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Ms Kaye 0 Robinson 883-5151
PO Box 961 Distribution Affiliation Reg Voter
Tok AK 99780 28 U
Date POM Sent Constituency Bill Number Response Subject
01/23-1998 N HB 294 Supports

ISUPPORT THIS BILL FOR OUR SCHOOLS.

Mrs Jill M Rusyniak 883-4219
PO Rnx 122 o S
Distribution Aftiliation Reg Voter
Tok AK 99780 28 Y
Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports

THANKS FOR INTRODUCING THIS BILLWHICH ISITMPORTANT INTHE EDUCATION OF OUR CHILDREN INRURAL
ALASKA

Ms LeAnn L Schultz 882-2663
PO R--*487 L e
Distribution Affiliation Reg Voter
Tok AK 99780 28 U
Date POM Sent Constituency Bill Number Response Subiect
01723 1998 N HB 294 Supports

IWOULD LIKETO PERSONALLY THANKS YOU FOR INTRODUCING HOUSE BILL 294 WE. AT DOT LAKE SCHOOL.
AS PART OF THE AuASKA GATEWAY SCHOOL DISTRICT GREATLY APPRECIATE YOUR EFFORTS.

Mrs Theresa Paulsen 883-5161
PO Rov 222 . e
Distribution Affiliation Reg Voter
Tok AK 99780 20 Y
Date POM Sent Constituency BUI Number Response Subjeet
01/23 1998 N HB 294 Supports

THANK YOU CCR SUPPORTING THIS BILL



PO Box 148

Distribution Affiliation Reg Voter
Eagle AK 99738 38 v
Date POM Sent Constituency Bill Number Response Subjoct
01/23/1998 N HB 294 Supports

THANK YOU" AT LAST RURAL SCHOOLS ARE BEING RECOGNIZED! LOW RURAL BUDGET EQUALS ONE TEACHER
INSTRUCTING ALL SUBJECTS FOR FOUR GRADE LEVELS AND OUTDATED TEXT BOOKS. THIS ISAN IMPOSSIBLE
TASK! RURAL KIDS ARE PAYING THE

PRICE! THANK YOU FOR YOUR SUPPORT! FROM A PARENT AND CITY CLERK.

Mrs Pamala Mitchell 883-3301
PO Box 851 Distribution Affiliation Reg Voter
Tok AK 99780 40 U
Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports

A CLEAR. WELL WRITTEN BILL THAT IAM VERY MUCH INFAVOR OF PASSING.AGOOD BILLFOR OUR
FUTURE-THE CHILDREN

Mrs Jill Krannenberg 883-5151
Distribution Affiliation Reg Voter
Tok AK 99700 24 U
Date POM Sent Constituency BillNumber Response Subiect
01/23/1990 N HB 294 Supports

THANK YOU FOR INTRODUCING HOUSE BILL 294

Mrs Jeanne SpUer 778-2287
PO Box 556 Distribution Affiliation Reg Voter
Northway AK 99784 24
Date POM Sent Constituency Bill Number Response Subiect
01/23/1998 N HO 294 Supports

iWISH TO EXPRESS MY STRONG SUPPORT FOR hB 294 AND THANK THE LEGISLATORS WHO INTRODUCED IT »
FEEL THAT THE EDUCATION OF OUR CHILDREN SHOULD ALWAYS BE AHIGH PRIORITY THIS BILLDOES JUST
THAT



Brendon A McMahon 778-2287
PO Box 561

Distribution Aftiliation Reg Voter
Northway AK 99764 24 U
Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports

THANKS FOR ADOPTING SUCH ACOMMON SENSE APPROACH TO THE FUNDING OF OUR PUBLIC SCHOOLS
HATS OFF* TO THE SPONSORS OF THIS BILL. GREAT JOB!

Mrs Rebecca J Gallen 778-2287
PO Box 015 Distribution Affiliation Reg Voter
Northway AK 99764 24 Y
Date POM Sent Constituency Bill Number Response Subjoct
01/23/1998 N HB 294 Supports

THANK YOU FOR COMING UP WITH HB 294 THAT WILL HELP SUPPORT THE EDUCATION OF OUR YOUNG
PEOPLE INTHE VILLAGES AND KEEPING EDUCATION FUNDING FAIR INTHE STATE OF ALASKA.

Mrs lots Smith 778-2287
PO Box 430 Distribution Aflillotlon Reg Voter
Nortnway AK 99784 24 Y
Date POM Sent Constituency Bill Number Response Subject
01/23 1998 N HB 294 Supports

ISUPPORT HOUSE BILL 294 AND HOPE FOR TS PASSAGE AND GOOD LUCK

Kerry R Maher 778-2331
PO Box 474 Distribution Affiliation Reg Voter
Nortnway AK 99764 24 U
Date POM Sent Constituency BUI Number Response Subiect
QV23 199E N HB 294 Supports

ISUPPORT THE HB 294 BILL



Rita Carroll 778-2287
PO Box 411

Distribution Affiliation Reg Voter
Northway AK 39764 24 Y
Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports

CONGRATULATIONS FOR INTRODUCING BILL 294 WHICH IFULLY SUPPORT. HOPEFULLY THIS BILL WILL PASS
AND INCREASE FUNDING FOR PUBLIC SCHOOLS SUCH AS OURS, ALASKA GATEWAY SCHOOL DISTRICT.

Mrr Jeffrey Manns 778-2287
PO Box 446 Distribution Affiliation Reg Voter
Northway AK 99764 24 U
Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports

ISUPPORT HB 294. GOOD JOB

Mr James W Gallen 000'0000
PO Box 515 L
Distribution Affiliation Reg Voter
Northway AK 99764 24
Date POM Sent Constituency Bill Number Response Subject
01/23.1998 N HB 294 Supports

ISUPPORT HOUSE BILLH3 294 THANK YOU FOR YOUR TIME.

Mr Floyd J Clovidence 000-0000
PO Box 465 Distribution Affiliation Reg Voter
Nortnway AK 99764 24 Y
Date POM Sent Constituency BUI Number Response Subject
01231998 N HB 294 Supports

THANK You FOR INTRODUCING THIS BILL IHAVE SPENT SEVERAL HUNDERED DOLLARS ALREADY THIS YEAR
OF MY OWN MONEY TO SUPPLY THE NEEDS OF MY CLASSES. 100 NOT EVEN HAVE TEXTBOOKS FOR TWO OF

MY CLASSES



W
Ms Tracie A Calios 178-2287
PO Box 684

Distribution Affiliation Reg Voter
Tok AK 99780 24 Y
Date POM Sent Constituency Bill Number Rcsponso Subject
01/23/1998 N HB 294 Support*

IAM VERY APPRECIATIVE OF YOUR WORK ON THIS BILL. OUR DISTRICT ISALWAYS UNDER A THREAT OF
LOSING PROGRAMS OR FUNDING FOR THE KIDSWHO NEED THE RESOURCES MOST. THIS BILLCAN ONLY
BENEFIT THE CHILDREN INALASKA®S S JHOOLS.

Mr Matthew D Cronk 778-2287
PO Box 684 o o
Distribution Affiliation Reg Voter
Northway AK 99764 25 Y
Date POM Sent Constituency Bill-lumber Response Subject
01/23/1998 N HB 294 Supports

THANK YOU FOR INTRODUCING HB294 AFTR /EARS OF INADEQUATE FUNDING ITISEXCITING TO SEE A BILL
THAT WILL INCREASE FUNDING FOR OUR CHILDREN S EDUCATION .WAY TO GO*

Mr Richard Smith 778-2287
PO Box 438 P S
Distribution Affiliation Reg Voter
Northway AK 99764 25 Y
Dato POM Sent Constituency Bill Number Response Subiect
01/23/1998 N HB 294 Supports

I"'™MGLAD TO HAR THAT THERE ISA BILL INTHE HOUSE THAT WOULD INCREASE OUR MUCH NEEDED FUND
FOR THE SCHOOLS. ISUPPORT THIS BILL SO THAT WE CAN GIVE OUR KIDS THE QUALITY EDUCATION THEY

NEED.

Mr Michael L Cronk 778-2319
PO Box 418 o L
Distribution Affiliation Reg Voter
Northway AK 59764 25 Y
Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports

THANK YOU FOR THIS BILL. ITWILL GREATLY HELP OUR SCHOOLS AND ALLOW US TO DO THE BEST POSSIBLE
JOB EDUCATING OUR STUDENTS.



Mrs Lorraine L Titus
PO Box 406
Northway AK 99764

Date POM Sent Bill Number

01/23/1998 N

Constituency

HB 294

778-2287

Distribution Affiliation Reg Voter

25 Y

Response Subject

Supports

YOUR HOUSE BILL 294 WILL BENEFIT OUR SCHOOL AND WOULD LIKETO THANK YOU FOR YOUR IMPUT.

Peggy A Stanley

HC63Bux 1280

Northway AK 99764

Date POM Sent Constituency Bill Number

01/23/1998 N HB 294

THANK YOU FOR INTRODUCING THIS BILLTO OUR LEGISLATURE.

Mitchell D Stanley
HC 63 Box 1280
Northway AK 99764
Date POM Sent Constituency Bill Number
01/23-1990 N HB 294
THANKS FOR INTRODUCING HB 294
Mr Don E Spitier
PO Box 556
Nortnway AK 99764

Date POM Sent Constituency BillNumoer

0123 1398 N HB 294

THE PASSAGE OF YOUR BILL ISCRIT.CAlI TO MANY SCHOOLS THAT WILL SUFFER

778-2251
Distribution Affiliation Reg Voter
25 U
Response Subject
Supports
778-2251
Distribution Affiliation Reg Voter
25 U
Response Subject
Supports
770-2235
Distribution Affiliation Reg Voter
25 U
Response Subject
Supports

IMMENSELY UNLESS THIS

OR A SIMILAR BILL ISENACTED THANK YOU FOR YOUR EFFORTS. DONT GIVE UP



Mr Lee Titus
PO Box 406
Northway AK 99764
Date POM Sent Constituency Bill Number
01/23/1998 N HB 294

PLEASE SUPPORT THIS BILL. THANK YOU.

Ms Joyce K Johnson
PO Box 933
Northway AK 99764
Date POM Sent Constituency Bill Number
01/23/1998 N HB 294

Distribution
25
Response

Supports

Distribution
25
Response

Supports

THANKS YOU FOR YOUR SUPPORT. GREATLY APPRECIATED.

Violet Vandemberg
Northway AK 99764
Date POM Sent Constituency Bill Number
01/231998 N HB 294

Distribution
25

Response

Supports

THANKS YOU FOR HB 294 AND IFULLY SUPPORT THEBILL.

Cora S Derrnt
PO Box 484
Northway AK 33764
Date POM Sent Constituency Bill Number
01 231998 N HB 294

IWOULD LIKETO EXPRESS MY APPRECIATION FOR

Distribution
25

Response

Supports

INTODUCING HB 294

ESPECIALLY INOUR DISTRICT ALASKA GATEWAY SCHOOL DISTRICT

778-2311
Affiliation
N W tribal

Subject

778-2311
Affiliation
N W tribal

Subject

778-2311
Affiliation
N W tribal

Subject

778-2311
Affiliation
N W tnpai

Subject

Reo Voter

Reg Voter

Reg Voter

Reg Voter

INSUPPORT OF ALL SCHOOLS



Mrs Jennifer
PO Box 446
Northway

Date POM Sent

01/23/1998

D Manns
AK 99764
Constituency Bill Number

N HB 294

GOOD JOB IFULLY SUPPORT BILL 294

Robert
PO Box 430
Northway
Date POM Sent

01/23/1998

R Beach
AK 99764
Constituency Bill Number
N HB 294

778-2287

Distribution Affiliation
25

Response Subject

Supports

778-2337

Distribution Affiliation
25

Response Subject

Supports

ITHINK HB 294 WOULD BE GREAT TO ALL THE SCHOOLS INTHE DISTRICT. THANKS®

Jason
PO Box 462
Nortnway

Date POM Sent

01-"23/1998

HB 294 WAS AGOOD IDEAFaOM WHAT IHEARD AECUT

Shelly
PO Box 532
Northway
Dale POM Sent

0172371993
THANK YOU FOR

INTRODUCING HB 234

0 Torres
AK 99764
Constituency Bill Number

N HB 294

J Albert

AK 39764

ConsM-jency

N HB 294

Bill Number

778-2360
Distribution Afliliation
25
Response Subject
Supports
IT
770-2294
Distribution Affiliation
25
Response Subject
Succors

INSUPPORT CF EDUCATION GREAT JOB

Reg Voter

Reg Voter

Reg Voter

Reg Voter



Sherri Demit 778-2298
PO Box 524

Distribution Affiliation Reg Voter

Northway AK 99764 25 U

Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports
ISTRONGLY SUPPORT THE HB 294 BILL.
Ms Lynda Raymond 778-2317
PO Box 4 8 Distribution Affiliation Reg Voter
Northway AK 99764 25 Y

Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports
ISUPPORT THIS BILL. ITISITMPORTANT FOR KIDS"!
Mrs Judith A Harmon 883-3255
PO Box /*8 Distribution Affiliation Reg Voter
Tok AK 99780 25 Y

Date POM Sent Constituency Bill Number Response Subject
01/23/1998 N HB 294 Supports

iAPPRECIATE YOUR SPONSORING HOUSE BILL 294 AS ITADDRESSES THE ISSUE OF INFLATION AND
ACTUALLY INCREASES PURCHASING POWER FOR MOST OF THE SCHOOL SYSTEMS INALASKA. AS AN
EDUCATOR AND PARENT OF 3CHILDREN IAM -LEASED TO SEE

AN INCREASE INFUNDING ~CP ALASKA GATEWAY SCHOOL DISTRICT

Ms. Joanne M Burntt 883-2591
PO Box 30/ Distribution Affiliation Reg Voter
Tok AK 99780 25 Y
Date POM Sent Constituency Bill Number Response Subiect
01*23/1998 N HB294 Supports

ISUPPORT HB 294 TO CHANGE THE FOUNDATION =ORMULA AND INCREASE FUNDING PER INSTRUCTIONAL
UNIT BUT DON T THINK ITGOES FAR ENOUGH TO CLOSE 22% OECREASE INREAL PURCHASING POWER
EXPERIENCED SINCE THE FORMULA WAS LAST

ADUJUSTED IN 1908. PUBLIC EXPENDITURES FOR EDUCATION SHOULD BE ADJUSTED FOR INFLATION YEARI"



Mr Russell
PO Box 745
Tok

Date POM Sent
01/23/1998

MANY OF OUR RURAL DISTRICTS HAVE MADE REFORMS AND ARE CUTTING COSTS NOW
INFLATION BEFORE OUR STUDENTS SUFFER MORE.

UP WITH

Mrs Diane
PO Box 544
Northway

Date POM Sent
01/26/1998

N

N

J
AK 99780
Constituency

A
AK 99764
Constituency

Persson

Bill Number
HB 294

Cronk

Bill Number
HB 294

2 | WL ,p p. wr»Il "1,f,uJIUw
883-5574
Distribution Affiliation Reg Voter
25 Y
Responso Subject
Supports

IT'STIME TO KEEP

THANK YOU FOR SUPPORTING EDUCATION BY SPONSORING HOUSE BILL 294.

Mrs Donna

PO Box 60
Eagle
Date POM Sent

01/28/1998

THANK YOU FOR CONSIDERING LEGISLATION TO FUND OUR CHILDREN S FUTURE.
BOTH RURAL AND UPBAN PLEASE DO YOUR PART TO ENSURE ALASKAS FUTURE

KEEP

N

INMIND ALL CITIZENS.

K
AK 99738
Constituency

Westphal

Bill Number

HB 294

FOR ALL ITSCHILDREN WE APPRECIATE YCUP

TIME ENERGY AND EFFORTS THANK YOU.

Mrs

PO Box 68

Eagle
Oate POM Sent

012871990

Patncia

N

J

AN\ 39738

Constituency

Mitcheil

Bill Number
HB 294

883-5161
Distribution Affiliation Reg Voter
25 self Y
Response Subject
Supports
547-2391
Distribution Affiliation Reg Voter
18 Y
Response Subject
Supports
TIISSO IMPORTANT TO

547-2276
Distribution Affiliation Reg Voter
18 Y
Response Subiect
Supports

INANT TO LET YOU KNOW OUR MY HEARTFELT APPRECIATION CONCERNING THIS BILL. OUR SCHOOL

DISTRICT AND RURAL SCHOOL.

EAGLE COMMUNITY.

CONTINUE ONCE AGAIN AS AASB MEMBER AND A

PARENT.

THANK YOU.

NEED FINANCIAL AIDDESPERATELY

INORDER TO



Mr. John C Thcmas 225-2118
Pouch Z

Distribution Affiliation Reg Voter
Ketchikan AK 99901 12 U
Date POM Sent Constituency Bill Number Response Subject
01/28/1998 N HB 294 Opposes

INCREASING THE INSTRUCTIONAL UNIT NOT A SOLUTION. YOUR STATE FUNDING HAS DROPPED BY 22%.
YOUR PROPOSED 5% INCREASE ISA SHORT-TERM FIX. NO INFLATION PROOFING ISPROVIDED. WHY NOT
REWARD SCHOOL DISTRV-TS AND BOROUGHS?

CONSIDER ABONUS FOR DISTRICTS FUNDED TO THE MAXIMUM ALLOWABLE LEVEL.



Opinion/Editorial By Representative Gene Kubina

Educational Funding: Smaller Dollars, Bigger Bills

Several weeks ago | was glancing through a file on education when | came across a letter
from a woman representing one o four state's school boards Her plea was simple and to
the point. She wanted to know why a state wealthy enough to have a Permanent Fund,
and billions of dollars in additional savings accounts, constantly “ fudges” un adequately
funding our children’s education

What she was referring to was this during the last ten years, the amount o f revenue the
state o f Alaska has spent on each public student has dropped by more than 22% when
inflation and enrollment increases arc taken into account

Also significant, this writer is representative of the many Alaskans who volunteer to fill
our school boards, our PTAs. and other educational organizations, and are aware o f the
financial crunch our schools are feeling These people have families, own businesses,
pay taxes, dca with the issues common to all o f us. yet their direct involvement in our
educational sys.em makes them aware that our school districts arc under funded

In fact, | -an flatly state that dunng my years in otTicc | have never encountered a school
board or PTA that did not support an increase in our educational funding formula This
educational “deficit” has been the topic ofagenda at meetings and hearings across the
state, and Alaskans generally agree that there is a problem

Unfortunately, the approach undertaken by several colleagues o f mine in the House and
Senate has been more along the line of EdOpEd doc"borrowing from Peter to pay Paul
There is one bill in the Senate that would take funds from some school districts and give
it to others, whereas another would apply a payroll tax to Alaskans in some regions while
exempting those living elsewhere

Aside from the constitutional issues. | believe that both approaches are unworkable and
divisive, pitting school districts against school districts, and in elTcct. children against

children

OPINION/EDITORIAL BY REPRESENTATIVE GENE KUBINA



Office of Rep. Gene Kubina

In looking at this issue, | think there is one question that seems to be overlooked

Inflation is factored into other areas of the economy. Why not education? The
Permanent Fund, Social Security, salaries, military pay, arc adjusted for inflation And in
a numoer of cases on a yearly basis

Yet the funds that provide the bulk of educational binding in our state have only been
adjusted once for inflation since the inception of the program in 1988

The result has been noticeable: larger classes and fewer programs, less teacher aides and
deep cuts in maintenance and janitorial stall In some communities like Anchorage,
families have been asked to voluntarily pick UF the cost o fsome "extras," and
communities arc being requested to pick up a larger share of the financial burden on a
local level—even as they reach caps that will not allow them to contribute more The
Kcnai Peninsula district is a good example

Recently, one ofthe members of my local school board reminded me that the city of
Valdez, considered to be a wealthg town bK many Alaskans, has been at its local funding
cap for years In fact, in order to balance the school budget, the district is being forced to
cut reading teachers out of the elementary school His observation was that if a relatively
wealthy town like Valdez is being forced to cut personnel, how arc the less affluent
communities doing9 Although conditions vary from one region to another, my
perception is that some ofour schools arc in serious trouble if this erosion of their
budgets continues

That is why | have introduced an education bill that docs two things First ofall. it will
raise the instructional unit from $61,000 to $64,000. gaining some of the ground that
education has lost to inflation o\er the last ten years

This increase wil! mean better funuing for most of our schools nearly $12 million dollars
for the Anchorage school district. $4 million for Fairbanks, and $3 million for the Kcnai

and the Mat-Su districts

Secondly, my bill will address the issue of disparity between some ofour districts by-
raising the local minimum contnbution 0f35% to 40% of the educational hasic need In
brief, what this means is that the North Slope, Valdez, and Unalaska school districts will
not receive any additional ftate dollars, while approximately $37 6 million dollars will be
distributed to other schools across the state

With the passage o f this bill, we will be putting state dollars toward the greatest
educational need without playing to political or regional differences It is my intent to
work closely with members of both the minority and the majority to see that this
legislation successfully passes into law

We owe ittothe children of this state to address this problem
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Ford
2/4/98
AMENIDMENT
OFFERED IN THE HOUSE  * BY REPRESENTATIVE KUBINA

T0: HB 294

Page 1, following line 12:
Insert new bill sections to read:
"* Sec. 2. AS 14.17.031(a) is amended to read:

(a) The department shall adopt regulations defining funding communities
within each district that reflect geographic and attendance area factors. For the
purpose of determining instructional units, students are counted in the district and the
funding community from which they receive educational services. The total number
of instructional units in a school district is the sum of the following units for each
funding community within the district, as determined by the department:

(1)the number of units for elementary and secondary students
determined under AS 14.17.041(a)* [OR] (b). or (c). whichever is greater:
(2) the number of units for vocational education determined under

AS 14.17.043;
(3) the number of units for special education determined under

AS 14.17.045; and
(4) the number of units for bilingual education de:ermincd under

AS 14,17.047.
+ See. 3. AS 14.17.041 isamended by adding a new subsection to read:
(€) The instructional unit calculation for a school district with :rt ADM of 900
or less that consists of one funding community is increased by multiplying the
instructional units calculated under ta) or (b) of this section by the appropriate factor

set out \ the following table:

Distnct ADM Factor
1- 250 1.12
251 - 525 1.08
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526 - 900 1.06”"

Renumber the following bill sections accordingly.



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 294
1598 LEGISLATIVE SESSION

Revision Date:  January 281998 Dept. Affected: EDUCATION

Title: An act relating to local ano state "BRU: J<112
Component: Foundation Program

Funding. education funding.

Sponsor: Representative Kubina
Reguester: H Hess. Finance COMPONENT SERIAL NO. 141

Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FYOO FYy 01 FY 02 FY 03 FY 04
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS 37.895.4 37.895.4 37.895.4 37.895.4 37.895.4 37.895.4

MISCELLANEOUS
TOTAL OPERATING 37.895.4 37.895.4 37.895.4 37.895.4 37.895.4 37.895.4

CAPITAL EXPENDITURES

CHANGES INREVENUES |

FUNDING: (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 37.89 37.895.4 37.895.4 37.895.4 37.095.4 37.895.4
1005 GF/Program Receipts

Other:

TOTAL 37.895.4 37.895.4 37.895.4 37.895.4 37.895.4 37.895.4

Estimate of current year (FY98) cost: $

POSITIONS:
FULL-TIME
PAHT-TIME
TEMPORARY

ANALYSIS: (attach a separate shoot ifnecossary.)

Section 1 will increase required local effort from tho North Slope. Skagway. Unalaska. and Valdez by Si.45 million.
Section 2 will increase State Foundation Entitlements to all school districts across tho state by $39.45 million. Tho Impact
Ard deductible for North Slope. Unalaska and Valdez school districts will mcreaso. Section 1and 2 combined will increase

the total Foundation Entitlements by $37.9 million.

Prepared by. Eddy Joans. School Finance Manaqpr Phone: 465 8679
Division: Education Support Services Date: -
Approved by Commissioner: Shirley J. Holloway. Ph.D. ,4

Agency: Department of Education /

PREPARED TO PROVIDE ALL DISTRIBUTION COPIESTO GOVERNOR®"S LEGISLATIVE OFFICE
For furthor distnbut on information call the Governor®s legislative Office

p -jrwomooM “% Pago 10of3
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ALASKA DEPARTMENT OF EDUCATION
PROJECTED FY99 FOUNDATION PROORAM
Mouse Bill 294

School District:

ALASKA GATEWAY
ALEUTIAN EAST
ALEUTIAN REGION
ANCHORAGE
ANNETTE ISLAND
BERING STRAIT
BRISTOL BAY
CHATHAM
CMUGACH
COPPER RIVER
CORDOVA

CRAIG
DELTA/GREELY
DENALI
DILLINGHAM
FAIRBANKS
GALENA

HAINES

HOONAH
HYDABURG
IDITAROD
JUNEAU

KAKE
KASHUNAMUIT
KENAI

KETCHIKAN
KLAWOCK
KOOIAK ISLAND
KUSPUK

LAKE A PENINSULA
LOWER KU3KOKWIM
LOWER YUKON
MATSU

HEHIAVA

NOME

Socllon 1:
Chango in

Roqulrod Local Elforl:

Fiom35% 1o
401°. ol
Basic Nood

Section 2:
Chango in
Basic Nood:

Unit Valuo from

(61,000 lo

(64,000

261,180
202,410
60,060
12.218.430
174,140
1,013,010
130,440
144,540
79,800
307,470
166,590
132,720
275,640
153.960
222,630
4,236.900
331.980
139,020
101,190
54,600
284,700
1,453,590
71.460
121.770
2.845.920
654.570
78.510
889.170
294.990
354.870
2.102.400
881,700
3.348.720
68.740
286.380

Chango in
Impact Aid
Deductiblo:

Impact Aid
Adjustment

el

Chango In
Stalo Aid

261,100
202,410
60,060
12.218.430
124,140
1,013,010
130.440
144.540
79,800
307,470
166,590
132,720
275,640
153,960
222,630
4.236.900
331,980
139,020
101,190
54,600
284,700
1,453.590
71.460
121,770
2.845,920
654.570
78.510
889.170
294.990
354.070
2.102,400
881.700
3J48.720
88,740
286.380
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36
37
38
39
40
4
42
43
44
45
46
47
48
49
50
51
52
53
54
55

ALASKA DEPARTMENT OF EDUCATION Section 1: Section 2: Chango in
PROJECTED FY99 FOUNDATION PROQRAM Chango in Chango in Impact Aid
House Bill 294 Roqulrod Local Ehort: Basic Need: Doducliblo:
From 35% to Unit Valuo Irom
40% ol $61000 Impact Aid Change In
School District: Basic Nood. 564.000 Adjustment Stalo Aid
htO!i3fc' _ifeifjilttils

NORTH SLOPE (966.784) 906,360 (110.606) (171.030)
NORTHWEST ARCTIC - 1.039.530 1.039.530
PELICAN b 29,970 29.970
PETERSBURG . 203,040 203.040
PRIB*LOF . 109,320 109.320
SITKA . 429,210 429.210
SKAGWAY (56.000) 52.500 (3.500)
SOUTHEAST ISLAND - 156,510 156.510
SOUTHWEST REGION 421.020 421.020
ST. MARY S - 72,900 72.900
TANANA b 64,260 64.260
UNALASKA (152,160) 142,650 m (9.549)
VALDEZ (274.784) 257.610 (3.906) (21.080)
WRANGELL 145,830 145.830
YAKUTAT 77.940 77.940
YUKON FLATS 330.030 330,030
YUKON/KOYUKUK 377.970 377.970
YUPIIT 247.830 247.830
ALYESKA CORRESPONDENCE 196.541 196.541
MTEDGECUMBE 84.450 . 84,450

Totals: $ (1,449.728) S 39.459.671 $ (114.551) S 37.895.392

Column A: Section I: Amends AS 14 17 025. increases local contribution perccnlgc (tom35% lo40%
Section2 Amends AS 14 17 056 Increasos instructional unit value I'rom SGI ,000 to SG4.000
Impact Aid Adjustment mks local eltort & Basic Need increase so doos Itiodeductible Impact Aid

Column 0
Column C:

Column O Total chango in slate aid

Inl a






FISCAL NO

STATE OF ALASKA
1998 LEGISLATIVE SESSION

Revision Dale (2/17/98

Title An Act rotating to Health Insurance
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HOUSE COMMITTEE REPORT

©
Date Referred to Committee: January 12, 1998 FURTHER REFERRALS: Labor and Commerce

Date of Committee Action:
The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 300

HOUSE BILL NO. 300 HEALTH CARE INSURANCE

“An Act relating to health insurance; and providing for an effective date.”

W HWH%GP‘?FOV%HS et substine -3 BB bic! b i [ 1the s e
JF =t it

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE<S): ik APPROVES PREVIOUS:

| Jfiscal notc(s) [ Jfiscal notc(s)

(>S3 zero fiscal notc(s) C I e D [ 126r0 flSC&| n0te(S)



CHANGES CONTAINED IN CSHB 300 ( )

T_hﬁttitle Is changed to reflect the emphasis of the bill, which is patient's
rights.

Sect | is changed, adding a new short title section that reflects the emphasis
of the legislation.

Sect. 2 (b) is changed to require physician to physician contact in cases
where a patients is denied care, reduced care, or terminated health care

benefits.
The remainder of the bill is the same.
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CS FOR HOUSE BILL NO. 300( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor's): REPRESENTATIVES BUNDE. James
A BILL

FOR AN ACT ENTITLED

"An Act reluting to patients’ rights under health insurance; relating to review of

health insurance treatment plans; prohibiting certain health insurance practices."

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

* Section 1. SHORT TITLE. This Act may he known as the Alaska Patients’ Bill of

Rights.
* Sec. 2. AS 2142 is amended by adding a new section to read:
Sec 21.42.390. Required health insurance coverage provisions. (a) A
health care insurer may not include in the health care insurance plan or contract a
provision that
(1) prohibits a covered person from obtaining health care services from
a health care provider of the person s choice, including a specialist;
(2) restricts a covered person’s right to receive full information from
the person’s health care provider regarding the care or treatment options that the health

care provider believes are in the best interests of the person.

ole CSHB Joo( )
Kt« r»X: *n.j-.-::n»d [ZELE7EV TEXT BRACKETED!
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(b) A health care insurer may not deny, reduce, or terminate health care
benefits for a covered person unless the denial, reduction, or termination is approved
by a physician who is licensed to practice in the United States.

(c) A health care insurer may not

(1) directly or indirectly reimburse a covered person at a different rate
because of the person’s choice of provider;

(2) deny coverage, cancel a health care insurance plan or subscriber
contract, or otherwise take action against a covered person or a health carc provider
because the person has asserted a right described under this section.

(d) A covered person may bring a civil action against a health carc insurer to
enforce the person’s rights under this section.

(e) Ip ihis section.

(1) "health care provider'l means a person licensed in this state to
provide health care services;

(2) "health carc services" means treatment of an individual for an

injur/, illness, or disability and includes preventative treatment of an injury or illness.

CSHB .MHH j o

Tvxi. VntoriiM'L IDtieztv text hkcketzoi



DURING SESSION

STATE CAPITOL, BOOM 104
JUNEAL. AK'89801-1182

(007) 405-4843 (800) 802-4843

DURING INTERIM

716W. FOURTH AVE

I ANCHORAGE. AK 005012133
h%d%ggé§|%%E&ﬁ#%B%o(l\ﬂ'ﬁA%i% R epresentative C on Bunde (007)258-8168
. BVAIL

SELECT COMMITTEE ON LEGISLATIVE ETHICS bistrict 18 flepminlal/» Con, OundaOtogt*tutF ak us

SPONSOR STATEMENT

House Bill 300

‘An Act relating to health insurance; and providing for an effective date.’

Often, insurers use health carc consumers as trading chips in order to obtain services for a
lower price. The problem is that the patients involved don’t know that they have been
traded until they come to use the service, then many times, they become aware that they

arc not able to go to the provider of their choice.
HB 300 protects the rights of health care consumers to choose appropriate medical carc.

This legislation prohibits insurers from reimbursing a covered person at a different rate

because of the person’s choice of health care provider.

SPONSOR STATEMENT
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ALASKA PHARMACEUTICAL ASSOCIATION
Box 101185 Anchorage, Alaska 99510

(907) 563*8880

Jan 16, 1998

Representative Con Bunde
Houso of Representatives
Juneau, Alaska

Dear Representative Bunde.

We have a received a copy of House Bill 300 that you have introduced. The Alaska
Pharmaceutical Association aEpremates your effort to support pationts freedom of
choice in health car©. Wo look forward to working with you to move this legislation

forward

Pleas® feel free to contact me in Ketchikan at 907-225*6186 or you may contact
our Executive Director, Erin Carey-Byrno, at our Association office at tho above
numbors in addition, we are represented by our lobbyist Geoff Bullock in Junoau

Sincerely,

Barry Christensen _
Chair. Legislative Committee
Alaska Pharmaceutical Association

SUPPORT
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Karen Coombs-Marcey
6301 Bubbling Brook
Anchorage. AK 99516

Representative Con Bunde
Room 104

State Capital

Juneau. AK 99801

Dear Representative Bunde;

As a constituent of your district and an individual who has heen involved m health care
in the state of Alaska since 1981,1am wnting In support of HB 300. Thure are many
reasons why HB 300 is needed and makes sense in' Alaska. The three mam reasons

are access, patient rights and economics

Access to health care remains a pnmary problem in Alarka Alaska has u small
population hase, s’oread out over a large geographic area, with few health care
providers Many "larger towns lack basic services Dutch Harbor does not have a
physician, Bethel does not have a pharmacy. The State of Alaska needs to support the
Inclusion of dll cuiieiil diiJ piu&pcolive health providers in insurance contracts to
increase accessibility, not limit or eliminate it. Also, many insurance companies

only want to contract with "national providers” especially for pharmacy or infusion
seivices GEHA wants their patients to use Apna (or infusion services, but Apna's
infusion business in Alaska lasted less then a year. The State of Alaska employee
who lives in Sitka is expected to(?et prescriptions at Fred Meyer's in Juneau And this
IS just the beginning of "managed care".

Every patient should have the right to make decisions that effect then health and well*
being, without intrusion A patient should bo able to receive complete information
regarding treatment options available to them and should bo allowed to choose tho
health ptovtder(s) that meet their needs The method by which insurance companies
try to second guess medical decisions made between a patient and his physician, is a
direct violHlion of that individual's rights and a direct threat to their health ~An insurance
agent negates a patient/physician decision from thousands of miles away, often with no
medical background and without even knowing the patient



Economics is the third issue. Many myths abound about the "cost savings" of restrictive
health rarr» systhm*  Cnst savings should he more correctly referred to as revenue
shifting; insurance companies and their intermediaries have increased revenue, health
care providers have decteased revenue and patients' expenses can go up or down

‘Myth 1 Specialist care costs Tore . : .
In actuality, SPECIalISt care IS more COSt effective. This can be

documented in a number of journal articles and in awarded capitated
contracts in both cancer and HIV/AIDS care, bv both private insurance
and Medicaid. Where capitated contracts are awarded to Specialist
Clinics because they are more cost effective, and achieve better

outcomes.

"Myth 2: Restrictive drug formularies or decreased access saves money. o
Susan Horn's study, which originally was designed to show that restrlct|Vﬁ
ru% h)rmularles deceased cpsts, a]ctuallr endegd u% sBevyln%that OVEra
odlth caro co%;s are significantly increased with 9trict drug
orm_ularles dn ,decrea ed dCCESS. Once again insurance companies
may increase their profits by owning the PBM and accessing drug

rebates.

‘Myth 3. Consolidation or merging health care providers are more cost effective and
hence rcduco hoalth care costs.
Alaska should pay attention to what's happened outside as the push for
managed care works it'sway into our state. Competition is what brings
ﬁnces down. As tfie Anchorage Daily News reported last week, whal 1s
appening in larger cities, where managed care pressure has caused

providers to merge and become one, they have been left with only 1
or 2 providers and now even the HMO's that cause 1this phenomenon,
arc unable to stop the large increases that tho remaining providers arc
demanding Who can they turn to? There isno one left Remember,
even Anchorage only has 2 hospitals the minimum requirement for
competition!

We need HB300 to protect the health of all Alaskans. Without it. we will be at (ho
mercy u .nsurance companies, who don't know or understand our state and are not
looking out for the health of anyone but their stockholders or 'non profit" CEQ's Please
do not hositato to call me, if you would like copioc of journal articles or published
studies mentioned above.

Karen Coomb* Marcuy
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4107 Laurel Street « Anchorage, Alaska 99508 « (907) 562-0304 + (907) 561-2063 (fax)

February 17.199*

Honorable Cm Bunde

Sole of ALulu

Houio ofRepresentatives

Hcollh, Education. ird Social Services Commiitoe
Room 106, Capital

Juneau. A laib
RE HD 300

Dear Rcpreseraaiivc Bunde:

The Alaska Stale Medical Aasoo.ii.on (ASMA) represents nearly 500 pr.vatc pmcuce physicians ond ihrir pcdcnis
Ttiank-yoi forthe cppotljniiy to provide commentaiy on HB 300.

ASMA’'sjovviwng body. the House ofDdep#cs.has long supported the csnccpi ofa pmterii reasonable choice in die

physician that provides lus or her medicalore. Thitconcept u included ir. MB 300

A SM Al interest in any health arc plan focuses on what urpoet it would 1'4'* the quality of nodical auc arv) the
paticm/phytiCTin relationship Generally, the phyvdan ccnunuraty it iracreneo In assuring tlui

patients luve aruicroble choice in vshieh phvsicun provides their lieakh arc.

patients lent aclearundcnarding ofall macrial ben ju and rcmcuons involved wiih any hcaltli plan;

eoeh pbytaan desiring to pamopctc at a ccntraacd providerofare has a ftir opportunity io do so.

any physician cor.traa criteria, comraaing prooodunx and centn a temurudon be on | fair and oqutable busis.
any uulteaticn review or medial necessity determination bo accsmpliilted on « peer review bass, and finally
patients aren't unrcuonably deruod benefits after receiving smergocy core in a liospiul crabcr emergency facility

S i SIS

Section | at AS 21 42.390 fb) provides dor a uuuut.on review or review ofatreatment pi-n naui be done by a licensed

It is notdear that such review nus be done by i peer aSM a suggests this fcnpuage be mod.Bed :0

health care provider
the ten reform maaire. enacted last year in regards u

m ate thisdear The same "peer" approach wni adepted m Hflit
erpcn wimea quatifiauoni (sec AS 09 20 185).

Tank yea for Duscpponumty

Smartly.

By Kevin Tomera. M D. President

For. Alaska Stale Medial Auoaation
Doan!ofTrustoca

ec Rcpreaentcirvo Joe Green. Vice Chair. HESS
Representstnt Fred Dyson. HESS
Rcpfeaemative Bnar. Pcncr. HESS

Rermcftitive Al Vaey. HESS
RcpreaervLHiv* Tom Once, HESS

Repmcranuie Altai Kemptov HESS
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BY STEVE KALMEYER

lisent major federal health-care leg-

/A isltion mosthealth iy tookplace

In statrhouse* in IW7. Patient con-

sumer protection top|>ed a legislative agenda

that also included hospital conversions, pamal-

hirth abortions, expanding Medicaid to in-

clude more children, medical saving*accounts,
workei* compensation and gaﬁ clauses.

Tlir granddaddy of them"all. however. was
patient piotectinn: especially fot participants
0f managed care organization*- While not a*
cnmprehemny itt regulating managed
*eor anization* a*urine would hajr

d, the hill* suggest a trend unsaid
states being a watchdog over the
. growth of managed carc, _

In January 1997, nine state* inum
dueeela Maniaged (air Consumer Pro-
tectron Act tiaSed on a model created
though Women in Government, a bi-
partisan educational association, Nine
democratic and Republican stale law-
maker* in the group developed the
modad trill for state* to estalrlish consumer
prote?tlon and (Jyalitv-of-carc stan-
d.udv T0rManal€licate organizations
<ploiado. Kansas, Newicrsey, Oregon

Texasfussed versions sirmilai to'the
uuMIrl in 1997, Delaware. Georgia.
Ohio and Tennessee should address
_ |_M'Ui|mag _Ieglslatlon thissear, .
..Additional patient piotection legislation lo-
iisril on lcanning gagrliuse*. Atleast 17 states
addressed roniidcty.il clauses that piofihii
lloctors hi managed cate contracts tunii <
ckningeciLUii medical information to fuUrnix
Srsrtal stales alur inclyded legislation that
lanned incentives for plivsiciaiis to not tefer
utitms to irtum sjro tltstvor prifonn crtuin
pukcduies Stales Kcoking to im|tieinenl a stm-
al meafurr ha e,gralsed ansas'S H RN lic
Kansas lavs ptohibits gag clauses in managed
caie cnntkKis. fun* incentives tlut might kTep
plivsicinnsluun tefrmng patient* to *orc i viiu*
or fuiilrer rate, irqtuir* cotmmur* ofeatr jm»
viuons lot irrnuiuted enroiler* and nglo,rrx
the estabhshmriil ol grievance ptotranir*
Montana, ( tab and Wsoming passed laws that
locus echusweIY on lunning; qa? clauses .

At least |'metates fussed legisation ircfiliung

managrd caie organizationis to b.tvr wttllr

0o f

a*»t«n«z if s riiftpctfcy ***>*/ mkn Program
try Umcwszsr? 5*0x10 Th* Ccuvr] of Suit
sICVIWtWI

30 State Government New* Januaiy/Krtwiun 1998

standard* for Ixnh utilization reviewand griev-
ance 'orocedures. Most notable are Confecti-
cut™ [ B, 688.L. Missouri's I B. 335 and New
llampgliiir's S B, 1'*2 Connecticut require* the
commissioner* o| the department* of Insurance
and Public Health to develop and distribute
annual consumer rr>mtraids on all managed
care organizations, beginning in 1999, The
Missoufl bill require* health maintenance or-
ganization* to develop procedure* toallow an
enrollce who need* ongom(h; care from a spc-
culist to receive that caié without iiM obtaining
garc fer_ge}l Irom a primarv care physician fot
VIS,

At |east seven state* passed legislation under
which subscriber* can selec t from among clif
fcient del*' TV systems, including HMO. pre-
ferred rE)rowderor amzatlonsor Ire-for-*crvice
when needed, lather than choosing between
deliver* svxtem* during open enrollment peri
ods al place*ofemploviiieni. lowa*Il B. 133
require* carrier* that ollei a limited network
plan with small einplover* to olfer a point-of-
service option allowing such choice, t-argr
emPlov I* must olfei T com|-ol-wisice plan in
vshich the pine s arliuuallv determined, a
managed care plan that does not limit provid-
er*oran indriunitv plan _

Virgin @ mav consider similar J)roposal* In
1998, Tawmaker* hi 1997 fussed 11| R., 631,
which cteated a task [otce, »oexplore fsoint of
service option* lor V|_r(i|n|a s businesses. The
Lfsk lon € i ludrd |68!S ate s consumer*, pro-
sider*. liuginessc-sandiusuieis lliestate'sjotnt
taitnmtssion on Hemlili (air soil submit it*
litidutgs and ircoiiuurndationv to the gover-
not and the 1998 Griieial Asse_mblP{. ,

Hie lediT.il gosettiliii'nt alsoisfoflowing (he
health advtsory commission toute, President
Million, vdio in Match 1997 apfMiinted an

dvisors CavmnuMioti on <otisiunrr Protecuon
et Oiulitv in the Health ( air Induvtry, an-
nounced a Health ( aie | onsumir Bill ol
Righis in late Nmrtnber 1997 While it has
made mils recommendation* so lar, the com-
mission ha* received mixed irviewv Some
state™ view it a* iederal iiitiuvion, while other*
we it a*awateieddown version of several state
law* ahead* in place .

~In 19"8, state otlieiah should look lor led-

rial legidation tlut would wl a national stan
daid for ensuring qualm caie foensurr that
progress, in futient piotrenon continue*, an
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Majoi Health Car* Policies: Ftfry State ProMect997

build protection into their Medicaid managed care programs, most ol which target children
and pregnant women on Aid to Families with Dependent Children.

Ai the year wound down, compliance with the new Title XXI children™! health insurance
program— a five-year, $24 billion federal block grant approved as part of the Balanced
Budget Act signed by Prendent Clinton on Aug. 5. 1997— became Topic A for states in
order to qualify for their share of the funds. Ina few instances, plans were submitted to the
Health Care financing Administration (HCFA) or, at the lesst, approved by the legislature
before the year ended. But with most sessions inadjournment when the law was signed, lhe
issue is likely to take a significant amount ol lime when lawmakers get back to business in
1998.

Sandwiched in between was a wide range of Issues with which legislatures had to acquaint
themselves, Irom nonprofit hospitals and Blue Cross and Blue Shield plans seeking to
“convert™ to for-profit status to balancing the promises of genetic testing against the
possibility ol discrimination in health insurance, from physician-assisted suicide to licensure
reform, from keeping tobacco out of the hands of youngsters to finding less costly, more
consumer-friendly options to nursing home caie for elderly and disabled citizens. Here are
some highlights of the year, followed by an in-depth reporton 10 key policy areas.

Finance: Managed Care and More

Il you had to sum up the most contentious health care issue ol the year in just two words,
"managed care” would do. In response to consumers® angst about the limits that managed
care imposes on the ability to choose a physician and ro providers”anger about what they
perceive as their ebbing control over patient care to insurance industry "greenshades,” 17
states enacted comprehensive laws regulating health plans, while two (New Jersey and
New Mexico) issued rules to do the same. Hut number supplements 13 laws modeled on
either lhe American Medical Association®s Patient Protection Act or the Managed Care
Consumers*® Bill uf Rights that were adopted between 1994 and 1996. Designed "to assure
fairmess to patients and providers,” the AMA model requires stales lo develop standards for
certifying managed care plans; spell out utilization review safeguards; and set forth
coverage options for patients, including a "pomt-of-service® option for going outside of the
plan for care, sub/cct to higher out-of-pocket costs. lhe bit. ol rigits, developed by the
Public Education fund of New York, is a more consumer-oriented model with provisions
addressing access, choice, quality, confidentiality and nondiscrimination, appeals and so
on

Comprehensive Reforms: The 1997 batch of bills addressed an even broaoer range of
issur*. including access (e g-, direct access, pomtol-servicc options), bans on gag clauses,
consumer grievance and appeals procedures, credenpalmg and certification, privacy of
medical records, disclosure of financial incentives and plan solvency. On access— arguably
the most important issue to consumers— for example, 33 statess now have laws or
regulations that give women inmanaged caie plans direct access to their OFi/CYNs, either
by letting them bypass a referral from a primary care gatekeeper or by designating an
OB/GYN as their primary care physician. A 199? Florida law also grants duett access tn
dermatologists and a Montana taw (0o advanced practice nurses under the state"s workers
compensation act. And New Jersey and Tetai joined New York this year in providing direct
access to specialists, when an enroKees medical condition warrants. In addition, 11 states
now offer the pomr-of-service option, though often with limits, to people who are willing to
pay more out ol pocket to see uut-ol-plan providers (Maryland. New York and Oregon
1995-Georgia and Minnesota. 1996. ond ldaho. lowa. Montana. New Jersey. Oklahoma
and Tesai. 1997). Plan use o1 'gig cfjusei."or contract language that doctors maintain
prohibits them Irom ditcuivng treatment options and other plan practices w«th paiienrt. also

OHeakh Pol«y TrackingWrvne
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continued to command considerable artenrion. in )997, 21 states moved to ban use of gag
clause*, on top of 20 going into the year.

Mandated Benefits: The issue of plan coverage of emergency services and maternity and
mastectomy hospital stays also garnered continued attention, either as part o1 the
comprehensive reforms or as stand-alone bills. At the end o1 1996, 6 states had approved
laws that mandate coverage of emergency room visits that meet the "prudent layperson*
lest- that is, ifan individual could reasonably infer that the condition that took them to the
fR was, in fact, an emergency. In 1997, another 17 followed suit with laws, while New
Jersey and New Mexico addressed the issue through regulations. Since 1995, 41 states (17
of them in 1997) also have moved to mandate extended coverage ior hospital stays ior
mothers and newborns, to avoid a trend toward “drive-thru deliveries,” or discharge after
24 hours or less. Since March 1997. states also have moved to discourage “drive-thru,” or
outpatient mastectomies, by requiring plans to cover inpatient hospital care for
mastectomies (13 laws) and/or reconstructive breast surgery (17 lawi) for a length of time
determined appropriate by the attending physician. Mandated coverage for treatment,
education and supplies for diabetes was another popular theme of the year (see
Pharmaceuticals section).

Insurer liabMy: Should managed care plans be liable for medical malpractice ifa decision
todelay or deny care on grounds itisnot medically necessary results in harm toth* patient)
States grappled with that question in 199/ as they sought to respond lo physician and
patient pressure to curb the power of the managed care industry. Traditionally, health
insurers have been protected by state laws banning '“the corporate practice of medicine,”
which means the patient™s only recourse is to sue under a “vicarious liability" theory. The
present mood in many states, however, it to extend the scope of malpractice liability
beyond individual practitioners lo insurance carriers and plans themselves. A Texas law
enacted *nMay without the governor”s tignjture was the first to let patients who say they"ve
been harmed by a plan®s decision sue for malpractice (Almost immediately, insurers filed
suiton ground* that the law is preempted by the Employee Ketirement Income Security Act
(ERISA), a 1974 federal law that exempt* self-insured plans from state insurance regulation.)
In addition, seven states (ldaho. Louisiana. Missouri, New Hampshire, North Dakota.
Tennessee and Texas) approved legislation that bans the inclusion of indemnification, or
“hold harmless,” clauses that prohibit a provider from shifting ligbility to an insurer in
contracts between tho two parties.

ERISA: From mandated benefits to high-risk insurance pools to the malpractice question.
ERISA continues to be a thorn m me sides of ttate legislators and insurance regulators
While |l« federal preemption provision was intended to allow multistatc companies to
maintain uniform benefits plans across sure hnes. the effect has been to severely
Circumscribe state regulation of self insured plans which now encompass an estimated 40
percent of insured workers. And. while slates have regularly tctiesi the limits of IRISA
through both statute and regulation, court rulings on the issue have (ended to be variant and
piecemeal. wh<h means that any real “fix" will have to come fiom Congress. In 1996,
Congress made a gesture toward broadening the ERI5A tent by extending provisions ol the
Health Insurance Portability and Accountability Act IHIPAA) as well as two clinical
mandates (menial health parity and inpatient care after childbirth) fo both self- and
commercially- insured firms. The trend toward further fedml mandate* e likely to
continue— post-mastectomy hospital stays and regulation of managed care plans aie
already on tap -but that it something of a mixed blessing for states, which would much
prctff that ERISA itell be mod“hed to give the-m grrater regulatory control over the sl
insured maiket
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Physicians Wh o Care

Dissatisfied Physicians

More and more physicians are allying themselves with managed care organizations in order to keep
patients or attract new. insured patients. But a survey of 1.710 physicians finds that many of them believe
managed care -- such as that provided by health maintenance organizations (HMOs). preferred provider
organizations (PPOs) and point-of-servicc (POS) plans -- has had a negative impact on their ability to care

for patients and their satisfaction with medical practice.

PPOs are plans through which a sponsoring group negotiates price discounts with health carc providers in
exchange for patients. Members of POS plans can use an HM O provider and have full coverage or go out

of their provider network and have part of the cost of their treatment covered.
Among the findings of the survey, taken in 1995 and only recently made public:

e Nearly two in five physicians (38 percenti report that their ability to make the right decisions for

their patients has declined in the past three years.

e Forty-one percent report a decrease in the amount of time they spent with patients over the previous

three vears.

* Almost halt ot those in plans that pay prov iders either a discounted price or a fixed annual amount
per patient (capitated plansi rate their ability to get necessary treatment for patients - through
referrals, for example - as fair or poor, and almost two-thirds (62 percent) rate their ability to get

immediate approval for care as low.

e Sixty percent report very serious or somewhat serious problems with external review and with

limitations on their clinical decisions.

By contrast, among the physicians in tiaditional fcc-for-service plans, nearly two-thirds say they have
encountered no serious problems in referring patients to their choice of specialists, and 57 percent have
had no serious problems with reviews of clinical decisions prior to a patient's receiving carc.

Source: Karen Stoil Collins et al . "The Commonwealth Fund Surves of Plnsician Experiences with
Manured Carc." March IW7. Commonwealth Fund. One F. 75th Street. New York. NY. (212) 535dT10().

Reprinted with permixntm of the Suttnruil Center for f'otu \ Anutan from the Executor Alert. JulV/Aunua IW7
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HOUSE BILL NO. 302 UNIVERSITY OF ALASKA OPERATING BUDGET

“An Act relating to the University of Alaska; and providing for an effective date.”
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FISCAL NOTE

BILL NO. CS for HB 302 (HES)

STATE OF ALASKA
1998 LEGISLATIVE SESSION

Revision Date (Note it correction) Dept. Attected University ot Alaska
Title An Act relating to the University ot Alaska ERJ University ot Alaska
Component
Sponsor Rep. Bundo
Requester House HeSS Component Serial No.
Expendlturos/Rovonues (Thousands ot Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FYy 01 FY 02 FY 03 FY 04
Personal Services
Travel
Controctual
Supplies
Equipment

Land & Structures

Grants & Claims
3.286.1 3.351.8 3.418.8 3,487.2 3.557.0 3.628.1

Miscellaneous
3.351.8 3.418.8 3,487.2 3.557.0 3.628.1

TOTAL OPERATING 3.286.1

CAPITAL EXPENDITURES

CHANGE INREVENUES ( )

FUND SOURCE (Thousands ot Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 3.286.1
1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type)

3.351.8 3.418.8 3.487.2 3.557.0 3.628.1

TOTAL 3.286.1 3.351.8 3.418.8 3.487.2 3.557.0 3.628.1
Estimate of any current year (FY98) cost: none
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Aruch » xtpsruie psgo it Necessary,

The CS for HB302 as amended and passecf out ot the House HES committee directs the Board ot
Regonts to ‘allocate to each campus an amount ot funding equal to its baso allocation from tho Enor
fiscal year Plus two percont for inflation.* This fiscal note rofiocts this adjustment, based on an FY98

authonzed level of $164,304.5 GF.

Phone_ 474-0490

DMdixiEsion _UA_Statewid# Budfot_Otfice_~h _ _ _ _ _ _ NN - Date 4/24/98

Prepared by Marylou Burton, Director

Approvod by C-Marylou Burton. Dlrector™/ ~ ~ / N Date 4/24/98

N

Agency UA Statewide Budget Ottice
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR™S LEGISLATIVE OFFICE

For further cSttnbulon mlormebon. cal me Governor's legttiattve Office

sen »¥e'sn licue Pago 1of t



PHD-P!n-00

13.30 FROM<UNIVERBITY OF ALABKA

ID.0374747B70 PACE

RSCAL NOTE

STATE OF ALASKA
1098 LEGISLATIVE SESSION

Revision Dato (Not* it correction)

Title An Act relating to o University of Alaska
Sponsor Bep.Bunde

Requestor House HESS

OPSRATTKS EXPB/DTIURES FT 99
PoreonaJ Sorvteno

Travel

Contractual

Ouppiao

Equipment

Land & Structures
Grants A Claims
Misoefianoous
TOTAL OPERARNG 0.0

|CAPITAL POPOttXTUHt-S

[cH/UW E IN RgVENUCST

FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1006 GF/Program Receipts
1037 GF/Menbri Fiealth
Otl»er (Specify Type)
TOTAL 0.0

Estimate of any current year (FY98) ooat:

postnows
Full-time
Part-time
Temporary

ANALYUS: . (Aoacft a mpanm paga K_natmmtﬁ
This bin raquirse that on appropriation to t

BILL NO. HB 302

Dept. Atfected University o( Alaaka

UHJ University of Alaska
Component

Component Serial No.

FY 01 FY 02 FY 03 FY 04
0.0 0.0 0.0 0.0
(Thousands ot Ooimrti
0.0 0.0 0.0J 0.0

)
0. UnKwtury of Alaska bo ollooated among campuses on a

por student basis. Although tills may rosuit in an increase to some campuses end a deeraaso to
others, the assumption is'that the ovomfl appropriation to tho university is unatfoctod by tho hill por

SO.

P[epared by Marylou Duiton. Director
DIVISIOH UA Statewkto Budget Office

Approved by C*Ma/ytou Burton, Director
Agonoy UA Statewide Budget Office

e TR

oae 2/9/08

PREPARER TO PROVtOB ALL DtSTKttJI/TION COPIES TO GOVERNOR'S LEGISLATIVE OfHCB
For tur«n*» dtstnbuSon MonnaOon. cas the Governors L O f f i c e
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CS FOR HOUSE BILL NO. 302(HES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE -SECOND SESSION

BY THF. HOUSE HEALTH. EDUCATION AND SOCIAL SERVICES COMMITTEE
Offered:

Referred:

Sponsor**):  REPRESENTATIVE BUNDE

A BILL
FOR AN ACT ENTITLED

"An Act relating to the University of Alaska; and providing for an effective

date."

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

¢ Section 1. INTENT. i is ihc intent of the legislature that, by appropnating funds to the

University of Alaska.

(1) the funding process should offer maximum institutional flexibility to
allocate funds internally to carry out roles and missions established by the Board of Regents:
(2) (he funding process should be a straightforward approach that can be used

by the Board of Regents to express system-wide priorities;

(3) there should be a clear and understandable relationship between institutional
needs, the system-wide funding request, the legislative appropriations, the allocation of funds,

and the ultimate use of the funds;

(4) the funding process should not penalize a University of Alaska campus as

the result of decisions related to the internal allocation of resources by other campuses;

_ NE CSIIB 302IHES)
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(5) any incentives that the Board of Regents uses in the funding process should
be explicit;
(6) the funding process should be applied consistently from year to year so that
there can be some level of predictability in the allocation as well as increased confidence in

the outcome;

(7) the funding process should encourage cooperative programs among
campuses; and
(8) the funding process should be compatible with statewide education goals.
¢ Sec. 2. AS 1440 is amended by adding a new section to read:
Sec. 14.40.315. Limitation on expenditure of certain state appropriations.
(a) An appropriation to the University of Alaska for educational services shall be
allocated as required by this section. The Board of Regents shall
(It allocate to each campus an amount of funding equal to its base
allocation from the prior fiscal year: and
(2) apply an enrollment workload adjustment to the base allocation of
each campus; the adjustment shall be calculated as follows:

(A) a three-year average of credit hours multiplied by the
program weighting factor shall be used; the three fiscal years to be used shall
be those that precede the fiscal year of the allocation and shall consist of two
fiscal years of actual and one fiscal vcar of estimated credit hours;

(B) credit hours generated from externally funded sources and
contracts may not be used in calculating the adjustment; credit hours for in-
service teacher cducat an must be included in calculating the adjustment;

(C) the total budget base of all campuses shall be multiplied by
0.33 and divided by the three-year average of total weighted credit hours for
the prior fiscal year: the resulting amount per credit hour shall be multiplied
by the change from the prior three-year average of weighted credit hours for
each campus to determine the enrollment workload adjustment by campus;

(D) program weights arc the weighting factors applied to four
groups of instructional disciplines with different weight factors by group and

course level; the groups and weighting factors are as follows:

CMFB 3020IK.S) 2
T**| VnJtrlinvi IDELETED TEXT BUCKETED!
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(i) Group I: associate degree in accounting, air traffic
control, architectural drafting, architectural and engineering technology,
associate of arts, associate of applied science, automotive technology,
business computer information systems, civil engineering drafting,
computer electronics, dental assisting, dental hygiene, early childhood
development, fire service administration, food service technology,
forestry technology, general business, geomatics. human services,
industrial process instrumentation, mechanical and electrical drafting,
mechanical technology, medical assisting, nursing, office management
and technology, paralegal studies, paramedic technology, petroleum
engineering aide, petroleum technology, professional piloting, small
business administration, small business management, and structural
drafting;

(ii) Group 0: anthropology, an. automotive technology,
aviation maintenance technology. Bachelor of Arts. Bachelor of
Education, diesel technology, economics, electronics technology,
elementary education. English, history, interdisciplinary studies, justice,
medical laboratory technology, music, political science, psychology,
physical education, refrigeration and heating technology, secondary
education, social work, sociology, technology, and welding technology;

(iii) Group Ut Bachelor of Arts in journalism,
mathematics, or theater. Bachelor of Business Administration in
accounting, economics, finance, management, management information
systems, or marketing; Bachelor of Fine Arts in art; Bachelor of Music
in elementary education, secondary education, or performance; Bachelor
of Science in mathematics; and bachelors degree in technology;

<iv) Group 1V: Bachelor of Arts in biological sciences
or computer sciences; Bachelor of Science of biological sciences,
chemistry, um! icering, computer science, geomatics. mathematics,
natural sciences, nursing scicr.ce. u.u ol mines;

(E) the weighting factors for the groups described in (D) of this

*3- CSHB 3024HES>
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paragraph arc as follows:

Group

Course Level | 1

Lower division 1.00 130
Upper division 1.50 1.90
Graduate 3.50 3.50

i
1.60
2.50

6.00

O*LSI285\F

v
3.00
3.50

6.50.

(b) The Board of Regents shall establish procedures necessary to implement

this section.

(c) This section docs not apply to a direct appropriation to a specific campus

or program of the University of Alaska.

* Sec. 3. AS 14.40.325 is amended to read:

See. 14.40.325. Reallocation within state appropriations.

Notwithstanding

the provisions of AS 37.07.080(c) and subject to the provisions of AS 14.40.315.

each appropriation to the University of Alaska is subject to reallocation by the

university administration under procedures established by the Board of Regents and the

office of management and budget [DIVISION OF BUDGET REVIEW) in the Office

of the Governor. Transfers may not be made between appropriations except as

provided in an Act making transfers between appropriations.

e Sec. 4. This Act takes effect July 1, 1998.

CSHB 302<HKS) *4-
N*v vnerimtl [CHXTD 7cx7 tHACKTTSSI
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE BUNDE

TO: CSHB 302(HES), Draft Version "F"

Page 2, line 14, following "year”:

Insert”, plus two percent fo: inflation"
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HOUSE HEALTH, EDUCATION STATE CAPITOL. ROOM 104

A SOCIAL SERVICES COMMITTEE JUNEAU, AK 99901 1182
(907) 4654843 (BO0) 8924843

VICEG-AIR DURING INTERIM
MOUSE JUOICIARY COMMITTEE 118W FOURTH AVE

VEVER ANCHORAGE, AK 99501-2133
LEGISLATIVE BUDGET & AUDIT COMMITTEE Representative Con B unde (907)253-8168
HOUSE SPECIAL COMMUTEE ON OIL A GAS _ _ L
SELECT COMMITTEE ON LEGISLATIVE ETHICS District 18 R*p(M«niMva.Con Bird«OI*9s IUME%S

Sectional Analysis CSHB 302(HES)

VcrsionO-LS 1285/F

”

‘An Act relating to the University of Alaska; and providing for an effective date.

Section 1: Findings and intent

Section 2: Amends AS 14.40 by adding a new section. The new section places certain
requirements for the allocation of appropriations to the University of Alaska.

Section 3: Amends AS 14.40.325 by providing for rcalloceion of appropriations to the
University of Alaska by the University administration.

Section 4: Effective date
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Rep**WedP* Con A

The purpose of HB 302 is to provide equitable funding for each University of Alaska
campus. The University of Alaska is important to the people, the economy, and the future
of our state. The debate over equitably funding each campus needs to be resolved. If it is
not. the needs of our University of Alaska students will not be met adequately now or in

the future.

HB 302 begins to address the question of equitable funding for all University campuses.
This proposed legislation directs the Board of Regents to allocate funds based on

enrollment at each campus.

HB 302 is one way to balance our limited funds and meet the needs of our growing

student population.

lurge the legislature: university officials, students and others who

arc interested to join in this debate and ullimatcl) to resolve the issue of equitable

funding for the University.

SPONSOR STATEMENT



University of Alaska Anchorage

3211 Providence tVivc
Anchorage, Alnb Wh?S.5)62

SAFETY 15Et'ERVBODY'S BLS/.VESS

STUDENTGOVERNMENT
The Union ofStudents n’"or

ofthe University ofAlaska Anchorage

Legislative Position

Numerous State Legislators were elected based u,Pon a platform that endorsed the reduction of the State’s
budget. As Alaskans, we realize that the University of Alaska system is a major re0|3ment of state funds and is
subject to these budgetary requctions. However, as elected representatives of the 13.000 students attending
the ‘University of Alaska ‘Anchorage, we also have some concerns regarding these cuts.

In the past few years, the UA budget has been flat funded, and last year it received a substantial cut. If the
UA system budget continues to receive redyctions, it is the students'who will continue to feel the impact. This
creatés serious Sroblems with the quality of education that your constituents arc currently receiving and will

receive In the future.
Some ways that we arc adversely affected arc:

* An increasing disparity between administrative funding and funding that directly

supports students. . L
* An |nf,reas_|ng dependence on adj nct(y rt-time) instructors.
* A decline Ineducation resources Hlbra y?.

Students Caught in the Budget-Cutting Crossfire

We recognize that there are areas within the UA sg/,stem that arc able to withstand substantial reductions_ by
restructurlnrg], For example, the state-wide university administration operates on a budget ot S45.8 million
per year, which is 250% higher than comBarable universities nationwide (sec Table |). "However, without
adeduate time to restructurg, the bulk of budget shortfalls come from readily available sources-which.
unfortunately, arc _@ose areas that most affect the students, such as course offerings, student services, and

retention of’experienced full-time faculty.

Full-time vs. Adjunct Professors

One area that has been adversely affected by the UA Administration s efforts to reduce coss at the University
of Alaska Anchorage is the ratig of full-time and adjunct (acuity. UAA is currently operating with 64%

adjunct (part time) 8rofessors. We feel that this n(f atlveﬁ affects the qualitg of Insgruction, received by the
students of UAA." Comparable universities normalg attempt to maintain a djl#]nc'[ faculty force of

agproximately 40%. The University of Alaska Fairbanks, in contrast to UAA. has a full-time facult)( rate of
2%, Not onI% do we_fee| that these rates are detrimental to the education of the UAA students, but they are
a major concern In maintaining regional accreditation for UAA (see Table 2)

During the past two years the administration has been utilizing a Retirement Incentive Program &RIP)
P]roggam which encourag,es experienced faculty to retlre,Tl]ls_saves n&oney In the short tefm, but faculty arc
ot being replaced, causing many programs t be negatively impacte

Library Concerns

A library is_ normally the cornerstone of an educational institution _This is not the case at UAA. Students of
the University of Alaska Anchorage (UAA) and Alaska Pacific Universit 8APUI are unable to conduct
rofessional resiarch (?t the UAA Consortium Library because of the lack of funding allocjtcd for the
urchase of hooks ana other resource materials overthe years

\VI'IVISION s*FTHEUNIV fl'-m OfAt STATEWIDE >V '-TIM i»l HIGHER FtH OPTION



funding, there is a problem with available space. The UAA Consortium library is

Even with additional
library funding, there would be no room for the

100** capacity, which means that even with

currently near
these inadequacies of the library since 1973. but

additional resources. Students have been suffering from

very little has been done to address its continued deficiencies. In fact, most professors (and some students)

have larger book collections in their individual fields than the UA A Library.

review process, the UA A Consortium library was cited for an

Furthermore, during the list accreditation
UAA has

insufficient number of volumes for the enrollment supported and a lack of sufficient study space.

been required to submit annual reports to the accreditation review board, but has been unable to show any

real progress in the areas cited because of decreasing financial resources.
be jeopardized. Students arc in desperate need

If these issues are not addressed,
the University of Alaska Anchorage's accreditation status will
of anew library and continued fiscal support devoted to improving the collection and to sustain

accreditation for UA A's educational programs.

Table 1 Administrative Costs of Comparable Universities

Average of Comparable . . University of Alaska Compared
Core Area Universities Plus 28% (Cost of University of Alaska to Comparable Universities
Living)

instruction $88.9 million $73.7 million V& less
FF$es|e,arc8h _ gggg m;I,;on gtré_lo m!II!on g@ Iess
ublic.Service . 8 million 1 million 0 less
Administration $183 million $45.8 m|\l|on 25%)% more

e University of Alaska Anchorage Institutional Research Report

Tabic one shows comparable universities with a 28% cost of living increase to reflect the higher cost of living

in Alaska. Even with this cost of living increase, the UA administration's budget is excessive.

Table 2 Full-time Faculty Rates for Comparable Universities

Faculty Rates Full-time Insuuctors Adjunct\}m,structors %H rence
- 0 more

Comparable Universities :
giairbpnks 13% 14% more

Anchorage 36% 64% 28% less

University of Alaska Anchorage Institutional Research Report

Table two demonstrates the dramatic differences between UA A and comparable universities. Another

interesting feature to note is that the full-time faculty rate of Fairbanks is double that of UA A -indiciting that

this problem is not a UA wide problem, only a UAA concern.



General Appropriations Acl. 75th legislature, Article Hi (EducHion), Special Provision!

See 40 General Academic runtime Funding for general academic institutions will consist of four

formulas and supplemental items

a

Instruction and Operations Formula
funding for faculty salaries, including nursing, departmental operating expense, library, instructional
administration, research enhancement, student services, and institutional support These funds are
distributed on a weighted semester credit hour basis The rate per weighted semester credit hour

for the 1998-9Q biennium is $51 12

Weighting is determined by the following matrix

1
Liberal Arts

Science
Fine .Arts
Teacher Ed
Agriculture
Engineering

Home
Economics

Law

S°cial
Services
17 m.

L. 1?raiy
Science

V'ocational
Training

Physical
Training

Health
Services

Pharmacy

Business
Admin

Optometry"'

Lower
Division

Upper

Division
100 196
153 , 300
185 31
128 136
205 2 54
301 346
58 1
164 184
145 152
145 2.59
| .to 136
2 87 346
4 00 4 64
o 159
4

TEXAS

Masters

3.94

7 17

6 51

3 23

6.64

8 20

4 34

5 80

4 22

6 47

7 55

4 59

546

I he Instruction and Operations Formula shall provide

Special

Doctoral

Professional
12.04
19.29
17 47
9 95
16 37

21 40

10.79 |

| 322

I 92

12 26

15 98
1911 13 43

1391

19 12 700 |



Teacher Ed

. 2 43 2 43
Practice
Technology 199 2 56 6 61
Nursing 4 91 S ?2 6 40 lo 32

b Teaching Experience Supplement Forthe 1998-1999 biennium, an additional weight of 5
percent is added to lower-division and upper-division semester credit hours taught by tenured and
tcnure-track faculty. Beginning in Fiscal Year 1998, the Coordinating Board shall collect data on
non-tenured faculty with a terminal degree in the discipline, appropriate professional certification,
or extensive and recognized accomplishment in the field Furthermore, it is the intent o f the
Legislature that for the 2000-2001 biennium the weight shall be assigned to undergraduate
semester credit hours taught by non-tenured faculty with the appropriate credentials or experience,

and the weight shall increase by 10 percent per biennium, up to 50 percent

¢ Growth Supplement Universities projected by the Coordinating Board to experience growth in
headcount enrollment from fall 1996 to fall 1998 will receive a S1,435 supplement for each
additional student forecasted to enroll during that time period The supplement is based on the
amount ofgeneral revenue funding per student generated by the instruction and operations

formula.

d Infrastructure Support Funding associated with plant-related formulas and utilities shall be
distributed by the infrastructure support formula, which is driven by the predicted square feet for
universities’ educational and general activities produced by the Space Projection Model developed
by the Coordinating Board The portion ofthe formula related to utilities is adjusted to reflect
differences in unit costs for purchased utilities, including electricity, natural gas. and water and

wastewater The average rate per square foot is S7 51

e Supplemental Non-formula Items Institutions shall receive a direct reimbursement as applicable
for staffgroup insurance (other educational and general income portion), workers’ compensation
insurance, unemployment compensation insurance, public education grants. 50 percent o f indirect
research costs recovered on grants, organized activities, system office operations, scholarships,
tuition revenue bond payments, Skiles Act bond payments, and facility lease charges Institutions
may receive an appropriation for special items Revenue derived from board authorized tuition
would still be appropriated to the institutions levying the additional charges Any university losing
funding attributable to the proposed formula changes shall receive "formula transition fiinding" for
implementing the new formula structure for the 1998-1999 biennium

These formulas and supplemental items shall be reviewed and updated by study committees appointed by
the Higher Education Coordinating Board and recommended changes forwarded to the Legislature,
Legislative Budget Board, and Governor’s Office of Budget and Planning by June I, 1998

Return to the Finance Page
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M emo

To: Patricia Swenson
From: Paul Brandt
Subject: Formula Funding

Date: February 6. 1998

Attached is acopy ofthe information sent by Keith Hasselquist of the Idaho State Board of
Education. As | mentioned on the phone, Idaho’s legislature makes a lump sum appropriation to
the board. Subsequent to the appropriation, the board uses a base plus errollment model to
distribute the funds to the state’s universities. The attached information provides both the boards
objectives and methodology in making the appropriation. | hope this information is helpful for
your purposes.

IDAHO



SECTION:

V FINANCIAL AFFAIRS

SLTBSECTION: T Allocation of the Lump Sum Apprt priation fublithcd April W«

T.

ALLOCATION OF HIE LUMP SUM APPROPRIATION

Objective)

a. The funding process should offer n axinv m institutional flexibility to

Mllocal *fund* internally to carry ou roles and missions established by

the Board.

The funding process should be a it aightforward approach whleh can

be used by the Board to express sys em-wlde priorities.

There should be a clear and understandable relationship between
In»htutlonal needs, the system-wide fvndlng request, the legislative

appropriations, the allocation of finds, and the ultimate use of the

funds.

d. The funding process should not pe lalizc institutions as the result of

decisions related to the internal allocation of resources by other

institutions.

Any incentives that the Board uses in the funding process should be

explicit.

f. The funding process should be app led consistently from year to year
so that there can be some level of prtdisability in the allocation as well

as increased confidence in the outcome.

The funding process should encou age cooperative programs among

institutions.

The funding process should be compatible with the Statewide Plan for

Higher Education.

Methodology

The allocation shall consist of the total af the lump sum general account

appropriation and actual land grant endowment receipts. The allocation shall

be made in the following order

a. Each institution shall be allocated its base allocation of the prior year.

An Enrollment Workload Adjustmert shall be applied to the allocation

of each institution. The adjustment shall be calculated as follows:
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Allocation of (he Lump Sum Appropriation
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Poblished April 1T

A thrce-ycar moving aveng c of credit hours multiplied by the
program weights shall be u ed. The thre* (3) years to be used
shall be those which prcccdr the year of the allocation and shall
consist of two (2) years of a lii.il and one (1) year of estim ated

credit boors.

Effective with the Fv 1990 an >CAtiON, credit hours generated from
externally funded sources ar d ContraCtS Sha” be removed erm
this adjustment. credit hoi IS fOr In-Senrice teacher education

shall not be removed.

The total budget base of the institutions shall be multiplied by
0.33 and divided by the tree-year moving average of total
weighted credit hours for  prior year. ThS resultant amount
Per credit hour shall be mult plied oy the chan?e from the prior
hree-year moving average i welgﬁted credit hours for each
Institution to calculate the a( justment », institution.

Program weights are the w« |?ht|ng faCtOTS ap |Ied tO fOUI’ ﬁ'z
categories of instructional IICIp|InCS Wlth Iffel’ent WEIg
factors by category N0 cou MEIEVEl The groups and factors

follow.

Group 1

Physical Education
Law

Letters

Library Sciences
M athem atics
Military Science
Psychology

Social Sciences
Uroup 1l

Area Studies

Business & Management
Information Sciences
Education
Communications

Home Economics

Public A ffairs

Interdisciplinary Studies
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Allocation of the Lump Sum AppntpriaHon
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rubll.htd aprin 1wa

Grout) 111

Agricultural A Natural KeSources
Architecture & Environtnentil Design
Riological Sciences

Computer Sciences

Fine k Applied Arts

Foreign Languages

Physical Sciences

Group rv

EngineerinP _
Health Professions

The weighting factors for th : above categories are as follows:

C (egory
Course Level 1 . m rv
Lower Division 100 Lo 160 xo0
Upper Division uso L90 250 3.50
Graduate 3-50  3J0

Law ' 2.60 -

An addirinnal five percent (f%) emphasis factor is given to the
Primary Emphasis areas at e: ch institution. These areas are:

Boise State University

Business _ _
Social Science (includes Economics)
Public Affairs _
Performing Arts (excluding Art)
Interdisciplinary Studies

ldaho State University
Health Professions

Biological Sciences
Thysical Sciences
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SUBSECTION:
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T

FINANCIAL AFFAIRS
Allocation of the Lamp Sum Applupriilon Published Apr!l m s

University of Idaho

Agriculture
Forestry
Mines
Engineering
Architecture

Law

Foreign Languages
Lewis«CTark State College
Interdisciplinary Studies

Operations and maintenance rjnds (custodial, maintenance, and
utilities) for new, major general «diication capital improvement projects
shall be allocated to affect institut ons.

Decision units above the base sha 1be consistent with the legislative
bud?et request. The allocation of 1) ese decision units to the institutions
shall be hased on the Rroportlona.te share of each institution in the total
budget request for these decision units applied to the increase i»
appropriations ahove the base cxd uding special allocations.

The Board may also allocate funds “or special activities or projects at the
discretion of the Board.

V 50
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State Funding Formulas for

Public Four-vear Institutions

The use of state funding foimulas or guidelines for public higher education will reach the
half-century mark in the 1990s. Despite the long history of use. controversy has surrounded state
funding formulas for higher education since their inception. Likely, the only point upon which
experts would agree is that there is no perfect formula. In fact, one observer has noted that
"formula budgeting, in the abstract, is neither good or bad, but there are good formulas and bad
formulas" (Caruthers 1989). Twenty years ago. some experts even were questioning whether
formula usage was dead (Moss and Gaither 1976) Like Mark Twain, reports of its death were
a little premature Funding formula usage for public, four-year institutions may not be dead:
however, the question remains: have funding formulas for four-year, public colleges and
universities fulfilled their promise of identifying an adequate and predictable resource base and
distributing those resources equitably?

Originally envisioned as simply a means to distribute public funds in a rational and
equiiable manner, funding formulas have evolved over tunc into complicated methodologies for
allocating public funds. Although funding formulas provide some raticnaic and continuity in
allocating stale funds for higher education, formulas are designed and utilized for many purposes,
including measurement of productivity While the genesis of funding formulas may he in rational
public policy (ornuilation. the outcome mav rot Formulas are products of political processes,

which implies that formulas result from compromise

Formulas are used in almost every stare in the allocation of state funds to elementary and
secondary school districts The stated public policy goal has been to attain equity in the

distribution of funds through improvements in funding formulas. Federal and state courts have



presented many decisions on the equity and adequacy of elementary and secondary funding
formulas, and relatively sophisticated analyses of elemcntary*sccondaiy education funding
formulas have been completed

In contrasr. the goal of equality of cducauonal opportunity through equalized funding nas
not been accepted in higher education, and treatments of higher education formulas are largely
descriptive in nature. Issues of student and taxpayer equity arc not addressed often in the
literature of higher education finance, and certainly are not driving forces in state funding
formulas despite the federal government's intervention by litigation in several states (McKeown
1989). AIll but one of the states against which the Office of Civil Rights has filed suit in higher
education are (or were) formula stales, some have argued (hat. in these states, funding formulas
may serve to perpetuate past inequities that existed among previously segregated institutions of
liighei education (McKcown 1986).

The use of funding formulas or guidelines in ihc resource allocation or budgeung process
varies from state to state. In some states, the higher education coordinating or governing board
may use formulas as a means of recommending to the legislature and governor the resources for
each campus. In other states, the legislative or executive budget offices may use formulas to
make their recommendations on tundmg t IcKcown and Layzell 1994) Some states use
formulas to determine the allocation of resources to each campus, given available funding.
Although this latter use has been defined by some to be the only "true" formula funding, for
purposes of this paper, states will be counted as using formulas if a formula or guideline is used
at any point in the resource allocation process.

Development of an optimal, or best, formula is complex because there are differences in
institutional missions and in the capacities of institutions lo perform thtir missions. These

differences do not negate the value of formulas but suggest that formulas can be used lo provide



a fiscal base to which (or from which) funding can be added (or subtracted), if justified.
Formulas typically art considered to be enrollmenr driven, since they are based on credit hours,
students, or faculty members, which makes it relatively easy to evaluate change If additional
funds are justified, then formulas can provide the basis to target supplemental funding. Because
formulas may be enroliment driven, when enrollments are steady or decline, funding may
decrease. This aspect of formula use brought formulas under attack in several states when several
institutions experienced declines in enrollment.

Debates over formulas because of declining enroliments and over the equitable distribution
of resources to public institutions of higher education caused several states to critically examine
methods used to recommend ot distribute funding to public colleges and universities. When
enrollments decline or remain constant, methoJs are sought that will provide additional resources.
Development of new programs and services to meet the varied needs of a changing clientele may
require different configurations of resources in addition to different programs. The student of
the 21st century likely will have not only different non-instructional needs but also different
preferences for instructional programs.

The student in the new century may be (aught by alternative instructional delivery methods,
which require a sluft in the paradigm on funding.  The trend in tins direction is developing a*
more and more universities offer courses ihrough telecommunications technology In December
1995. the Western Governors' Conference announced a joint “virtual university" whose funding
(and delivery of courses by telecommunications technology) would be shared by the western
States (Bass 1995) Since the pnmary user states for the virtual university arc formula states,
funding for this university will icquire a shift in formulas, at least, and perhaps lead to the
development of new methods of funding.

To accomplish the purpose of providing an equitable distribution of available state resources.

3



a majority of states have used funding formulas in budget development or in resource allocation
tu public higher education institutions. A formula is a mathematical representation of the amount
of resources or expenditures for an institution as a whole or for a program at the institution
(Boutwcll 1973). Programs in this context refer to those categories into which expenditures are
placed, as defined by the National Association of College and University Business Officers
(NACUBO): instruction, institutional support, research, operation and maintenance of plant,
public service, scholarships and fellowships, academic support, auxiliary enterprises, student

services, and hospitals.

Many states provide funding for higher education based on ihese functional or budget
programs, with the exception of auxiliary enterprises, and hospitals. These two areas usually are
not funded by the state, and are not included in what are called "educational and general
expenditures"” (E&G). E&G expenditures are those that result from expenditures for the three
basic missions of colleges and universities: instruction, research, and public service. Funding for
the remaining categories may be based on formulas in the determination of the total resource
allocation to the institution.

In most states, however, total institutional needs are not determined by a formula
mechanism. Additions are made to the formula amounts to recogmre special needs or special
missions. Similarly, given political structures and competition for funds from other state
agencies, the amount determined by a formula calculation may be reduced to conform to total

funds available.



FORMULA DEVELOPMENT

Formulas have been considered the offspring of necessity (Gross 1979). The development
of an objective, systematic method of dealing with the funding of many diverse institutions that
served differing constituencies prompted many states to investigate and subsequently to begin
using formulas (Miller 1964). Prior to 1946. institutions of higher education served a limited and
fairly homogenous clientele. After World War II, enroliments jumped and each state had a
variety of liberal arts colleges. land-grant colleges, teacher training colleges, and technical schools
to meet the needs of its citizens.

As the scope and mission of the campuses increased and changed (i.e.. teachers colleges
becoming regional universities), so did the complexity of distributing resources equitably among
competing campuses.  Unfortunately, state resources did not keep pace with expanding
enroliments and the competition for state funds became greater. Because no two campuses arc
ever alike, methods were sought to allocate available funds in an objective manner, to provide
suffeient justification for addilio sal resources to satisfy state legislators, tod to facilitate inter-
insuiutional comparisons.

The desire for cquitv was a prime factor in the development of funding formulas, but other
factors served as catalysts: the desire to determine an "adequate” level of funding; institutional
needs to gam stability and predictability in funding levels; and increased professionalism among
college and university business officers (Miller 1964). The objective of equity in the distribution
of state resources is to provide state appropriations to each campus according to us needs. To
achieve an equitable distribution of funds required a distribution formula that recognized

differences in size, clients, loc-tion, and the mission of the college (Millett 1974).



The concept of "adequacy" is more difficult to operation”izc in the distribution of
resources What might be considered adequate for the basic operation of one campus would be
considered inadequate foi a campus offering similar programs but having a different client base.
Indeed, the concept of adequacy has created operational problems in the distribution of funds to
elementary and secondary education, where the definition of "need" is much more refined.

Texas was die first state to use funding formulas for higher education. By 1950 California.
Indiana and Oklahoma also used funding formulas or cost analysis procedures in the budgeting
or resource allocations process (Gross 1979). In 1964 sixteen states — Alabama. California,
Colorado. Florida. Georgia. Indiana. Kentucky. Mississippi. New Mexico. New York. North
Carolina. Ohio. Oregon. Tennessee. Washington, and Wisconsin — were identified as using
formulas at some point in the allocation process (Miller 1964). By 1973 the number had
increased to 25 states (Gross 1973). and increased to 33 by 1992 (McKeown and Layzcll 1994).

Formulas evolved over a long pcnod of time and contributed to a series of compromises
between institutions, state coordinating agencies, and state budget officials. For example,
institutions sought autonomy, while state coordinating or governing boards and budget officials
sought adequate information to enable control over resources. Formula development involves
iradeoffs and compromises between accountability and autonomy.

The trend in formula development in manv states involves refinement of procedures, greater
detail and reliability in the collection and analysis of information, and improvement in the
differentiation between programs and activities Some states appear to have used different
methods to develop formulas. For example. Alabama adapted the formulas used by Texas to the
particular circumstances of Alabama, and continues to modify the formulas to reflect
circumstances specific to Alabama, and to incorporate judicial interventions. Adaptation rather

ihan development of a new formula appears to be the preferred method because of the time and



cost required to do a good cost study. Accounung procedures are not refined enough in some
states to permit the calculation of costs differentiated by academic discipline and level of student,
and to separate professorial time into the multiple work products generated by carrying out the
university's three main missions: teaching, research, and service. States continue to adapt
formulas from other states because methods that work in one state may work equally well in
another at considerable savings of time and resources.

Many formulas have been based on simple least*squares regression analysis or the
determination of an "average cost" for providing a particular type of service. Others have been
based on staffing ratios and external determinations of "standard costs." The key to the process
seems to be the isolation or identification of variables or factors that are directly related to actual
program costs (Anderrs 1985b). Isolation of variables that are detailed, reliable, not susceptible
to manipulation by a campus, and sufficiently differentiated to recognize deferences in role and
missions requires collection of myriad amounts of data. Data must be collected and analyzed in
an unbiased manner that does not raise questions of preferential treatment for one i ampus or
sector. For this reason, statewide boards or other state agencies have been given responsibility
for formula development.

For a formula to be effective, several criteria should be met (Miller 1964):

1. Formula development should be flexible.

2 Formulas should be used for budget development, not budget control
3. Formulas should be relate™ to quantifiable factors.

4. Data should be consistent among institutions

5. Normative data should reflect local and national trends.

6 The formula should be useful to institutions, boards, other state agencies, and the legislature.



Formula Advantages and Disadvantages
States use funding formulas for a variety of reasons, including these advantages among the
reasons for use:
1 Formulas provide an objective method to determine institutional needs equitably.
2. Formulas reduce political competition and lobbying by the instimtions
3. Formulas provide state officials with n reasonably simple and understandable basis for

measuring expenditures and revenue needs of campuses, and determining the adequacy of

support.
4. Formulas enable institutions to project needs on a limelv basis
5. Formulas represent a reasonable compromise between public accountability and institutional

autonomy (Millett 1974)

6. Formulas case comparisons between institutions.
7. Formulas permit policymakers to focus on basic policy questions.
8. Formulas promote efficiency in institutional . peration

State funding formulas also can provide for equity among institutions depending on how the
formulas are constructed. Two types of equity achieved through formula use axe horizontal
equity and vertical equity. Horizontal equity is defined as the equal treatment of equals while
vertical equity is defined as the unequal treatment of uncquals. An example of an horizontal
equity elemen* is a formula that provides a fixed dollar amount for one credit hour cf lower
division English instruction, no matter where the class is taught Texas and Alabama use tlus
type of element in their instruction funding formulas. An example of a vertical equity clement
in a formula would be the allowance of S2.80 per gross square foot (GSF) of space for

maintenance of a frame building, but S3.20 per GSF for maintenance o 'a brick building.



On the other hand, formulas do have shortcomings, and there have been many heated
debates over whether the advantages of formulas outweigh the down side of use. Some
disadvantages of funding formulas arc the following:

1. Formulas may be used to reduce all academic programs to a common level of mediocrity
by funding each one the same, since quantitative measures can not assess the quality of d
program.

2. Formulas may reduce incentives for institutions to seek outside funding.

3.  Formulas may perpetuate inequities in funding that existed before the advent of the formula
since formulas may rely on historical cost data (Millctt 1974).

4. Enrollment driven formulas may be inadequate to meet the needs of changing client bases
or new program initiatives (Halstead 1974).

5.  Formulas cannot serve as substitutes for public policy decisions (Miller 1964).

6. Formulas arc only as accurate as the data on which the formula is based.

7. Formulas may not provide adequate differentiation among institutions.

8. Formulas arc linear in nature and may not account for sudden shifts in enrollments and costs

(Boutwell 1973).

Formula Approaches
Formulas leflect one of two com putational approaches: the all-inclusive approach, Where the
total entitlement or allocation for the program area is determined by one calculation: and the

itemized approach, where more than one calculation or formula is used in each budget area.

Most Stares USE the latter



Computational Methods

Thtcc computational methods have been identified under which e\cry formula calculation
can be classified. (1) rate per base factor unit (RPBF); (2) percentage of base factor (PBF); and
(3) base factor-position ratio wiih salary rates (BF - PR/SR) (Moss and Gaither 1976), The rate
per base factor method starts with an estimate of a given base, such as credit hours or full-time
equivalent students (FTES), and then multiplies that base by a specific unit rate. Unit rates
generally have been determined previously by cost studies, and can be differentiated by
discipline, level, and type of institution.

PBF assumes that there is a specific relationship between a certain base factor like faculty
salaries and other areas like departmental support services. The PBF method can be differ-
entiated by applying a varying percent to levels of instruction or rype of institution (Miller 196-1),
but this is unusual. Reportedly. PBF was developed because of the perception that all support
services are related to instruction, the primary mission of a college or university (Boling 1961).

BF-PR/SR is based on a predetermined optimum ratio between a base factor and the number
of personnel, for example, ratios such as student/faculty and credit hours per faculty member ar
used. The resulting number of faculty positions determined at each salary level then is multiplied
by the salary rate for that level, and the amounts totaled to give a total budget requirement. BF-
PR/SR also is used commonly in plant maintenance, and is the most complex of the

computational methods.

Bas«* Factors

Base factors used in most formulas can be classified into five categories: (1) head count;
(2) number of positions: (3) square footage or acreage; (4) FTES: and (5) credit hours. Square
footage or acreage is used must often in operation and maintenance of plant, while credit hours.
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FTES. or portions are the most prevalent bases in the instruction, academic support, and
institutional support areas. Head count is used as the base unit in student services and

scholarships and fellowships.

Differentiation

Formulas may differentiate among academic disciplines (such as education, sciences, and
architecture), levels of enrollment (freshman and sophomore (called lower division), junior and
senior (called upper division), masters, and doctoral), and types of institutions (community
colleges, baccalaureate institutions, and research universities). Recently, some states like
Kentucky and Alabama have introduced differentiation for historically black institutions as an
institutional type.

States found it necessary to introduce factors that differentiate among institutions in funding
formulas because each institution, if examined closely enough, is different and has a different
mission and mix of program offerings. Differentiation is used lo recognize that there are
legitimate reasons for costs to vary, including economies and diseconomies of scale, method of
instruction, and class size. Differentiation became more prevalent and more complex as
accounting and costing methods improved and reliable cost data became available.
Differentiation is especially commonplace in fonr.ulas used to calculate funding requirements for
the instruction program area. All of the states using formulas for instruction differentiate by
discipline, institutional type, or level of enrollment Only a few formulas in other budget areas

differentiate by these three lypes of factor.
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FTES. or poutions .tic the most prevalent bases in (he instruction, academic support, and
institutional support areas. Head count is used as the base unit in student services and

scholarships and fellowships

Differentiation

Formulas may differentiate among academic disciplines (such as education, sciences, and
architecture), levels of enrollment (freshman and sophomore (called lower division), junior and
senior (called upper division), masters, and doctoral), and types of institutions (community
colleges, baccalaureate institutions, and research universities). Recently, some states like
Kentucky and Alabama have int oducrd differentiation for historically black institutions as an
institutional type.

States found it neces / to introduce factors that differentiate among institutions in funding
formulas because each i ution. if examined closely enough, is different and has a different
mission and mix of program offerings. Differentiation is used to recognlre that there are
legitimate reasons for costs to vary, including economics and diseconomies of scale, method of
instruction, and class sire. Differentiation became more prevalent and more complex as
accounting and costing metheds improved and reliable cost data became available.
Differentiation is rspeciall) commonplace in formulas used to calculate funding requirements for
the instruction program area All of the states using formulas for instruction diffcrcnuate by
discipline, institutional tspe. or level of erroilmcni  Only a few formulas in other budget areas

differentiate by these three types of factor



FORMULA USE BY THE STATES

In 1996. 30 states reportlthat tlicy are using funding formulas in the budget or resource
allocation process for four-year public institutions Twenty states indicate that they are in the
process of revising cuacnt formulas or adopimg new formulas. The number of states employing
formulas changes from year to year, since states continually adopt, modify, and drop formulas
and since what one person may consider a fonrla may be called by another name by another
person (Mcisingcr 1976). For example. Louisiana typically is identified as a formula state
although the person responding to the survey used to collect data for this chapter indicated
Louisiana was not using formulas in 1996 States identified as using funding formulas, peers,
or quality/outcome measures for four-year public higher education institutions in 1996 are listed
sn Table | and shown in Figure 1

Although all the southern states except Nonh Carolina have used funding formulas over the
past twenty years, and have been leaders in formula development and innovation, that picture
has changed somewhat since 1992. Virginia and Arkansas completely dropped the use of
formulas in the resource allocation or budgeting process, and most of the other southern states
have modified their formulas since 1992. Of the 13 western states, all except Washington.
Hawaii. Wyoming and Alaska used formulas, while eight of the thirteen midwestern states and
two of the ten northeastern states used formulas California has a formula, but has suspended

distribution of resources during the current budgetary crisis

1Dim «nc otaainrd from » lunty of exh ttt MtH O <kne>

12



