.14%
0.80%
366%
0.19%
0 29%
7.78%
1.92%
0.21%
2.43%
081%
1.05%
462%
2 30%
863 %
020%
072%
2 33%
263%
007%
0 55%
032%
125%
0 15%
056%
0 95%
019%
0 15%
037%
0 72%
0 42%
0 19%
0 89%
1.10%
359%

Alaska School Operating Cost Study «Janjar/ 19kd

Size and
Location
Multiplier
3
1.67
3.09
1.97
0.81
099
193
1.43
1.68
2.17
1
1.04
1.00
1.05
1.57
1.19
0.86
1.66
1.06
1.15
1.48
234
081
1.21
1.46
093
0.83
1.16
1.04
2.13
2.59
1.73
1.67
088
150
1.21
158
1.71
213
090
183
0 85
1.42
196
189
177
156
178
0 98
0 94
128
268
215
192

Statistical Approach

Proportion
of Aid
4
0.67%
0.05%
0.46%
31.30%
0.38%
2.34%
0.36%
0.41%
020%
0.74%
046%
0.37%
0.90%
0 44%
0 54%
11 42%
0.17%
042%
0.27%
0.13%
071%
372%
0.19%
0 28%
8 00%
2.11%
022%
2 48%
073%
081%
435%
2.13%
8 60%
018%
0.76%
2.10%
241%
0 05%
061%
028%
142%
0.13%
0 50%
0 83%
018%
012%
0 39%
077%
047%
021%
0 70%
095%
0 58%

McDowell Croup. Inc

Size and
Location
Multiplier

= Pago 27

5
1.50
2.75
1.61
0.83
1.05
1.71
1.48
1.49
1.87
1.42
1.10
1.07
1.22
1.43
1.26
089
143
1.20
1.22
141
2.08
0.83
1.24
1.41
096
091
121
1.06
191
1.99
1.63
1.54
0 88
1.40
128
143
1.57
176
099
161
097
124
176
165
168
155
135
105
i 05
137
211
186
186



Table 4 shows "size and location multipliers" under the statistical
approach (column 5) as well as under current law (column 3). In general,
disparity decreases under the statistical approach. That is, districts with
small existing "size and location multipliers" typically gain funding
(relative to other districts with high current multipliers) under the
statistical approach.

Under the "transitional" scenario, disparity would be reduced as
districts with low multipliers gain aid relative to other districts. Under
the "no additional funding" scenario, a portion of the aid currently
received by districts with high existing multipliers tends to be reallocated
to districts with low existing multipliers.

Note, however, that while disparity is further reduced under the "no
additional funding" scenario, the "gainers" continue to have low funding
per student relative to those who do not gain. Similarly, districts that lose
a relatively high amount of funding continue to have high per-student
funding lewels. Table 5 sorts the information in Table 4 inorder of aid per
student to more clearly demonstrate this reduction in disparity.

Alaska School OporaMg Coat StuU/ < January 1998 McDowell Croup, Inc. = Page 28



Sizo and Location Multipliers for Allocation of Education Aid
(Sorted In order of Aid pur Studont)

Current Law Statistical Approach
Aid Per
Size and Si2e and Student under
Proportion Proportion Location Proportion Location the Statistical
School District of Students of Aid  Multiplier of Aid  Multiplier Approach
1 2 3 4 5 6
Alaska Gateway 0.45% 0.75% 1.67 067% 1.50 9,752
Aleutian Region 0.02% 005% 309 0.05% 2.75 17,931
Aleutians East 0.29% 057% 1.97 0.46% 1.61 10,477
Anchorage 37.58% 30 26% 0.81 31.30% 003 5,424
Annette Island 0.36% 0.36% 0.99 0 38% 1.05 6,841
Bering Strait 1.37% 2.64% 1.93 2.34% 1.71 11,133
Bristol Bay 0.25% 0.35% 1.43 0.36% 1.48 9,609
Chatham 0.27% 0.46% 1.68 0.41% 1.49 9,673
Chugach 0.11% 0.23% 2.17 020% 1.87 12,196
Copper River 0.52% 0.77% 1.47 0.74% 1.42 9,244
Cordova 0.42% 0 44% 1.04 046% 1.10 7,160
Craig City 0.35% 0.34% 1.00 037% 1.07 6,960
Delta/Greely 0.74% 0 78% 1.05 0 90% 1.22 7,931
Denali 0.31% 0 48% 1.57 0 44% 1.43 9,299
Dillingham 0.43% 0.51% 1.19 0 54% 1.26 8,214
Fairbanks 12.87% 11.02% 0.86 11 42% 0.89 5,778
Galena 0 12% 020% 1.66 0.17% 143 9,305
Haines 035% 0.37% 1.06 042% 1.20 ".806
Hoonah 022% 0 26% 1.15 027% 1.22 7,943
Hydaburg 0.09% 0 14% 1.46 0.13% 141 9,168
Iditarod 0.34% 0 80% 234 0.71% 2.08 13,533
Juneau 4 50% 366% 0.81 3.72% 083 5,385
Kake 0.15% 019% 121 0.19% 1.24 8,072
Kashunamiut 0 20% 029% 146 0 28% 1.41 9,163
Kenai 8 37% 7 78% 093 8.00% 096 6,222
Ketchikan 2.32% 1.92% 083 2.11% 091 5,933
Klawock 0 18% 021% 1.16 022% 121 7.850
Kodiak 2 34% 2.43% 1.04 2.48% 106 6,900
Kuspuk 0 38% 081% 213 0 73% 191 12,408
Lake & Peninsula 041% 1.05% 2 59 081% 199 12.932
Lower Kuskokwim 267% 462% 1.73 4 35% 163 10,622
Lower Yukon 138% 2 30% 167 2 13% 154 10.043
M atanuska 9 79% 8 63% 083 860% 089 5,724
Nenana 0 13% 020% 150 0.10% 140 9,117
Nome 0 60% 072% 1.21 0 76% 128 8.318
Ncith Slope 147% 2 33% 158 2.10% 143 9.323
Northwest Arctic 154% 263% 1.71 241% 157 10,191
Pelican 0 03% 0 07% 2 13 0 05% 1.76 11.429
Petersburg 061% 0 55% 090 061% 099 6.450
Pnbilof 017% 0 32% 183 0 28% 161 10,457
Sitka 147% 125% 0 85 142% 097 6.298
Skagway 011% 015% 1.42 013% 124 8.059
Southeast Island 0 28% 0 56% 196 0 50% 176 11.460
Southwost 0 50% 0 95% 189 0 83% 165 10,756
St MorYs 011% 019% 1.77 018% 168 10,966
Tanana 0 05% 0 15% 196 012% 155 10085
Unalaska 0 29% 037% 1.28 0 39% 135 8801
Valdez 0 73% 072% 090 0 77% 105 6665
W rangell 0 45% 0 42% 094 0 47% 105 6 853
Yarutat 0 15% 0 19% 128 021% 137 8.931
Yjkon Flats 0 33% 0 89% 268 0 70% 211 11.722
Yukon Koyukt/k 0 51% 1.10% 2 15 0 95% 186 12.101
Yugri_ 0 31% 0 59% 192 0 58% 18« 12.095
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Chapter I. Basic Approach

The Statistical Approach

The statistical approach separates education funding into the following
three components:

e Instructional Allocation
 Nonpersonal Services Allocation
e Administrative Allocation.

This chapter provides a brief introduction to each component; detailed
discussion of the components appears in separate chapters. The
components were separated because they are subject to substantially
different size and location adjustment factors.

The separation into components 1is not intended to suggest
expenditure limitations; separation applies only to the method by
which aid is allocated, not to how the aid may be spent. Although it
would be possible for the legislature to limit expenditures in the categories
described, the research performed for this study is insufficient to
determine what those limits should be.

Under the statistical approach, each of the three components has size
and location adjustment factors unique to the component. Nonpersonal
services and administrative multipliers could be consolidated into a single
multiplier for cjc.. district if desired; they are presented separately in
order toprovide maximum flexibility to the legislature."

The concept of adjustments in the foundation formula is not new; current
law adjusts for differences in both student population (generally referred
to as "size”adjustments in this report) and location.

Although the current size adjustment formula (AS 14.17.041) may appear
complex, ittranslates loosely to class size of:

5 students for funding communities with 11 to 20 students,

8 students for funding communities with 21 to 60 students,
12 students for funding communities with 61 to 120 students, and
15 students for funding com umities with more than 120 students."3

" mo Mo multiply tot fx) tratmcftonal component is determned at m school levrl art) cannot bn comtmed with othor
multipliers Olhor n» &tpiiorv Induing any pOtOfHat area cost ditforonfial fc< bo mstn*.tvonnl component, are computed at »o
district lovoi vx) car oo ccrwokiatod

* This re ft is nfonded Jor a broad nugenco al"[))toes nr< necessari r%/ Inflow m t chglcal {tefmlbons The 1aw 1efers to
mstructlo units. notto ' cas?we " Both terms rotor |oaro¥8 nrpiprc nvigon 0| scho not|u*td ssroo oach*rs

er sto ent] T, w.otto re erF to ADM rather ttn to s mean* averago da mont>orsh.p refers_to
2 erage 0rvo Imenldurmgas e0|| gerlo we USE tho term’ stude s’ te%use It1s better sUtod to

ts* rsm ta) adets e
term "UrxSng community™ >s cnecal to Dvs analysis and is dweuued «i Chapter Il
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Chapter I. Basic Approach

The Statistical Approach

The statistical approach separates education funding into the following
three components:

e Instructional Allocation
 Nonpersonal Services Allocation
e Administrative Allocation.

This chapter provides a brief introduction to each component; detailed
discussion of the components appears in separate chapters. The
components were separated because they are subject to substantially
different size and location adjustment factors.

The separation into components 1is not intended to suggest
expenditure limitations; separation applies only to the method by
which aid is allocated, not to how the aid may be spent. Although it
would be possible for the legislature to limit expenditures in the categories
described, the research performed for this study is insufficient to
determine what those limits should be.

Under the statistical approach, each of the three components has size
and location adjustment factors unique to the component. Nonpersonal
services and administrative multipliers could be consolidated into a single
multiplier for each district if desired; they are presented separately in
order toprovide maximum Fflexibility to the legislature.”

The concept of adjustments in the foundation formula is not new; current
law adjusts for differences in both student population (generally referred
to as "size" adjustments in this report) and location.

Although the current size adjustment formula (AS 14.17.041) may appear
complex, ittranslates loosely to class size of:

e 5 students for funding communities with 11 to 20 students,

e 8 students for funding communities with 21 to 60 students,

e 12 students for funding communities with 61 to 120 students, and

e 15students for funding communities with more than 120 students.””

11 Trio *I/0 multiplier tot too instructional componont it dotorrmod at too schod lovol and carrot bo combtood with other
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