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teach us to learn things we haven't learned before. This bill is bad,
because education will suffer.
|f they care about our education they shouldn’t let this bill pass. If
it passes the hilingual program will be cut, drop out rate wiil rise and
education will suffer,
Sincerely,
CifvaAftiL o tjIM & c;
Cherie isaac
P.O. Box 135
Kasigluk, Alaska
99609
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To Whom i t May Concern, 3-25-98

Wagq hellol I'm Charlotte Charles from Kasigluk. This is a good place
for natives to be living. All of my siblings had got their education from
this village and so w11 my younger brother and I. This is our home and we
don't want anything to change that. Senate Bill 36 will affect the way we
are living; Sports willbe closed dcwn, it wiIltrouble our community, and
our bilingual education will be cut down.

Many of our athletes are worried about the sports being closed when
SB 36is passed. Basketball is the most popular sport in the LKSD, and i f
SB 36 is passed itwill have to be closed down due to the loss of money.
Basketball keeps the students in school! There are other sports, too, that
make them stay in school. They know if they don't come to school-they
won't be eligible to play and to travel. This Is one reason why we don't
want SB 36 to be passed.

When we heard about the SB 36, many of the natives (including
others) were hurt and had affected the community. Why do we need to
move to a higger school? And here we hear some people complaining about
having a lot of children in big cities that go to school. This will break
many hearts forever!

| SB 36 passes, our bilingual education would have to be cut down.
The little kids that are just beginning to have school would probably lose
their culture and their language. We, all of us, don’t want to see that
happen. Many natives disagree with SB 36 because we are afraid we'll
lose our Yuplk culture and language. Wouldn't you be hurt too if this
happened to you? Just think about 11and how it would affect you if this

had to do with you.
We hope that SB 36 will not be passed hecause everything would be
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messed up and we don’twant to le tthat happen. Why take the money away
from the LKSD? Why don’t they find it somewhere else? Less students
would come to school because sports were closed down, it would affect
the community, and the younger students wouldn’t get to have bilingual
educationwhichwillhurtmanyoftheeldersinourcommunity. | hope this
has helped you to choose nottolet SB 368 passed.

Sincerely,

C hcufs$&r

Charlotte Charles
PO. Box 18
Kasigluk, Ak 99609

(w-r) <07 -(pans
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To Whom it May Concern, 3-26-98

Hi. My name is Tatiana Nicholas from Kasigluk. 1 am in 9'th grade. |
was born here, have lived here sixteen years and | am having school here.
Kasigluk is a nice place to live and people love it here. SB 36 is had
because it will affect the community, some students will drop out, and
our culture would be in trouble.

SB 36is bad because so much money will be lost that sports wil I be
cut and we students will not be able to travel. Some students, including
me, would drop out if that happened. If we students move to another
village our grades will become bad. That’s why we don’t want to move to
another village. Dropping out would be more likely.

SB 36 Is bad because it will affect the community. The education of
people will be gone and that will hurt the community. People will not be
able to get jobs without education.

SB 36 is had hecause some of the students will not have bilingual
education, they wil I'not learn how to write or speak in Yup'ik and wi ILnot
learn our YL'p'ik history. If Eskino Dancing is cut we will have loss of
culture and we don't want that to happen We will have low self-esteem
we will feel bad, and we will be dumb.

Being a student is better then dropping out and to learning ngthing.

You don’t want usto drop out don’tyou?
Sincerely

Cfcfc/m (~cholas)

Tatiana Nicholas
Box 66 Kasigluk AK, 99609
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Members of the Hess Committee: Rep. Bunde, Rep. Dyson, Rep. Brice, Rep. Joe Green,
Rep. Porter, Rep. Vezey, Rep. Kemplem:

We are writing to present our comments on the SB36. We are asking you not to support,
.this bill because it creates winners and losers In our state and does not address the real issue
of funding for our schools. The bill would devastate Southeast Island School District and
the many families that our struggling to survive in Southeast Alaska. The portion of the bill
that does not allow for a transition period during the October count would devastate our
district financially as well as other districts. If we staff a school and commit District money
in April and have fewer students at the October count that school might have to be shut
down. Teachers would have to be placed else where and students would all of a sudden j
have NO SCHOOC TO ATTEND. Itis only fair to allow parents, communities and the :!
district some time for closing schools and opening up new opportunities for those students.
Please give us all the help you can in keeping our schools open and vita! and vote against

SB 36.

toward Valentine School ASC
Coffman Cove, AK

Dec Dee Jeffreys, ASC Member S
Judith Jones, Principal/Teacher

Jim Baker, Teach'r

Alyson Baker, Tueher

0128628 'ON XW HO5 3NIINSTM H EMI G3M86-1
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Andy Dumy
Box 90
Nulato AK 99765

Representative Con Bunde

House Education and Social Services Committee
Slate Capitol

Juneau AK 99801

April 1, 1998
RE: Senate Bill 36

Dear Representative Bunde,

Tam writing to express my views on Senate Bill 36 regarding the redistribution of
funds for education. | would like my letter to be included in the record of public

testimony.

1have lived in Nulato since 1971.1 have 3 daughters in the local school here
I wus on the local Community School Committee from the mid 1970’s to early 90°s

and am currently on the CSC again.

I am opposed to Senate Bill 36 | believe this bill tries to reduce the problem of
education funding to a very simplistic and unfair formula, Furthermore, 1believe that
Senate Bill 36 is a very divisive piece of proposed legislation which intentionally
pits urban and rural residents against one another.

1 have listened to public testimony in a previous teleconference on Senate Bill 36.

1 have discussed this bill with urban and rural residents, and 1have read numerous
articles and letters regarding this proposed legislation. 1do not believe ihul the people

of Alaska support this bill. Over and over, people arc telling the legislators that the
solution to our education funding problem is to provide more money for education.

For more than 10 years, there has been no increase in education funding, despite increases

in enrollment and costs.

1believe that one ofthe functions of government isto provide adequate public
education. Alaska has a diverse population, living in very diverse locations and
conditions, and with very diverse needs. It does an injustice to all the hard-working
people of Alaska to base education iunding on an overly-simplified formula and on
misconceptions, especially misconceptions which state or imply that rural schools
are not contributing to education and are taking money unfairly from urban schools.
Even worse, the proposed Senate Bill 36 does an injustice to the students of Alaska,
the young people who arc supposed to be our future leaders.
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Educators in urban and rural schools alike say that more funding is needed for our
schools. Yet, the legislature is unwilling to provide such funding, instead criticizing
our schools, and blaming one section of the population foir taking more than it’s share.
How can we deny funding for education when wc can pay over $1,000.00 to every
man, woman and child who has been a resident for 9nionilhs? Why can’t wc put a
cap on the permanent fund ar/d place the balance into an education endowment? Or
why can’t we have a statewide school tax, or sales tax, or state income tax?

Rural residents are “accused” of not contributing their “lair share*’, what about
the thousands of dollars our community contributes to school and student activities
each year through local fund-raisers? We may not have a property tax, but it doesn't
mean wc are parasites cither. And what about all the out-olf-state seasonal workers
who come to Alaska every year and take money out of the state without putting
anything back in? What about all the urban engineers, contractors, equipment operators,
plumbers, electricians, and laborer's who conic out to rural Alaska each summer to
to work on rural projects - generally at much higher rates of pay than the local workers
and generally with all living expenses paid - and then leave at the end of the project
without "paying their fair share” to the local economy?

The schools, the economy, the population, the politics and the needs of Alaskans
differ greatly from one part of the slate to another. It’s wrong to think that our schools
and our students can be reduced to single common denominator that fits the notions of
people who have never even lived in the remote and rural areas. Certainly, there is a vast
difference between the school facilities provided to most rural students and those
provided to most urban students. It is unfair and wrong for the majority to ignore or
overlook the needs ofthe minority, no matter what the motivation

1realize that we need to reduce state spending, and that we need to improve
our schools, on the other hand, I believe that the proposals set forth in Senate Bill
36 are the wrong way to reduce spending or to make improvements. SB36 is based
on incomplete information, on preconceived notions, and on a biased report (the
McDowell study): it isa bad bill and should not be passed The Stale of Alaska has
the resources to provide adequate and quality education to all students: we can come up
with a better solution than SB36.

Thank you for your consideration

cc. Rep. Irene Nicholia
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April 1,1IWK

To: Housr HESS Representatives:

ree
Nnae
Vcley
Dyson
Porter
Brice
Kcmplen

hax 453871
Dear Representatives:

Regarding the Senate Bill 36. | may not have children of my own but | do have nieces and nephews.
The point is 1carc about their education but 1am not about to pay a 3% tax supporting the school system in
rural areas while this bill reallocates J32m of die rural funds to the urban school system. (There* ared flag

in the air)

During my school years in a rural village, wc had no access to music, shop or home economic
classes. 1am seeing the same dilemma today. You might be thinking Mwell why didn’t he go to a boarding
school or an urban school”. Well | did. Getting into all tbc trouble a teenager endures during his enthusiastic
years; you can’t blame him. Well 1thought 1 might have half the chance of finisliiog if 1went back home. |
finished and obtained a diploma and | still feel cheated because | was not prepared for college when 1
entered; maybe because our school system was not up to the standards of urban areas then and today

But if | had gone and attended an urban school system. WOW! They’ve got all the music teachers,
shop instructors, home economics, small engines, etc

As a result, the one benefit of learning at home is that | have retained my culmra! lifestyle and | am
working for die community today.

[f you want to re-allocate the funding from rural to urban school districts; don't dig into my picket
doing it Thank you.

Respectfully submitted

Sincerely,

james Nathaniel Jr.
Environmental Coordinator

O BOX 6- (HATIKYITMK At ASKA » 9HR
phonp sir oiat/»in ¢ rAX sro-rdo
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TESTIMONY ~ AGAINST  CSSB36

In attempting to delve through the intricacies and complexities of this bill, many
guestions presented themselves. The first incongruity appeared in the explanation of
the purpose of this bill, where it is stated that It would allow for an equitable
level of educational opportunities for those students attending the public
echoes of the state. There is nothing more important than the children of Alaska,
ALL Alaska, NOT just the large urban areas which already reap the benefits of cit
and state programs that enrich, enable and enhance the city residents. 3é

ES NST represent a responsible approach to educating Alaskan children' A
broader and more equitable commitment is called for The argument is oft given that
we of the rural and bush areas of the state have chosen our places of residence,
lifestyles and hardships. On one hand that is correct, but financial circumstances have
also dictated some of those choices. For those of us who chose to remain in the
communities of our heritage, or who sought the quieter, "self-made" existences in rural
Alaska as pioneers, we also voluntarily accepted the hardships and reduction of
services that throughout this state’s history have led the way to eventual urban
development, oil, natural gas, mining and the development of other natural resources
that have increased the wealth and prosperity of the urban areas and the state as a
whole. Isn’t it funny that this prosperity failed to enrich many of those who were most
responsible. | just happen to have resided in the Delta-Greely REAA since 1977 and
mushed out to work daily from a home | built on a farm with NO road access. You all
seem to be assuring us "ruralites" that this bill does not provide for urban on the backs
of rural. CSSB_36 does just that! When was the last time an urban resident CHOSE
to have |NADEQUATE or UNSAFE housing, sanitation, or schooling, even for a
weekend or back-to-nature adventure. Rural Alaskan children, families and
educational employees live with those "handicaps” on a daily basis. You and your
McDowell Report claim that we ruralites and REAA's have not ﬁA|D our share, yet you
and your report neglect to show the PL874 monies that having a military installation
and it's inhabitants as a part of our school district have enabled us to return directly to
your coffers (90% of the total received), or the revenue (via taxes) that we never took
eventhough the oil pipeline runs directly through the middle of our community!

Page 15, line 10 « Allows REAA school boards to request that the legislature
incorporate their region as a municipality. Year after year | hear you, the legislators
espousing from a platform of less government and more local involvement and
control, particularly when it relates to our schools and our communities, so where is
that belief supported by CSSB 36? ' his community has revisited the issue of taxes
year after year and the residents have unanimously voted it downl| That should
remain our choice. NOT a mandate from the state! We have build our community to
represent our social, economic, and religious norms and mores The imminent
realignment of Ft G'eely, our largest local employer, has begun to, and will continue to
have devastating effects on our community. We have been struggling to raise
ourselves from the mire of economic chaos and personal repercussions to our jobs,
families, businesses, and institutions We have only received a shadow of the
promises of state help, yet we struggle on Our community's second largest employer
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has been the local school district and your inability to adequately fund education has
diminished those hours, benefits and jobs already. Now through this LL, you
intend to eradicate our district, melding it. under the auspices of CONSOL|DAT|6N
and EQU|TY with Alaska Gateway When | attended school, we were taught that the
benefits of our fight for democracy ended the dictates and mandates of a totalitarian
governmentl

lhave given my best efforts to the children of the Delta-G'eely School District in
the past 19 years as an educational support employee.  You agree that, "it takes a
vilage {community) to raise a child, you emphasize the importance of , “building
bridges between communities and schools". We are the bridges! As the educational
support staff, we live in our communities for the duration, we are the parents,
grandparents, employees, and school board members! We are the backbone of
education, communication, and politics in our communities. Even with 3 below cost-
of living increases in the past eight years, my dedication and expertise in my field have
rewarded me with a gross annual wage flat decrease of $3,500.00, (15%)'! My
scenario is the same across rural Alaska, yet you tell us , 'that we don't pay our

. n ]
share"? If we're talking FAIR SHARE , why not compare the school to-schoot,
urban-to-rural. curriculum, extra and co-curricular activities, and those benefits we
sweated to provide through ingenious, and creative grant writing

The legislature's inability to fully fund education has diminished our education
programs year-after-year On one hand you inundate us with the need for teacher,
school and student standards and accountability, whiie on mu omer hand, you
diminish our ability to achieve those standards. It seems rather sadistic to mel The
instructional program cannot continue to be cut while expecting to accomplish its
education mission! One would think that the adoption of student standards would go
hand-in-hand with an INCREASE in funding for the state's gifted and talented
programs and ‘jilingual education, silly me The 4.5% al located for gifted and
talented is based on an outdated "guess", and again does not take into account the
increases necessary due to the "improvements" in education derived from your
improved student and teacher standards. Once again the legislative "left hand" fails
to keep time with its "right hand"!

The Alaska Constitution requires that the Legislature establish and maintain a
system of PUBLIC It doesn't reference just urban schools, or those
with the larger VOTING population. | have already explained Deita's current and
future economic state of disaster. What happens when we are not able to fund
education with the $1, 607,38900 less that YOU intend tu graciously besiuw upur
iok and us io SHARE' Where have you calculated the costs of subsequent long-
term litigation?

CSSB 361s RURAL GENOCIDE!! piease DO NOT sacrifice our children
and their education for the VOTES of the masses!

Jackie Nelson-Lizardi

President, DGESPA

HC 60 Box 4180

Delta Jet., AK 99737

(907) 895-4217 fax (907) 895*4278



Hughes Tribal Council
Hut'odleekkaakk’et Tribe
P.O. Box 45029
Hughes, Alaska 99745
Ph. (907) 889-2239(35)
Pax (907) 889-2252

Members of House Hess:
Representative Green
Representative Bundle
Representative Vczey
Representative Dyson
Representative Porter
Representative Brice
Representative Kemplen
Fax Number (907) 456-3871

Esteemed House Members:

Thid village is in opposition of SB 36. Our school is important to us, and we feel
that legislation is taking our much needed funding. We don’t think that it’s fair to change
the funding formula, which the Supreme Court deemed fair in Matanuska-Susitna
Borough vs. State o fAlaska.

The base foundation unit formula hasn’t been changed for ten years, going up
only $1,000.00 in value since 1988. Woc leel that taking money from rural schools to
increase the urban school funding is wrong! Increasing the unit value from $61,000.00 to
a higher figure, to cover inflation rates for both urban and rural school districts is
preferable to SB 36’s funding recommendations, because when the McDowell Group did
the study to come up with this plan, they failed to factor in the higher cost of living in

rural areas.

Maintenance and operating costs are not high enough priority with SB 36
requiring 70% of the funding be spent on instruction. Please listen to our appeal to deal
fairly in this issue, instead oftaking from the rural schools and giving to the urban

schools! Wc demand fair treatment!

Sincerely,
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Hughes Tribal Council
Hut’odleekkaakk’et Tribe
P.O. Sox 45029
Hughes, Alaska 99745
Ph. (907) 889-2239(35)
Fpx (907) 889-2252

Page 2: Members of House Hess, signatures
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APRIL 1, 1998

RE: OPPOSITION TO SB 36

Chair: HESS Committe,

This letter is to oppose passage of SB 36. Aside from the equity questions involved in
passing such a biii it is important io consider viiiage wide ramifications of depriving
rural Alaskan children a quality education. Our rural communities are already
struggling with cash shortages and to cut into education funds only places more
negative pressure on the viilage society.

SB 36 has potential to divide the various races of people in Alaska into racial groups
where minorities in Rural Alaska lose the educational tools to becoming effective
citizens in our society. This is the first step where the rich get richer and the poor get

poorer.

| would recommend that our legislators look at other options this year before changing
the funding formulas to solve budget issues and political party differences.

Thank-You for your time and consideration.

Sincerely,

Don Bremner
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ALASKA STATE LEGISLATURE
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Departemenl of Education
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
FAX (907; 465-2029
Mail Stop 3101

130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

MEMORANDUM March 10, 1998
SUBJECT: Public school funding - (CSSB 36(FIN)) (Version "R")
TO: Senator John Tjrgerson

FROM: Michael F. Ford

Legislative Counsel

You have asked if CSSB 36(FIN), version "R", raises any constitutional issues. |believe
the bill as written does not violate the state or federal constitutions.

Under Article VII, sec. 1, ofthe Alaska Constitution the legislature is required to "establish
and maintain" a system ofpublic schools. However, in creating the public school system the
legislature has broad authority. Recently, the Alaska Supreme Court rejected a court
challenge to the existing system for funding public schools and also described the authority
ofthe legislature in creating apublic school system. In Matanuska-Susitna Bor, v. State 931
P.2d 391 (AK 1997), the court indicated that the legislature has wide latitude "in furthering
public policy objectives even when the means chosen may happen to have severely disparate
impacts on certain classes of taxpayers." In that case the court rejected an equal protection
challenge based on the fact that the law required a local contribution from some school
districts but not others. The court found that all that is required to pass constitutional review
is that there must be a "fair and substantial relationship” between the means chosen and the
ends achie’ id. Also a greater degree of over or under inclusiveness is tolerated in this
situation because the interests involved (tax equality) are at the low end of the scale of

protected interests.

In short, the legislature has broad latitude to fashion a public school funding plan and that
plan can tax different areas of the state at different levels or in different ways.

You have also asked if CSSB 36(FIN) violates any civil rights. | do not believe that it does.
Under 42 U.S.C. 2002 (The Civil Rights Act of 1964), discrimination on the basis ofrace,
color, or national origin is prohibited. | do not think that the provisions of CSSB 36(FIN)
discriminate on a race, color, or national origin basis. The only case in this state that | am
aware of in which civil rights were alleged to be violated by the state's public school
program was Tobeluk v. Lind. 589 P.2d 873 (Alaska 1979). In that case the complaint
concerned the failure of the state to provide schools in rural areas and one o f the issues raised
was an allegation of racial discrimination in violation 0f4.2 U.S.C. 2000d. However, the



Senator John Torgerson
March 10, 1998
Page 2

state settled that case without reaching the merits ofthe claimed discrimination. In the more
recent Matanuska case, the claims involved allegations that the existing funding formula
violated of the state equal protection clause, but that case did not raise civil rights violations.
The present funding formula in CSSB 36(FIN) does not allocate fundr, on the basis ofrace,
color, or national origin. As such, | do not think that any civil rights are violated by the bill.

Please contact me if you have further questions.

MFF:glc
98-156.glc



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA

FAX (907) 465-2029
Mail Stop 3101

130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

MEMORANDUM March 25, 1998
SUBJECT: Public schools - (CSSB 36(FIN) am)
TO: Representative Con Bunde

Attn: Lynne Smith

FROM: Michael F. Ford
Legislative Counsel

I wanted to bring a title issue to your attention regarding the employment tax proposed in
amendment 0-LS0070VRA.9. Under article Il, section 13, of the Alaska Constitution the
subject of each bill is required to be expressed in the title. | wanted to warn you that it is
possible that the existing title of CSSB 36(FIN) am "relating to public schools" could be
found to be insufficient notice ofthe tax provisions contained in the amendment. There are
no cases that have interpreted this notice requirement by our Supreme Court.

This question could be avoided by amending the title to include reference to the employment
tax. As you know however, the uniform rules require suspension, when the title to a bill is
changed in the second house.

Please contact me if you have further questions.

MFF:glc
98-188.glc

Enclosure



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA

FAX (907) 465-2029
Mail Stop 3101

130 Seward Street, Suite 409
Juneau, Alaska 99801-2105

MEMORANDUM March 25, 1998
SUBJECT: Taxation in the unorganized borough - (CSSB 36(FIN) am))
TO: Representative Con Bunde

Attn: Lynne Smith

FROM: Michael F. Ford / OC r\
Legislative Counsel

You have asked if the legislature can impose a tax in the unorganized borough, as a local
contribution to public schools. | believe the legislature has this power.

Under article X, section 0, of the Alaska Constitution, the legislature has the authority to
"exercise any power or function in the unorganized borough which the assembly may
exercise in the organized borough.” 1 think this provision is quite clear. The legislature acts
as the assembly for the unorganized borough and can impose a tax on the residents of the
unorganized borough if it chooses to do so. Funds collected under the tax cannot, however,

be dedicated to public schools.

Please contact me it you have further questions.

MFF:jdr:glc
98-190.jdr
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AMENDMENT I

OFFERED IN THE HOUSE
TO: CSSB 36(FIN) am

Page 10, lines 7-9:

Delete "If it makes the district eligible for more state aid under the program, a district
may transmit, within two weeks after the 2G-school-day period ending the second Friday in

February, a similar report for that counting period."

Page 10, line 18:
Delete "periods"

Insert "period"”
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\'\1 F.NDM ENT *

OFFERED IN THE HOUSE
TO: CSSB 5t»iFINi am

Page |I. lines 12 - 14:
Delete all material and insen:
"(3) impose a public school local contribution requirement on regional

educational attendance areas by imposition of a three percent employment tax in the

unorganized borough."

Page 3. line 12:
Delete
Insen "
(31 the local contnbution of a regional educational attendance area is
equai to the employment tax imposed under AS 43.42 that is collected in the previous

fiscal year from individuals, including nonresidents, employed in the regional

educational attendance area."

Page 3. following line 24:
Insen a new subsection to read:
"(e) In the fiscai year following the fiscal year of collection, a regional
educational attendance area is, subject to appropriation, entitled to receive money

collected under AS 43.42 in that regional educational attendance area.”

Page 19, following line 26:
Insert a new bill section to read:
"* Sec. 32. AS 43 is amended by adding a new chapter to read:
Chapter 42. Unorganized Borcugh Employment Tax.

Sec. 43.42.010. Purpose; nonresident taxation. It is the purpose of this
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chapter to impose an employment tax on individuals who are employed in the
unorganized borough, including those individuals who are nonresidents who are
employed in the unorganized borough.

Sec. 43.42.020. Tax imposed. In each calendar year, there is levied an
employment tax upon each individual who receives compensation tor services
pert'ormed in the unorganized borough outside of a home rule or first class city as an
employee or receives self-employment earnings from business activities conducted in
the unorganized borough outside of a home rule or first class city. The tax on an
individual is three percent of

(1) compensation paid to that individual by an employer who has a
business situs in the unorganized borough outside of a home rule or first class city for
services performed in the unorganized borough outside of a home rule or first class
city in the calendar year as an employee of that employer:

(2) that individual's self-employment earnings from business activities
conducted in the unorganized borough outside of a home rule or first class city in the
calendar year.

Sec. 43.42.030. Determination of business situs. For purposes of
AS 45.42.020. an employer has a business situs in the unorganized borough outside
of a home rule or first class city if. at any time in the calendar year, an individual
performs services in the unorganized borough outside of a home rule or first class city
as an employee of that employer.

Sec. 43.42.035. Credit against tax. An individual is entitled to a tax credit
against the tax levied on the individual by this chapter equal to the amount paid by
the individual in taxes in a city or borough school district that is contributed to the
school district. An individual may claim a credit under this section by providing
proof of payment to the employer on a form approved by the Department of Labor
or by providing proof satisfactory to the Department of Labor of payment of the tax
in the city or borough school district.

Sec. 43.42.040. Collection, reporting, and remittance of tax on employee
compensation, (a) An employer making payment of compensation for services
performed in the unorganized borough outside of a home rule or first class city shall

withhold from the payment the tax levied by this chapter. Unless a credit is allowed

-
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under AS 43.42.035. the employer shall withhold three percent of each payment of
compensation and shall file a return and remit the taxes as required bv (b) or ic) of
this section.

ibi Except as provided :n io of this section, the return required by this
section must he tiled, and the withheld taxes remitted, hv the date the employer's
regular quarterly report of employment security contributions under AS 23.20 is
required to be tiled. The employer shall file a return by reporting amounts withheld
under this section during the preceding calendar quarter, and any additional
information required by regulation adopted under AS 43.42.050(a). to the Department
of Labor on forms provided by the Department of Labor together with the employer's
regular quarterly report of employment security contributions under AS 23.20. With
each return filed under this subsection, the employer shall remit the taxes required to
be withheld under this section during the preceding calendar quarter.

(¢) An employer who is required to withhold and remit taxes under this
section but who is not subject to the reporting requirements of AS 23.20 shall file a
return and remit the taxes as required by this subsection. On or before the last day
of the month following each calendar quarter in which taxes were withheld under this
section, the employer shall file with the department a return on forms provided Ly the
department and snail remit the taxes required to be withheld during the preceding
calendar quarter. In the return, the employer shall report amounts withheld under this
section during the preceding calendar quarter and any additional information required
by regulation adopted under AS 43.42.050(a).

Sec. 43.42.050. Administration of tax on employee compensation, iai
After consultation with the Department of Labor, the department shall prescribe, by
regulation, any additional information that must be included in a return filed under
AS 43.42.040 in order for the department to calculate, determine, collect, or enforce
the tax levied by this chapter. The Department of Labor shall include, on forms for
reporting under AS 23.20. space designated for reporting amounts withheld under
AS 43.42.040 and for providing any additional information required by department
regulations. The department shall coordinate with the Department of Labor to
maximize the use of existing reports to the department and to the Department of

Labor.
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ib) The Depanment ot Labor shall provide to the department the information
collected under AS 43.42.040 that relates to the tax levied by this chapter.

icl The Depanment of Labor shall repon to the depanment a failure of an
employer to timely repon or remit the tax levied by this chapter. The Depanment of
Labor may not use the provisions of AS 23.20 to enforce the collection or remittance
of the tax levied by this chapter. Reporting forms and other records relating to the
tax levied by this chapter that are maintained by the Depanment of Labor are prima
facie evidence of timely reponing and remittance, or failure to timely repon or remit.
under AS 43.42.040.

Sec. 43.42.060. Administration and payment of tax on self-employment
earnings, (a) An individual who is subject to the tax on self-employment earnings
levied by this chapter shall file a return with the department, and with the return shall
pay the tax. in the manner required by this section. The return must be filed on a
form provided by the department.

fb) The individual shall file a return for each calendar quarter in which the
individual had self-employment earnings and make a payment of three percent of the
individual's self-employment eamings in that quarter.

icl Returns must be filed and payments made, as required by ib) of this
section, on or before the following dates:

11) April 15. for the first calendar quarter of a year:

12) July 15. for the second calendar quarter of a year.

(31 October 15. for the third calendar quarter of a year:

(4) January 15 of the following year, for the fourth calendar quarter
of a year.

Sec. 43.42.070. Record of tax withheld from employees: refunds, (a) An
employer who withholds tax under AS 43.42.040 shall furnish to the employee before
February 1 of each calendar year a record of the amount of tax withheld from that
employee’s compensation in the preceding calendar year. The employer shall pay to
the department a penalty of S10 for each failure to provide the record required by this
subsection.

(b) On or before April 15 of a calendar year, an individual may file with the

department, on forms provided by the department, a claim for the refund of excess tax

-4
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withheld or paid tor the preceding calendar year. The individual shall attach the
records provided by employers or other proof of payment acceptable to the department
to support the refund claim.

Sec. 43.42.080. Disposition of and accounting for tax proceeds, tai The
money collected by the department under this chapter shall be deposited in the general
fund of the “tate. and the proceeds from the tax shall be separately accounted for by
regional educational attendance area. A regional educational attendance area is.
subject to appropriation, entitled to receive money collected under this chapter from
that area. The legislature may appropriate the estimated balance of the account to the
public school account established under AS 14.17.300.

(b) In this section, "regional educational attendance area" means an area of
the unorganized borough specified as an educational service area under
AS 14.08.031(a).

Sec. 43.42.090. Regulations. The department may adopt regulations to
interpret and implement this chapter.

Sec. 43.42.099. Definitions. In this chapter.

(1) '‘business activities" means activities or acts of a commercial,
occupational, professional, or like nature, that are engaged in or caused to be engaged
in with the object of financial or pecuniary gain, profit, or benefit: "business
activities" does not include

(A) providing services as an employee:

(B) furnishing or selling of property, services, substances, or
things by a person who does not represent to be regularly engaging in those
transactions:

(C) an individual's investment or banking activities relating to
that individual’s personal property:

(2) "calendar quarter" means each of the three-month periods ending
March 31, June 30, September 30, and December 31;

(3) "compensation for services" means gross wages, salaries, tips, and
other remuneration paid to an employee by an employer; "compensation for services"
does not include

(A) remuneration for attendance at events such as trade shows.
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convention”™. or educational or “cieniitlc workshops or seminars: or
'B) compensation earned by a prisoner under AS 33 at a rate
less than the minimum wage established under AS 23.10:
‘4. employer’ means a person making payment of compensation for
'emcee who required to deduct andwithhold incometaxes underprovisions or
26 S (' Interr.a; Revenue Code m
5 individual' means a natural person who was 19 vears of age '
older on Januarv | ot a calendar year:
bi 'self-emplovment earnings'means gross receipts from a business
activity that are not paid by an employer less the expensesincurred to producethe
gross receipts;

(7)"tax" means the employment tax levied by this chapter.”

Renumber the following bill sections accordingly.

Renumber internal references to bill sections in accordance with this amendment. Below are

all internal bill section references in this bill:

Page 1. line @&
Page 20. line 9
Page 20. line 14

Page 20. line 23
Page 20. line 24
Page 21. line s
Page 21. line 1l
Page 21. line 16
Page 21, line 20



Author: griffy@ alaska.net (Bob Griffiths) at CC2MHS1
Date: 3/30/98 3:02 PM
Subject: HB 375

Honorable Committee Member,
Our family would like to support passage of HB 375, as presented.

Seldom has the legislature had the opportunity to make as many positive changes
for Alaska's children in one package, as in this Bill.

A great deal of research and reflection went into drafting it. Social Service
Agencies, Foster Parents, Police, Judges and others were asked what the system
needed to get it back on track. Many of the recommendations of these people are

reflected in the Bill.

| also, have intimate experience in child advocacy and protection. As a 22 year
police veteran, and former criminal child abuse investigator, | have worked hand

in hand with DFYS, Prosecutors, parents and advocates in efforts to protect

hundreds of Alaska's children. I have witnessed children's intense emotional
trauma caused by parental domestic abuse on countless occasions, and been

powerless to intervene. Under existing statutes, as long as you don't cause
physical injury, there is, "No harm," done. And we wonder, "How to explain,"”

the homicidal tendencies of some of our children, such as the two pre-adolescent

cousins who killed 4 last week in Arkansas, or young Mr. Ramsey, here in our own
state.

As Licensed Foster Parents my wife and | have cared for eight different foster
children in our short, two year, experience. We now hope to adopt two of them.
We've worked closely with the Courts, CASAs, Social Workers, Therapists, and
Doctors. All of whom share frustrations with the existing, "System." In our

experience, we have witnessed the shortcomings of current law and Judicial Rules

and we embrace the changes presented in this Bill as NECESSARY and LONG OVERDUE.

Please proceed quickly to pass this bill out of committee, so that it may become

law this session!

Thank you for your consideration.
Bob Griffiths

[ = e G ] G ol Gl Jnd G o] G o] G el G el G ] G ] G o] G o] G ] G
Bob & Kathy Griffiths

23535 Blue Skies Drive

Chugiak, AK 99567

(907) 688-9463 [Home] or (907) 688-8888 [Fax]

e-mail: griffy@ alaska.net
<=>=LKEDEKCED=KEDELKEDELEDELCE DS DS DS D=L =D =L
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ANNIE M. JOHN
P.O. Box 9157
Nikolai* Alaska 99691

April 1,1998

Senators SCHouse of Representatives

State Capitol
Juneau, Alaska 99801

TO WHOM IT MAY CONCERN:

I would like to express my opposition to Senate Bill 36 because our children
out here in the mral areas will feel the biggest impact if it passes. The bill
will force our schools to close and then where will the equity be as | keep
hearing that the specific purpose of SB36 is to solve the supposed inequity in
school funding. Our children have been having to make do with what little
funding they have and it would be shame to take away even more from them.
The funding that we currently have does not even cover extras sucli as fine
arts, music, and whatever else the urban kids take for granted. 1’ve always
believed that you all were elected to represent EVEI'YONE in the State and 1’ve
been getting more disillusioned lately listening to all that's been happening
down there in the legislature. What do we have to do to be treated as equals?
Please take us into consideration when SB36 comes up for a vote. Please

vote NO. Thank you.

Sincerely,

Annie M. John,
Advisory School Board Member & Concerned Parent

P.S. Please don’t play an April Pool’s Day joke on our kids. They deserve
better than that.

P

.03



ANN G. ALEXIA
P.O. Box 9126
Nikolai, Alaska 99691

April 1, 199B

Senators & House of Representatives

State Capitol
Juneau, Alaska 99801

TO WHOM IT MAY CONCERN:

1 strongly oppose Senate Bill 36 because the Bill
will cause even more division between rural and
urban students and families. What kind of message
are we sending our children through passage of
bills such as these? What makes one class of
citizens better than the other? 1 personally think
that we, as Alaskan citizens, should be treated
equally and I°ve yet to see that. Our children do
not have the opportunities that urban children
enjoy because of the already Ilimited Tfunds that
we"ve been getting. We, and especially the
children, deserve better than that. Our kids don"t
even have opportunities for music lessons and other
fun things such as going to a museum, etc. I still
am not convinced that anything needs to be fixed -

instead 1 fTeel that battle Ilines are being drawn
even tighter between urban and rural. Let"s not
fix something that"s not broke. Please vote NO on

Senate Bill 36. Thank you!

Sincerely,

Ann G. Alexia,
Advisory School Board Member

REPRESENTATIVE IRENE NICHOLIA
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RESOLUTION B-

A RESOLUTION OPPOSING ALASKA SENATE BILLNO. 36 ENTITLED: AN ACT RELATINGTO
THE PUBLIC SCHOOL FUNDING PROGRAM; RELATING TO THE DEFINITIONOF A SCHOOL
DISTRICT, TO TUB TRANSPORTATION OF STUDENTS, TO SCHOOL DISTRICT LAYOFF
PLANS, TO THE SPECIALEDUCATION SERVICES AGENCY, AND TO THE CHILD CARE
GRANT PROGRAM; AND IROVIDING FOR AN EFFECTIVE DATE”

WHEREAS, The Native Village of Kwinhagak (NV*j AND City of Quiahagflk represents the political
interests and promotes the well-being of the Yup’ik Tribal connrniaity of Qumbagak, Alaska; and

WHEREAS, NVK’s and City’s role and responsibility includes advocating for the rigjits and interests of
the people of the region in pursuing governmental servicesto address their basic human needs and improve

thdr living conditions; and

WHEREAS, The mastimportantresource ofthe regionis its children andit is of critical importance to
prO\Kic foe the future and well-being of its chfldren through edocaiioa which ina basic human right
available to all children no matter where they live or what their ethic background is; and

WHKRRAR TKe Sfate Itf fhmtftj nod funded Rural Education Attendance Area School Districts to
enable equitable N0 fair access to education ofchildren Hvingin rural remote villages throughout Alaska;

and

WHEREAS, R " ication of the children through tbe Rural Education Attendance Area School Districts is
vital not only to provide for the fiiinre of the children, hrt also to maintain the indigcncus natrvt culture,
integrity, way of life, general weU-bcing and livelihood of the people throughout rural Alaska; and

WHEREAS, The people ofthe region need and require the saaao level of basic education services afforded
to all Alaskans; and

WHEREAS, The Alaska Stars Legislature intends to extinguish rural education funding through Senate Bill
36 which seeks to redistribute education funding dollars from rural school districts to urban schools,
redefining school district boundaries, proposing employment taxes of AV for districts without an economic
base, and redefining most education processes as we know them; and

WHEREAS, The NVK aal City lack the economic inSastructure and economicbase to beat theterden of
an employment tax to finance basic education and other basic human services; and

WHEREAS, Socfaa measure would cripple regions such as NVK and City, already experiencingan
economic disaster from recent fishery industry failures; and

WHEREAS, Passage of this bill will bavo long and drastic effects on the operations of the rend school
districts and the supportand assistance in all areas o feducation provided for the children of tbe region; and

DIZT/ZtH'UTEDb £y
REPRESENTATIVE IRENE NICHOLIA



CITY OF QUINHPGFIK 9073568540

WHEREAS, Passage of this bill will also ball the cnonaoW academic progress oftbe dnldnm livingin
rural Atanlra In gmwa<i n frngtfomntir-vatk| Wafting, and in pfirtkadar, it will haltthe advancement of

knowledge, skills and abilities ofthe children and their future contribtaion to the general will-being aad
economy ofthe region; and

WHEREAS, The rural school districts are working diligently and successfully to support and assist in this
process.

NOW THEREFORE BE IT RESOLVED, That the Council ofthe Native Village of Kwinhngik and
Council of City of Qoinhagdfc respectfully implores and requests OH Alaska State Legislature to icconskfer
its position and action towards the dukken of rural Alaska.

BE ITFURTHERRESOLVED, That the Council ofthe Native Village of Kwinhagak and Council of City
of Quinhagak hereby opposes passage of Senate Bill No. 36 by the Alaska State Legislature.

PASSED J fi” davof ) 1998. by ti»Cooacil with a duly constituted
quorum of members present. ,

CERTIFICATION:

tbaudm fis
SECRETARY PRESIDENT

SECRETARY
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April 1, 1998

Southwest

Reglon Health Education and Social Services Committee
Alaska State Capitol

School Juneau. Alaska 99801-1182

DIStrICt Dear Committee Members:

I received a fax from Representative Ivan M. Ivan
P.0.Box D0 regarding the opportunity for Public Testimony regarding
574 Kenny Witn Road SB 36. | am unable to participate in person so [ ask you to
Dillingham. Ak 99576 consider this letter mj testimony.

(907) 642-5207-Phone 1 urge you to consider an appropriate way to fund

(907;042-3420 - Fox education for all children in the State of Alaska. A formula
which re-distributes funds from one group of children to
another is wrong! All children In Alaska arc in need of an
education.  Please address the needs of all children and find
a way to increase funding to education. Again. | urge you
to “ote against any legislation that would give to one group
at th« expense of another and cau3e resentment between
rural and wurban areas.

Another issue that | would like to address is our need for a
new school here in Togiak. Our school was built in the 50's

Aleknagik and it is worn out. My custodian just dropped in my office

to teil me that the gym ceiling has new leaksthathe put
' . cans under to catch the water. This is just one of the many

Clark's Point problems that our 40+ year old buildinghas. Other
concerns are that the school is to closeto the seawall and

Ekwok subject :0 flooding. It is also within a few feet of the tank
farm.

Koliganek Please vote against SB 36 and for legislation that allows
funds to address the building needs of schools including
the new building in Togiak.

Manokotak .

RespectffiJllx,
New Stuyahok -

Karen Swenson
Portage Creek Principal
Togiak School

Togiak
Poat-ir Fax Note 7671
Twin Hills re<~JDkl'h zijdpag:
CoJOfA. I f 00 |_ |O
Phon« «
fm# * /
*"TvCYo

TOTAL P.O1
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M k 1621 TONGASS AVENUE SUITE 30t

POST OFFICE BOX 8340
KETCHIKAN. ALASKA 95901
PHONE: (907) 225-9658

FAX: (907) 225 2836

RAY GRIFFITH. Etf.D
SUPERINTENDENT

March 30.1998

House of Representatives
Alaska State Capital
Juneau, AK 99801-1182

Dear Representative:

As president of Southeast Island School District Board, | arc writing with serious anxiety about SB 36
and SB 337. Singly SB 36 would devitalize our district. If the Legislature chooses to combined the two

bills the devastation would be incomprehensible.

The board, as trustees take our role of providing education for the children in our communities very
seriously. Wc represent twelve communities with schools at the present rime. Our current duty and the
law require wc open and staff the twelve schools. The communities are entitled and the tenured staff have
contracts on the opening day. SB 36 docs not take into consideration the mandated opening of schools
under the present law. Without an amendment to SB 36, we would havt the schools open this August
with the teachers, students and needed supplies in place and then if the count was down in October the
school would be closed. This would leave us with unhoused students, angry parents, contracted teachers

and chaos in almost halfof our schools.

I rely on my experience as the first mayor serving five terms afler the incorporation of Coffinan Cove, a
second class city in 1989 to address SB 337. | am familiar with Title 29 and know Third Class Boroughs
were deleted from the law years ago. From what | gather in Title 29 is after incorporation ofa Third Class
Borough, an election takes place. Our REAA school board would be replaced by an assembly and mayor.
The mayor is the school board president and the assembly is the board. The assembly after the election
would pick the form of taxes the borough provides for the schools. The taxed communities arc those in
the former REAA with or without schools. The residents would be taxed if they had the schools surviving

SB 36 and niso if their schools were closed.

A Third Class Boiough would require an administrator, a staff, an office and equipment. The selected
taxation would be divided between the costs of the school district and borough. Two staffs unless the
Superman or Superwoman hired by the borough had the expertise in Local Government oud School
Administration. At the present rime we are moving Southeast Island School District’s District Office into
rooms adjacent to our only gym. in the largest school in the district. | have no idea whcic a free or another
inexpensive office space for a Third Class Borough would exist in our REAA.

We £x»re the pcrental loss ofour orcseut school board members who may select not to run because of the
added lot?! government resp.”rsi rilities and further erosion of our ability to provide education to the
children of our district. Please ionsider all the facts, you are about to implement a chain of events that
would devastate Southeast Island School District and the other REAAs. Please consider an amendment to
SB 36 that would provide feuding to cover the entire 98-99 school year. Then consider another

mechanism to provide for the fin'ding in the future.

Sincerely,

Pat Rowland
Chcir, Southeast Island Sehor i Board
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Rural Alaska
Community Action Program, Inc.

Testimony by the Rural Alaska Community Action Program, Inc.
Regarding Senate Bill 36
House HESS Committee Hearing, April 1,1998 - 3:00 pm

Chairman Bunde and Members of the House Committee on Health,
Education and Social Services, my name is Jeanine Kennedy, Executive
Director for the Rural Alaska Community Action Program, Inc. The mailing
address for the Rural Alaska Community Action Program, Inc., is 731 East

8th Avenue, Anchorage, Alaska.

The Rural Alaska Community Action Program, Inc is a private non-profit with
central offices in Anchorage. The-agency”*3fovides trainingHnfbrmationr~nd-
advocaoyMoL-communitie6-4ft--mratnAfaska. The main work of the Rural
Alaska Community Action Program, Inc is to administer Head Start and

Cs
Early Head Start programs in 32 villages statewide™ <

I am here to provide information about how the Rural Alaska Community
Action Program, Inc Board of Directors believes that the proposed SB 36

legislation is going to impact villages, children, and the state as a whole.

Senator Randy Phillips has said that the bill will achieve “simplicity, equity,
and accountability.” We believe the real issue is that urban schools are
needing and demanding more money for their operations and

administration, while rural schools are saying that current funding from the

Administration «P.0. Box 200908, Anchorage, Alaska 99520 « (907) 27511 « Fax (907) 278-2509



ARO1-98 VD 05:35 v~ ME LEais o e XN 728 18l A . o
To -/*7*m' an 0 AN/ °AT o Sfe

Legislature is inadequate to cover their needyjAt the same time, the
legislative majority is in the middle of its five-year plan to cut the State

operating budget. /Ny fa + rJ ]ft

Senate Bill 36’s true goal is not “sirrfplicity, equity and accountability.”
If it were, the Legislature would approve an INCrease in funding of education
in bOth the rural and urban areas of the State. Instead, the Legislature is
proposing to take money from one area of the State and give it to another
area. Inshort, the proposed changes to the education foundation formula
are nothing more than a redistribution of existing dollars in a fashion that is

rapidly creating divisiveness among all of Alaska's citizens.

We live in one of the richest states in the nation with among the lowest
of resident populations. We are a state that does not impose an income tax.
This is a state where the major urban center, Anchorage does not even
have a sales tax. This is a state that has over $23 b||||0n dollars in savings.
Itis therefore stunning to see the Legislature proposing to cut funding for our
children’s future in a manner that, if it is carried out as proposed, will have
the effect of undermining our education system in drastic ways. This is not
right, it is not simple, itis not equitable and it shows that the Legislature
does not believe there is any need to be accountable to rural residents who
have children in school. The message that is coming from the Legislature is

that money is more important than children.

The assets that need protection are our children. Alaska’s children

are the state’s investment and its dividend. Children are Alaska’s greatest



assets - yet ihis Legislature proposes to treat them as troublesome
liabilities. The impacts of Senate Bill 36 will be devastating. The impacts of
the cuts in rural schools will mean that the number of students per teacher
will rise dramatically. If 1.5 positions were cut from East Anchorage High
School, for example, it would mean the redistribution of students among
dozens of classes. When you cut 1.5 positions in a village school, it could
mean one teacher, instead of two. That one teacher will be responsible for
teaching 43 students in one class that includes children from Grades 1-12.
Costs in rural areas are much higher than they are in urban areas. RurAL
CAP administers Head Start programs, much of the food for the programs is
purchased in Anchorage and then shipped to rural sites - the cost of the
freight doubles the costs of the food. The same must be true for other

needs of schools in rural communities compared to an urban center like

Anchorage.

The proposals contained within Senate Bill 36 are examples of poor
public policy. This bill makes the poorest of Alaska’s poor pay for education
In communities that contain people with greater advantages in the way of
infrastructure that ultimately benefits local schools. Is it “fair’ or "equitable”
that the children who need the most help, who have the lowest test scores,
v/ho live in the most poverty, are the ones who will lose the most? Is it fair
to take opportunities from one child in order to provide an even greater

advantage to another child?

The RurAL CAP Board requests and urges that the Legislature

consider more carefully the impacts of what you are doing to the whole



state. What may serve in the short term politically is short-sighted socially
and economically. Thank you for this opportunity to share the views of the

Board of Directors of the Rural Alaska Community Action Program, inc.
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Hughes Tribal Council
Hut’odleekluakk’et Tribe
P.O. Box 45029
Hughes, Alaska 99745

Ph. (907) 889-2239(35)
Fax (907) 889-2252

Members of House Hess:
Representative Green
Representative Bundle
Representative Vezey
Representative Dyson
Representative Porter
Representative Brice
Representative Kcmplen
Fax Number (907) 456-3871

Esteemed House Members:

This village is in opposition of SB 36. Our school is important to us, and we feel
that legislation is taking our much needed funding. We don’t think that it’s lair to change
the funding formula, which the Supreme Court deemed fair in Matanuska-Susitna

Borough vs. State o fAlaska.

The base foundation unit formula hasn’t been changed for ten years, going up
only $1,000.00 in value since 1988. We feel that taking money from rural schools to
increase the urban school funding is wrong! Increasing the unit value from $61,000.00 to
a higher figure, to cover inflation rates for both urban and rural school districts is
preferable to SB 36’s funding recommendations, because when the McDowell Group did
the study to come up with this plan, they fuiled to factor in the higher cost of living in

rural areas.

Maintenance and operating costs are not high enough priority with SB 36
requiring 70% of the funding be spent on instruction. Please listen to our appeal to deal
tairly in this issue, instead of taking from the rural schools and giving to the urban

schools! We demand fair treatment!
Sincerely,

'"M/ScOa i Tnibof?

ppeto-W -

, - MV\E«" a qd-tj— fa-c
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Hughes Tribal Council
Hut’odleekkaaZck’et Tribe
P.O. Box 45029
Hughes, Alaska 99745
Ph. (907) 889*2239(35)
Fax (907) 889-2252

Page 2: Members of House Hess, signatures

cC .. ticxh, -1sU 'trid rl
fH s H A
fZur<ryfd 0 e
1
Q CUd'AIASL
Ajvyon L T - 2-iur. ILsjix)fe
Ay e, j .
4kCO A V 1A Jsrio AqUA/VLLIrv I1/Ix&LO LV vul.
“ 'Trante-r TKd.*. T X o J 3 7
Cfeuaa. U; in?.rr 17
*  Uu.c*wa. ITKU-
V.j Ltiin a AL -
\Jxvia~
AhuAA*
J.. L\Ua~

HV C/tef

PAGE

02



PETITION AGAINST
SENATE BILL 36

WE, THE UNDERSIGNED, STRONGLY OBJECT TO SENATE BILL 36.
THIS BILL IS UNJUST AND PROMOTES ONE CLASS OF PEOPLE OVER
ANOTHER. THESE REDUCTIONS TO OUR RURAL SCHOOLS WILL HARM
OUR CHILDREN FOR GENERATIONS. IT IS NOT POSSIBLE TO PROVIDE
QUALITY EDUCATION IN THE RURAL AREAS WITHOUT ADEQUATE
AND APPROPRIATE FUNDING.

TO TAX PEOPLE WHO ARE ALREADY LIVING BELOW THE POVERTY
LEVEL IS TO BE IGNORANT OF THE REALITY THAT EXISTS IN RURAL
ALASKA. TO FURTHER PUNISH RURAL ALASKANS BY TAKING AWAY
MUCH NEEDED EDUCATIONAL FUNDING PROMOTES AND WIDENS THE
GAP BETWEEN THE “HAVES” AND “THE HAVE NOTS".

SB 36 WILL DOOM GENERATIONS OF RURAL CHILDREN TO A LIFE OF
EDUCATIONAL SHORTCOMINGS AND THE INABILITY TO COMPETE
EQUALLY FOR JOBS AND SCHOLARSHIPS.

WE STAND UNITED AGAINST SB 36 AND URGE THE ALASKA
LEGISLATURE TO STAND WITH RURAL ALASKA AND DEFEAT THIS

BILL.
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STUDENTS AGAINST SB 36

WE, THE UNDERSIGNED STUDENTS OF
MENTASTA LAKE KATIE JOHN SCHOOL,
STRONGLY OBJECT TO SENATE BILL 36.

SB 36 DOESN'T PROMOTE EQUALITY OF
EDUCATION IN THE STATE OF ALASKA. IT IS
NOT POSSIBLE TO HAVE QUALITY EDUCATION
IN THE RURAL AREAS WHEN THE RURAL
SCHOOLS ARE LEFT WITHOUT ADEQUATE
FUNDING, STAFF, AND SUFFICIENT RESOURCES.

THIS BILL PLACES ALL RURAL STUDENTS ON
UNEQUAL FOOTING WITH URBAN/CITY
STUDENTS. WE DO NOT HAVE THE SAME
AVAILABLE TEXTS, STAFF, RESOURCES, OR
EVEN BUILDINGS AND ACTIVITIES. THE URBAN
AND CITY SCHOOLS HAVE SO MUCH MORE THAN
WE HAVE ALREADY. YOU ARE DISCRIMINATING
AGAINST US. WE URGE YOU TO DEFEAT SB 36.
iR
SIGNATURE , PRINTE
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PETITION AGAINST
SENATE BILL 36

WE, THE UNDERSIGNED, STRONGLY OBJECT TO SENATE BILL 36.
THIS BILL IS UNJUST AND PROMOTES ONE CLASS OF PEOPLE OVER
ANOTHER. THESE REDUCTIONS TO OUR RURAL SCHOOLS WILL HARM
OUR CHILDREN FOR GENERATIONS. IT IS NOT POSSIBLE TO PROVIDE
QUALITY EDUCATION IN THE RURAL AREAS WITHOUT ADEQUATE

AND APPROPRIATE FUNDING.

TO TAX PEOPLE WHO ARE ALREADY LIVING BELOW THE POVERTY
LEVEL IS TO BE IGNORANT OF THE REALITY THAT EXISTS IN RURAL
ALASKA. TO FURTHER PUNISH RURAL ALASKANS BY TAKING AWAY
MUCH NEEDED EDUCATIONAL FUNDING PROMOTES ANQ WIDENS THE
GAP BETWEEN THE “HAVES” AND “THE HAVE NOTS”.

SB 36 WILL DOOM GENERATIONS OF RURAL CHILDREN TO A LIFE OF
EDUCATIONAL SHORTCOMINGS AND THE INABILITY TO COMPETE
EQUALLY FOR JOBS AND SCHOLARSHIPS.

WE STAND UNITED AGAINST SB 36 AND URGE THE ALASKA

"LEGISLATURE TO STAND WITH RURAL ALASKA AND DEFEAT THIS

BILL.
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THE FOLLOWING DOCUMENT(S)
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ASSURE LEGIBILITY OR PAGINATION



STUDENTS AGAINST SB 36

5
WE, THE UNDERSIGNED STUDENTS OF
MENTASTA LAKE KATIE JOHN SCHOOL,
STRONGLY OBJECT TO SENATE BILL 36.

SB 36 DOESN'T PROMOTE EQUALITY OF
EDUCATION IN THE STATE OF ALASKA. IT IS
NOT POSSIBLE TO HAVE QUALITY EDUCATION
IN THE RURAL AREAS WHEN THE RURAL
SCHOOLS ARE LEFT WITHOUT ADEQUATE
FUNDING, STAFF, AND SUFFICIENT RESOURCES.

THIS BILL PLACES ALL RURAL STUDENTS ON
UNEQUAL FOOTING WITH URBAN/CITY
STUDENTS. WE DO NOT HAVE THE SAME
AVAILABLE TEXTS, STAFF, RESOURCES, OR
EVEN BUILDINGS AND ACTIVITIES. THE URBAN
AND CITY SCHOOLS HAVE SO MUCH MORE THAN
WE HAVE ALREADY. YOU ARE DISCRIMINATING
AGAINST US. WE URGE YOU TO DEFEAT SB 36.
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PETITION AGAINST
SENATE BILL 36

WE, THE UNDERSIGNED, STRONGLY OBJECT TO SENATE BILL 36.
THIS BILL IS UNJUST AND PROMOTES ONE CLASS OF PEOPLE OVER
ANOTHER. THESE REDUCTIONS TO OUR RURAL SCHOOLS WILL HARM
OUR CHILDREN FOR GENERATIONS. IT IS NOT POSSIBLE TO PROVIDE
QUALITY EDUCATION IN THE RURAL AREAS WITHOUT ADEQUATE

AND APPROPRIATE FUNDING.

TO TAX PEOPLE WHO ARE ALREADY LIVING BELOW THE POVERTY
LEVEL IS TO BE IGNORANT OF THE REALITY THAT EXISTS IN RURAL
ALASKA. TO FURTHER PUNISH RURAL ALASKANS BY TAKING AWAY
MUCH NEEDED EDUCATIONAL FUNDING PROMOTES ANQ WIDENS THE
GAP BETWEEN THE *“HAVES" AND “THE HAVE NOTS”.

SB 36 WILL DOOM GENERATIONS OF RURAL CHILDREN TO A LIFE OF
EDUCATIONAL SHORTCOMINGS AND THE INABILITY TO COMPETE
EQUALLY FOR JOBS AND SCHOLARSHIPS.

WE STAND UNITED AGAINST SB 36 AND URGE THE ALASKA
LEGISLATURE TO STAND WITH RURAL ALASKA AND DEFEAT THIS

BILL.
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SENATE BILL 36

WE, THE UNDERSIGNED, STRONGLY OBJECT TO SENATE BILL 36.
THIS BILL IS UNJUST AND PROMOTES ONE CLASS OF PEOPLE OVER
ANOTHER. THESE REDUCTIONS TO OUR RURAL SCHOOLS WILL HARM
OUR CHILDREN FOR GENERATIONS. IT IS NOT POSSIBLE TO PROVIDE
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PETITION AGAINST
SENATE BILL 36

WE, THE UNDERSIGNED, STRONGLY OBJECT TO SENATE BILL 36.
THIS BILL IS UNJUST AND PROMOTES ONE CLASS OF PEOPLE OVER
ANOTHER. THESE REDUCTIONS TO OUR RURAL SCHOOLS WILL HARM
OUR CHILDREN FOR GENERATIONS. IT IS NOT POSSIBLE TO PROVIDE
QUALITY EDUCATION IN THE RURAL AREAS WITHOUT ADEQUATE

AND APPROPRIATE FUNDING.

TO TAX PEOPLE WHO ARE ALREADY LIVING BELOW THE POVERTY
LEVEL IS TO BE IGNORANT OF THE REALITY THAT EXISTS IN RURAL
ALASKA. TO FURTHER PUNISH RURAL ALASKANS BY TAKING AWAY
MUCH NEEDED EDUCATIONAL FUNDING PROMOTES ANQ WIDENS THE
GAP BETWEEN THE “HAVES” AND “THE HAVE NOTS".

SB 36 WILL DOOM GENERATIONS OF RURAL CHILDREN TO A LIFE OF
EDUCATIONAL SHORTCOMINGS AND THE INABILITY TO COMPETE
EQUALLY FOR JOBS AND SCHOLARSHIPS.
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PETITION AGAINST
SENATE BILL 36

WE, THE UNDERSIGNED, STRONGLY OBJECT TO SENATE BILL 36.
THIS BILL IS UNJUST AND PROMOTES ONE CLASS OF PEOPLE OVER
ANOTHER. THESE REDUCTIONS TO OUR RURAL SCHOOLS WILL HARM
OUR CHILDREN FOR GENERATIONS. IT IS NOT POSSIBLE TO PROVIDE
QUALITY EDUCATION IN THE RURAL AREAS WITHOUT ADEQUATE
AND APPROPRIATE FUNDING.

TO TAX PEOPLE WHO ARE ALREADY LIVING BELOW THE POVERTY
LEVEL IS TO BE IGNORANT OF THE REALITY THAT EXISTS IN RURAL
ALASKA. TO FURTHER PUNISH RURAL ALASKANS BY TAKING AWAY
MUCH NEEDED EDUCATIONAL FUNDING PROMOTES ANQ WIDENS THE
GAP BETWEEN THE “HAVES” AND “THE HAVE NOTS”".

SB 36 WILL DOOM GENERATIONS OF RURAL CHILDREN TO A LIFE OF
EDUCATIONAL SHORTCOMINGS AND THE INABILITY TO COMPETE
EQUALLY FOR JOBS AND SCHOLARSHIPS.

WE STAND UNITED AGAINST SB 36 AND URGE THE ALASKA
LEGISLATURE TO STAND WITH RURAL ALASKA AND DEFEAT THIS
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PETITION AGAINST
SENATE BILL 36

WE, THE UNDERSIGNED, STRONGLY OBJECT TO SENATE BILL 36.
THIS BILL IS UNJUST AND PROMOTES ONE CLASS OF PEOPLE OVER
ANOTHER. THESE REDUCTIONS TO OUR RURAL SCHOOLS WILL HARM
OUR CHILDREN FOR GENERATIONS. IT IS NOT POSSIBLE TO PROVIDE
QUALITY EDUCATION IN THE RURAL AREAS WITH~..T ADEQUATE
AND APPROPRIATE FUNDING.

TO TAX PEOPLE WHO ARE ALREADY LIVING BELOW THE POVERTY
LEVEL IS TO BE IGNORANT OF THE REALITY THAT EXISTS IN RURAL
ALASKA. TO FURTHER PUNISH RURAL ALASKANS BY TAKING AWAY
MUCH NEEDED EDUCATIONAL FUNDING PROMOTES ANQ WIDENS THE
GAP BETWEEN THE “HAVES” AND “THE HAVE NOTS”.

SB 36 WILL DOOM GENERATIONS OF RURAL CHILDREN TO A LIFE OF
EDUCATIONAL SHORTCOMINGS AND THE INABILITY TO COMPETE
EQUALLY FOR JOBS AND SCHOLARSHIPS.

WE STAND UNITED AGAINST SB 36 AND URGE THE ALASKA
LEGISLATURE TO STAND WITH RURAL ALASKA AND DEFEAT THIS

BILL.
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March 27, 1998

The Honorable Con Bunde

Chair

Health, Education and Social Services Committee
House of Representatives

Alaska State Legislature

State Capitol, Room #104

Juneau, Alaska 99801

Dear Representative Bunde:

At Senator Randy Phillips' request, we are responding to Department of Education
testimony during your committee's hearing on education funding. We were asked to address

two issues.

Using the Anchorage Consumer Price Index (CPI) to Adjust District Cost Factors

Our response is that DOE testimony was accurate; the CPl would be useful if the legislature
wished to inflation proof all districts' cost factors. The CPI is a measure of price inflation
for household goods and services from year to year in Anchorage. The CPI does not measure
differences in costs among different locations in Alaska, nor does it necessarily reflect
changes in school costs. That is why it could be used only to make approximate
adjustments for inflation for all education spending, but not to make any specific district-
to-district changes. If the leg! dature chooses, as a matter of policy, to adjust school funding
for inflation, a more appropriate use of the CPl would be to adjust the amount of Basic

Need per student.

Updating District Cost Factors

Updates are not as simple as plugging in new cost numbers and calculating new DCFs. That
was the basis for our statement that DOE can't apply the methodology we used. This
doesn't mean new DCFs can't be calculated.

DCFs can be updated by repeating the research process for the building blocks that lead to the
DCFs. The building blocks are instructional, administrative and non-personal services costs
plus enrollment by school. This process takes three steps. First, DOE would have to repeat
the analysis with updated instructional, administrative and non-personal services costs and
arrive at per student costs for all three. Second, these costs would then be compared to
costs in all other districts so their relative values are determined. Third, the weighted
expenditures of each district would be calculated and then combined to have a single DCF
represent the weighted outcome of the three expenditure categories on a per student basis.

416 Harris, Suite 301 + Juneau, AK 99801 P.O. Box 21009
Junoau, AK 99802

(907) 586-6126 » Fax (907) 586-2673



As you may recall, the study draft had a factor for each of the three cost categories. Then
we combined administration and nonpersonal services in a supplemental summary to the
report, reducing the number of factors to two. In the final report, for simplicity, we
combined them into one factor, the DCF. None of these combinations changed the results in

any way. They just simplified the numbers.

DOE would need to repeat both the research  ocess and the calculating methodology, not
just the methodology. By a regular process of updating ongoing data bases and improving
accounting definitions, the research process can be an integral part of district reporting to

DOE.

We hope these comments answer your questions. Please feel free to call with any further
guestions regarding the Alaska School Operating Cost Study.

David Teal
Project Manager

cc: Senator Randy Phillips



M cD ow ell Consulting and Research in Economics, Business and Marketing
a

r o uop

February 27, 1998

Mr. Jerry Burnett

Project Manager
Legislative Budget & Audit Committee

RE: Alaska School Operating Cost Study
RFP Number LBA972

The February 12 supplement to the Alaska School Operating Cost Study
explained how to apply the methods *:nd results presented in the January 31
draft report. This letter responds to a request by the Legislative Budget & Audit
Committee to further simplify the application of study results by computing
District Cost Factors (DCFs) that could be applied in the same way that Area

Cost Differentials (ACDs) are applied under current law.

We computed DCFs by blending adjustment factors for the two components—
level costs—described in the February 12

school level costs and district
incorporated into the

supplement. These blended adjustment factors were
Senate Finance Committee Substitute for SB36. A listing of computational steps

to obtain the DCFs is followed by a discussion of issues related to the adjustment

process.

Computational Steps to Obtain the DCFs that Appear in CSSB36

Note: Readers should have Table 1 available for reference when reviewing these
steps.

1. Use FY96 District Financial Reports to categorize expenditures as
"School Level" or “District Level.” These categories correspond to the
school-level and district-level portions of Basic Need as described in the
February 12 supplement to the draft report. There were three expenditure
categories in the January 31 report—Instructional, Administrative and
Nonpersonal Services. The supplement combined administrative and
nonpersonal services expenditures to form a single “district level” category in
order to simplify the process. Combining the administrative and nonpersonal
services categories does not change the results. The “instructional,” or

P.O. 80x21C09

416 Hams, Suile 301 « Juneau, AK 99801
Juneau. AK S9802

(907)586-6126 « Fax (907) 586-2673



School
Olafrict

Total

Atsslca Galeway
AleutanRe”on
Aieutans East
Anchorage
Annette Island
Bering Strut
Bristol Bay
Chatiam
Chugsch
Copper River
Cordova

Craig City
DeftaiGroefy
Oenal
Dilngyiam
Fsirtarvts
Galena

Haines

Hoonah
Hydacug
kstanod

juneau

Kane
Kashurwnut
Kanat
Ketchikan
Wewock

Kodak

Kuspdc

Lake & Penruua
Lower Kuskokwim
Lower Yliron
Matanuska
Nanana

Nome

Norm Slope
Nortrwest Arctc
Petcan
PetersOcrg
Pnixiol

Sites

Soutieast Island
Southeast
StMeryj
Tanana
U.tahske
Valdai
Wrangel
Yakutal

Ytiton Rats
Yiiton KoysJnJr
Yuput

Notes to CoJurms:

@

FY95
School
Loval

ExoandKuraa

S$20.1S3.619

3.383.237
241.331
2,725.185
2CA4.656.237
2.307.088
12.001,325
1.907,214
2.425.834
819.938
3.521.743
2,343.301
2.068,793
4.623.322
2247.675
3.285.484
73.318.095
1.144.490
2109,541
1.683.254
825.092
3.311.560
27,774.376
1,105.720
1.254.897
50.069.736
11.984.891
1.388.809
13.870.675
3.842.341
4.088.046
25.266.103
11.090.504
60.149.439
966.741
3,794.923
21.098.634
10.356.346
380.829
3.425293
1,539.483
8,606.580

T47.741 .

2.349.919
4.919.667

849.891

637,915
2052.786
3.287.028
2.849.203
1,131.519
3.631.140
4,739.339
2739.526

12)

FYoB
Oletrlct
Level
Expenditures

273.597,853

23-12.683
338.020
2815.474
60,739.979
1.337.936
9.913.136
1,278,083
1.365.276
853.209
2088.799
1.234.914
1.165,729
2210.285
1.376.955
1.519.182
25,762163
1,398.926
1.081,674
1225.838
733.538
2770.038
8.268.552
932233
1.275.822
21.684.370
4.637,616
949.928
6270,693
2176.038
4,117,753
18.103.4C0
7.625.500
16,739.432
698.770
2369.417
17.888.563
10.363,407

299.649 .

1,616.758
1,081,003
2544.389

671,033
1.632.824
3,750.921

616.306

923.540
1.331.089
2.105.415
1,125.919

819.036
2.969.949
3.986.450
2621.026

(1)and(2):lrom 1396 School Dlstlct Financial Reports.
(5): from Tabl* 2.1. AH itt School Operating Cost Slutiy.
(6): Become no dstncMevet expendturn tints ore Imposed, the wetgnted Impact Is cctxm (3) dmes coum (S).

(7): Curent Basic Need Is dotermrnod by applying eta easing sue fortress and ACOs to saiaent corns in each Ostncl

(9): Revised Basic Need Is coUmn (6) times coUm (7).
(9): Per sajdenl Basic Need Is determined oy dvtdng colLsnn (8) by Cte sue-adyuted studcm cotstt In eacn dsJict

®

FY98
School
Level

Expenditures

69.56%

59.09%
4168%
31.03%
77.11%
65.20%
31.89%
30e8%
63.65%
49.01%
6277%
67.33%
63.96%
57.67%
6201%
68.39%
74.00%
43.00%
66.32%
57.86%
45.34%
54.45%
77.06%
33.73%
49.39%
69.80%
71.98%
39.38%
68.87%
6384%
49.82%
61.07%
39.26%
78.23%
3604%
61.56%
54.12%
49.98%
53.96%
67.93%
58.75%
77.18%
52.70%
60.96%
5669%
51.33%
40.65%
60.66%
7151%
71.68%
5801%
55.01%
54 32%
31.11%

Table 1
Compulation of District Cost Factors Incorporating the Impacts of Size and Location

(]

FY9s
Oletrlct
Level

Expenditures

30.44%

40.91%
58.32%
48.97%
2289%
34.80%
45.11%
40.12%
36.33%
50.99%
37.23%
3267%
36.04%
3233%
37.99%
31.61%
26.00%
35.00%
33.48%
4214%
34.66%
45.55%
2294%
46.27%
50.41%
30.20%
25.02%
40.62%
31.13%
36.16%
50.18%
38.93%
40.74%
21.77%
41.96%
36.44%
45.86%
5002%
44 04%
3207%
41.23%
2262%
47.30%
39.04%
4331%
48.67%
59.13%
39.34%
28.49%
28.32%
4199%
44 99%
4568%
4889%

®) ) ()]

Waightad
Impact of Impact of
School School-is Currant
Laval Olalrict-Laval Baaic
Ravialona Ravialona Naad
898,783.472
-16% -9%  8.731.552
-35% -15% 474.515
-19% -9%  5,138.951
4% 3% 271,933.111
8% 5%  3.220.033
-16% -0% 23.726.628
4% 2%  3,145.074
-18% *11% 4.156.902
*20% -10%  2079.775
-6% 4%  6.680.990
% 5%  3.957,490
&% 3%  3.099.438
20% 14%  8.980.607
*13% -8%  4.331.405
7% S%  4.565.113
4% 3% 99.068.384
-5% -2%  1.828.667
17% 11% 3.331.733
8% 5%  2295.203
-8% -3% 1.221.097
*18% -10%  7.223.438
1% 1% 32.900.278
K7 2% 1688473
-7% -3%  2.600.706
1% 1% 69.911.021
11% 8% 17.242.789
5% 3% 1.669.366
2% 1% 21.867.564
-16% -10%  7.289.140
-26% -13%  9,433.303
-10% -6% 41.520.246
-12% -7% 20.653.909
*1% -1% 77.521.539
-11% -6%  1,763.429
7% 4%  6.495.237
-6% -3% 20.909.312
-11% -3% 23.682.198
-30% -17% 592732
11% 8%  4.970.166
-17% -10%  2.850.264
15% 11% 11.269.223
*14% 8% 1.358.595
-16% -9%  5.011.616
-15% *9%  8.314.514
-6% -3% 1.666 849
-19% -8% 1.350.931
% 5%  3.293.769
8% 6%  6.439.614
14% 10%  3,775.921
10% 6% 1.751.470
-23% -13%  8.018.875
-20% -11%  9.845,205
6% 3%  5.345064

(9

Raviiad
Baaic
Naad

898.783,472

S.103.027
405.049
4.624.038
279.476.903
3.387.325
21.591.195
3214.217
3.685.745
1,876.885
6.626.655
4,135.558
3,239.481
7.929.092
3,971.471
4.777.214
101.694.035
1.785.477
3.701.288
2399.735
1.178.938
6.532.208
33239.081
1.713.680
2.513.258
70.610.863
16.618.316
1.926.635
22099.463
6.539.274
8.191.150
39.071.916
19.161.117
77.091.359
1.653.517
6.754.896
20226.093
22409.884
494.443
5.347,069
2370.572
12.537.815
1.254.749
4.534283
7.778.260
1.614.636
1.244.102
3.442.400
6804 262
4.164.320
1.855.438
7.C07.807
8.788 317
3.168.880

©) (o) <)

Paviaad
Baaic
Naad Qiitrict *
par j Unedjuited Cost !
Studant  Multiplier Fsctor |
6.2C6
7,308 1.178 1291
9.827 1.383 1738
8.053 T.298 1423
5.659 0.912 1.0OCO
3,725 0.1-22 1011
3.629 130 1525
7.141 1151 ue62
6.333 1.021 1.120
7.325 1.180 1.294
6.654 1.072 V.17s
6.202 0.999 1.096
5.717 0.921 1.010
6.259 1.009 1106
7.428 1.1S7 1.313
7.099 1.144 1.254
3.879 0947 1.039
7.629 1.229 1.348
5.703 0919 1.008
3971 0.962 1.055
6,138 0.989 1.015
8.322 1341 1.470
5,687 0.916 1.0U5
5.801 0.935 1.025
7.863 1.267 1.389
5.630 0.915 1.0C4
5.545 0893 1.000
5.758 0.926 1.017
6.168 0997 1.093
8.113 1.307 1434
8.820 1421 1.558
8.136 1.359 1491
8.136 1311 1.458
5.714 0921 1.010
7.190 1.158 1.270
7.464 1.203 1.319
8.514 1.372 1.504
8.768 1413 1.549
7,301 1.176 1.290
5521 0.890 1.000
8.023 1294 1.419
5.539 0892 1Q00
6.469 1.042 1.143
6.351 1.025 1.124
8.034 1298 1423
7.649 1232 1.351
8.464 1.364 1.496
7.047 1135 1.245
6.200 0999 1.095
5.502 0686 1.0CO
5.920 0954 1.046
9.441 1521 1.658
8.502 1.370 1.502
8.313 1339 1.469
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“school level" category remained separate. FY96 school-level and district-
level expenditures are shown in columns 1 and 2 of Table 1.

Determine the proportion of each district's spending in each of the two
categories. This step simply describes school-level and district-level
expenditures in percentage terms. (See columns 3 and 4 of Table 1.)

Determine weighted changes in Basic Need for each district. Applying
the existing size formula and ACDs in existing legislation to each district’s
student population produces a level of Basic Need that serves as a basis for
comparison. This step uses the “Combined Impact of Count and Size
Revisions" numbers from Table 2.1 in the January 31 report to determine
weighted changes from *“current” Basic Need.l1l The weighted changes are

obtained by

1) multiplying the proportion of school level costs for each district by the
impact of revised counting method and size factors as shown in column 5

of Table 1, .
+]*

2) multiplying the proportion of district level costs by the impact of any
adjustments to district level costs,2then

3) summing the two parts to obtain a total impact (shown in column 6).

Determine revised Basic Need (column 8) by adjusting “current” Basic
Need (column 7) perthe number (column 6) determined in the prior step.
Current Basic Need is the amount obtained by applying existing size factors
and ACDs to the schools in the database. Revised Basic Need is obtained by
increasing or reducing current Basic Need as indicated by the weighted

change in column 6.

Determine the per-student Basic Need for each district (column 9) by
dividing Revised Basic Need (column 8) by the adjusted student count
for each district. The adjusted student counts are obtained by applying the

1 “Count revisions"” refer to the method of counting students. Current law counts students in
“Funding Communities" which are identical to single schools in some cases but which are groups
of schools, rather than single schools, in other cases. The proposed size formula produces
separate student counts for each school. “Size revisions” refer to the specific factors used to
aJjust the actual student count to compensate for higher per-student operating costs in smaller
schools. Each of these impacts was computed in the January 31 report, as was the combined
impact of the two changes to the existing "'size conversion" formula.

2The January 31 report limited expenditures in some districts (as described in the report). Those
limitations were omitted from the process of determining District Cost Factors per instructions
from the Senators preparing legislation. The impact of omitting the expenditure limitations is that
districts with relatively high per-student expenditures have higher DCFs than they would have if
the limitations were applied. The expenditure limitations are also omitted from the DCFs
described in this letter. Our understanding is that expenditure limitations may be addressed by

other means.
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size formula (Table Il of the February 12 supplement) to the student counts
for each school in each district.

6. Determine “multipliers” (column 10) by dividing each district’s per-
student Basic Need (column 9) by the statewide average per-student
Basic Need ($6,206, as shown in column 9). Four Southeast
communities— Sitka, Ketchikan, Wrangell and Petersburg—had multipliers
slightly lower than the multiplier for Anchorage. Multipliers for these
communities were set equal to the Anchorage multiplier so that Anchorage
could be used as a base in the normalization process described in the

following step.

Normalize the multipliers to obtain District Cost Factors (column 11).
Normalization refers to the process of dividing each district’'s multiplier by the
smallest of the dist ct multipliers so that the smallest District Cost Factor
equals 1.000. The pucess does not change the results; it simply makes the
DCFs easier to interpret because no DCF is less than 1.000.

As an example, 59% of Alaska Gateway’s expenditures in FY96 were in the
school-level category while 41% were in the district-level category (columns 3
and 4). The January 31 report showed that a school-based student count (as
opposed to the existing funding community-based count) and the revised school
size adjustment formula would reduce the district's adjusted student count
(compared to the count obtained by applying the existing formula) by 16%. A
16% reduction applied to 59% of expenditures is equivalent to a 9% reduction of
total expenditures (column 6). This 9% reduction applied to current Basic Need
(column 7) gives a revised Basic Need level of $6.1 million, or $7,308 per
adjusted student count (columns 8 and 9). This per-student Basic Need is 18%
above the statewide average of $6,206 (column 10). Dividing the 1.178 Alaska
Gateway multiplier by the Anchorage multiplier (.912) produces a District Cost

Factor of 1.291, as shown in column 11.
District Cost Factors are intended to be applied as follows:

Apply the size adjustment formula (Table Il in the February 12 supplement) to
each school to obtain size-adjusted student counts.

2. Sum the size-adjusted student counts within each district.

3. Multiply the district student counts by the appropriate District Cost Factor to

obtain “size and location” adjusted student counts.
Multiply these adjusted student counts by the per-student value for Basic

Need specified in statute to obtain total Basic Need for each district.
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Conceptual Issues

The district-level ACDs shown in Table V of the supplement are generally larger
than District Cost Factors because ACDs apply only to district level costs (that is,
district administration and nonpersonal services expenditures) but not to school
level costs. Use of the ACDs presented in the supplement would require
separation of state aid into two components and would produce two different
adjustments of student counts (ADM). DCFs produce a single adjusted student
count and eliminate the requirement to separate state aid into two components.
Conversion from district-level ACDs discussed in the supplement to DCFs clearly
simplifies the adjustment process, and does so without changing the Basic Need

levels described in the February 12 supplement.

Although the DCFs may be applied in the same manner as existing ACDs, they
are fundamentally different in principle. ACDs is existing law are based only on

unit price differences (e.g., the cost of fuel in dollars per gallon) while DCFs are

much more comprehensive and reflect per-student differences -in district

operating costs.

The DCFs reflect not only relative prices of goods in districts, but also the

number of students, dispersion of schools, costs of travel and other factors that
affect district operating costs. Because the DCF reflects factors other than prices
of goods, neighboring districts will not necessarily have similar DCFs. As
described in the January 31 report, existing ACDs appear to have
undercompensated several rural districts for administrative and nonpersonal

services costs.

Haines and Skagway can be used to illuSi' ate the difference in concepts. The
two school districts are close (geographically) and have roughly equivalent
access via highway, air and water. They can be expected to have rough'y
equivalent prices and, therefore, similar ACDs. However, Skagway has fewer
students over which to spread district operating costs. This means, for example,
that if Skagway spends $200,000 annually ori salaries for district administration
while Haines spends $400,000, the per-student cost of administration in
Skagway is roughly 1.7 times the per-student cost in Haines
($200,000/131 students = $1,530, which is 1.7 times $400,000/430 students =
$930). When higher per-student administrative costs are combined with other
district costs, the result is a higher DCF in Skagway than in. Haines.

Another issue is that the computation of Basic Need under the latest version of
SB35 differs from the computation in the study. The study was strictly limited to
the impacts of size and location on school operating costs. Any policy changes
that affect the computation of Basic Need are beyond the scope of the study.
Differences in computation of Basic Need include the way in which students in
correspondence studies, categorical aid (special needs) programs, and in
schools of fewer than 10 students are counted. These changes do not invalidate
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the size formula presented in the study, but they do result in different student
counts and levels of Basic Need than those computed in the supplement.

Because DCFs are influenced by the adjusted student counts in districts, the
changes may raise questions concerning the validity of DCFs presented in this
letter (and used in SB36). The DCFs are based on computations that did not
anticipate changes in the computation of Basic Need. While it is certain that the
DCFs would differ if recomputed with these changes incorporated, it is not cleai
that the DCFs should be recomputed. Our study recommended a transition
period during which districts could adjust to revised.funding levels. It also
recommended recomputation of adjustment factors for district-level costs once
funding had stabilized and improved data became available. We believe that
DCFs based on current expenditure relationships are appropriate during a

transition period.

contractual responsibility to compute size and location

In any event, our
response to

adjustment factors does not include revising those factors in
legislatively proposed policy changes. As discussed with the project manager
during the course of the study, the Legislative Budget & Audit Committee’s
preferred method of presentation was separation of adjustment factors, providing
the factors could be combined if requested. The February 12 supplement
combined district-level adjustments; this letter presents the factors in a form in

which no further combination is possible.

Senior Analyst/Project Manager



Consulting and Research in Economics. Business and Marketing

March 27, 1998

The Honorable Randy Phillips
Chairman, Legislative Budget & Audit Committee

State Capitol
Juneau, AK 99801

Dear Senator Phillips:

Enclosed are brief responses to the questions and comments we received on the
Alaska School Operating Cost Study prepared for the Legislative Budgei & Audit
Committee (March 1998). The questions are generally thoughtful and raise
issues we wrestled with during the course of the study.

As with any isi:ue approaching the complexity of school funding, there are
differences of opinion regarding data analysis and the conclusions that can be
drawn from that analysis. Our rules of analysis were simple: be objective, fair and

reasonable.
Although many of the comments challenge the research decisions made, none of
the questions or comments gave sufficient cause to change our approach,

principles or results.

Although individual responses are generally brief, | hope you find them
sufficiently detailed to help you respond to similar questions as you discuss the

issue with others.

David Teal
Project Manager

Enclosure
<116 Harris. Suila 301 « Juneau, AK 99801 P.O. Box 21009
CO.-.-e-r = CNr cor *clq Juneau. AK 99802



Questions and Comments
Regarding the
Alaska School Operating Cost Study
Prepared by the McDowell Group

Introduction
The McDowell Group and the Legislative Budget and Audit Committee have received a

number of questions about the Alaska School Operating Cost Study by parties interested in the
school funding issue. The McDowell Group has prepared a list of these questions and our
answers for parties interested in further clarification of points in the study. First, we include
a brief summary of the study scope, historical perspective, findings and recommendations
so that readers can see the questions and answers in context.

Study Scope
It is important for readers to understand that the study's focus was a technical research one

- to identify the impact of school size and geographic location on the cost of operating
schools in Alas <a. The study identifies the relative cost among districts of operating schools.
These relative differences are quantified in a school size factor (to compensate for efficiency
differences between large and small schools) and Area Cost Differentials (to compensate for
differences in costs due to geographic location and other factors).

The study scope did not include - and was not intended to include - major school funding
policy issues that can, and do, have allocation impacts in excess of those of technical
adjustments for size and location. Some major funding and allocation issues not included in
the study are special programs (bilingual/bicultural, vocational education and special
education), federal impact aid, local contributions, pupil transportation, capital costs and

deferred maintenance.

Many of these important policy and allocation questions are addressed in legislation
currently under consideration. The McDowell Group has no opinion on these policy issues
that are beyond the scope of the study. The legislation does include the technical data for
both the school size factor formula and the Area Cost Differentials (termed District Cost
Factors, DCFs, in the legislation) as reported in study findings.

Historical Perspective
Prior to the Alaska School Operating Cost Study, cost allocations were based largely on

household cost of living (Alaska Geographic Differentia! Study, 1985, and Alaska School District
Profiles and Differential Study, 198S | oth by the McDowell Group) and were not directly
relevant to the cost of operating schools. However, in the absence of other research, data

from these studies was used.

Study Findings

Clearly, some changes in relative costs were expected between two studies thirteen years
apart and measuring two different things. The $16 million (out of $800 million, or 2% of the
total) of changes among districts identified in the Alaska School Operating Cost Study were
not surprising considering the historical basis for current funding allocations. Allocation
shifts in addition to this amount would be due to legislative measures unrelated to the

study.
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The study found that administration and nonpersonal services costs were often higher on a
per student basis in remote districts than the current system of allocation recognizes. The
study recommends ACDs to compensate for these costs. By contrast, instructional cost
variations among districts were very moderate and not consistent with other costs. The
study takes this into account by including no instructional ACD. Instead, instructional
staffing requirements are met through the school size factor that heavily compensates those
districts with small schools lacking economies of scale.

Study Recommendations
The study recommended:

« that a transition period to insure no district receives less than its current allocation;

« that basic need be calculated at the fundamental cost unit of school, rather than
funding community (most of the S16 million of change among districts is a result of
this recommendation);

« that the study's school size factor formula and ACD's be used to update the method
of allocation;

« that future updates develop data in the three major cost categories of instruction,
administration and non-personal services; and,

« that improvements be made in the definition and quality of non-instructional data
bases.

Ques.ions and Answers

Questions/comments are in bold type. Page numbers refer to the March, 1998final report.

...to state that rural districts are not having to pay a higher wage than Anchorage due to
the fact that our average is equal (+5%) to Anchorage’s is absolutely incorrect.

In actual practice, some remote districts pay more and some pay less than Anchorage.
Likewise, some urban districts pay more and some pay less than Anchorage. Remoteness
alone did not appear to determine the actual cost of teachers. Factors such as local district
compensation policy, housing availability and lifestyle play roies in teacher salaries and
teacher recruitment and retention.

Please see discussions on pages 81-84 and 105-106. Points made include:
» Teacher salary schedules are frequently higher in rural areas than in Anchorage.
» Average pay, hot the salary schedule itself, determines instructional costs.

» Higher schedules in some areas are generally offset by greater longevity in other
areas, so that average salaries are similar throughout the state.

» Using average salaries to adjust funding levels would not affect Anchorage but
would reduce aid to some rural districts and increase aid to several other rural

districts.
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Isn't the proposal an expenditure index rather than a cost indexand aren't
expenditures a function of revenue available under the current formula?

No. The District Cost Factors are based on district level expenditures so are essentially an
expenditure index, but the majority of the proposal is based on instructional costs, which is
not an expenditure index. Instructional costs are instead based on an adequate level of
instructional staffing regardless of current funding levels in any district. If the entire
proposal were an expenditure index, there would be no change from the existing formula.

The only school level data referenced in the report is the quantity of school building
level certified staff. Is this a measure of consumption and local programming choice or of

cost? What other school building level data was analyzed?

The level of certified staff reflects both choice and cost. Classified staff wasalsoanalyzed

(see pages 66-67'and Table 2.4, page 68), but data are available only at the district level. In
general, only the quantity of staff is measurable at the school level. Teacher salaries,
operating and maintenance costs, administrative costs and most other costs are paid at the

district level.

Does the statement "for the first time size factors have an empirical, statistically
defensible basis' mean the resource cost model study had no empirical, statistically
defensible basis? Were the resource cost model results reviewed?

No. The cost model results were not reviewed.

How does the unique profile of a given student population in a specific school affect
cost or consumption? This report appears to ignore the single most important facror,

which is individual student need.

The unique needs of a specific student population are addressed by categorical funding for
bilingual, vocational and special education. As stated in footnote 23, page 67, staffing for
those programs should not be expected to follow the pattern for regular education. As
stated on page 28, the study was not intended to be a comprehensive review of all the
philosophical and equity issues the legislature might address in considering revisions to the
foundation formula. Our assumption was that categorical funding would be distributed in a

manner similar to the existing allocation.

What is the basis for providing the same "front loading™ or "floor" to very small schools
and large schools alike?

See page 72. "Front loading" prevents discontinuities (or steps) in the size conversion
formula. It is equivalent to moving along the size curve rather than going directly from the
origin to a point on the cur/e. If front loading did not occur, some schools would have lower
adjusted student counts than other schools with fewer students. As implied by the question,
front loading."overcompensates™ schools with more than about 75 students. This could be
corrected by reducing the size adjustment factors for larger schools, thus reducing the slope

of the curve developed in figures 2.4 through 2.8 (pages 73-77).

The "floor" that applies to schools of fewer than 20 students is a separate issue. It does not
directly affect schools larger than 20 students, but it does allocate additional aid to schools

of fewer than 20 students.
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The study team considers dispersion of schools to be an important determinant of
administrative and nonpersonal services costs, but concluded that dispersion has a
negligible effect on instruction costs. How can this be true? Does it cost the same to
provide sophomore chemistry to 90 students in one building as it does to provide the
same course to 9C sophomores dispersed over 56,000 square miles in ten different

schools within a district?

Dispersion is compensated for in the size factor formula where ninety dispersed students
receive significantly more funding than ninety students in one building. Dispersion is further
compensated for in the ACD by compensating for any administration and non-personal
services costs related to serving dispersed students.

Instructional staff are typically associated with a particular school, so that the distance to
other schools in the district does not have a great impact on the number of teachtrs required
in a particular school. The cost of providing a class to 90 students in one school is not
assumed to be the same as to 90 students in ten schools. Each student in a school with 90
sophomores is likely to be counted as about 1.2 adjusted students while each student in a
school with 9 sophomores is likely to be counted as about 1.5 students. (See Appendix B for
school sizes of 360 students—90 sophomores in a 9-12 school—and 120 students—9

sophomores in a k-12 school).

The small school gets 25 percent more funding (the change from 1.2 to 1.5) than the larger
school to offer chemistry—or any other class. That is, the sizeformula compensates for higher
costs in small schools, regardless of whether the school is 20 miles or 200 miles from another

school.

Is the application of the size formula to isolated, dispersed individual schools
disadvantageous since they cannot take advantage of the economies of scale that exist
for schools located, close to each other where they can take advantage of shared

resources, facilities, and staff?

No, see the immediately preceding question/response for a discussion of compensation for
diseconomies of small size. In addition, shared resources -enerally fall under district-level
costs rather than instructionai-level costs. The District Factors compensate districts for

costs associated with location and dispersion.

The study does not take into account the large number of top-end-of-the-salary-scale
teachers who have retired from the larger urban districts in the past two years.

Correct, see page 106. Recommended instructional cost allocation is based on adequate
staffing rather than dollars, keeping the influence of existing funding levels out of the picture
and insuring staffing equity among districts. Average salaries depend on longevity, which
varies from year to year. Variable factors should not be built into multipliers because fixed
multipliers do not respond to changes. This issue is the basis for reviewing staffing numbers
rather than staffing costs to determine size factors, and for recommending that location and
other cost factors be modified more frequently than in the past.

Why can't rural districts find experienced teachers to hire? The study contends' that
salary schedules do not need to be higher in rural areas. With only $1,000 unit value
increase since 1986, rural districts are losing the ability to compete for quality educators.

See the first question/response on this list. We contend that urban longevity offsets higher

rural salary schedules, not that schedules do not need to be higher in rural areas. The unit
value applies to all districts so does not affect the ability of one district to compete with
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others for quality educators. This does not deny that some districts may have recruitment
and retention problems for a variety of reasons.

Anecdotal evidence may suggest that some teachers prefer to teach in larger communities,
but cannot necessarily obtain jobs in those communities without experience. Smaller, more
remote districts offer teachers an opportunity to gain the experience required to obtain a job
in urban districts. In addition, a young teacher may relish the adventure of life in rural
Alaska, but as he/she ages, there may be a desire for a lifestyle shift. The shift from rural to
urban work preference is similar to a preference for retirement to the Sunbelt. While not
everyone shares the preference, there is a measurable trend. On the other hand, many small
district teachers prefer these locations and choose long careers serving students in Alaska's

smaller communities.

The ability of rural districts to compete for teachers depends to some degree on salary
schedules in urban areas. If urban areas adopt tiered schedules for new hires and limit the
amount of out-of-district experience used to determine placement on the schedule (as is
happening in some cases), rural districts will find it easier to attract and retain teachers.

The study does not recognize the significant level of indirect funding for children in
urban areas which is not available to rural students. Examples include museums,
libraries, performances and other enriching activities/facilities.

Again, the study is confined to the cost of operating schools based on size and location and
was not intended to measure community quality of life. These activities and opportunities
undoubtedly enhance the quality of education, but providing money to rural school districts
will not provide the children with urban amenities. The study does not attempt to measure
the quality of educational services or equalize quality. It measures only the instructional
staff and district costs required to provide a basic education.

By relying on only one year of data, the study may be skewed and not be reflective of
the average costs of providing education over the long term.

We used the most recent data available. There is no reason to believe that 1996 data favors
any particular district or districts. We recommend frequent recalculation of adjustment
factors so that allocations do reflect the costs of providing education.

Because the adjustment factors for location were determined by actual spending, it put
REAAs at a disadvantage when compared to districts that may have provided funding
beyond the state cap. The REAAs have no way to provide for additional funding the
way borough and city districts do. The study locks this inequity into any future formula.

The Area Cost Differential adjustment factors were based on total expenditures by the
districts. City districts can get "extra™ funds from local governments, but whether people in
one area contribute to education does not affect the computation or equity of Basic Need or
state aid allocations because extra funds are not included in the funding formula. It is the
lack of organized local government, not the study, th3t "locks in' the situation. e

From alternate perspectives, use of total expenditures locks cities into continued
contributions, or organization of an REAA would allow access to additional funds. The
study doesn't change the current situation and doesn't appear to cause inequities associated

with excess local contributions.
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The study analyzes expenses and not the actual cost of providing education. Those
less-than frugal districts are rewarded for their past expenditures. Those who were

prudent are penalized.

This is not the case with the majority of the cost of operating schools - instructional costs.
Our study recommends appropriate staffing levels for instruction so districts that districts
that pay more are not rewarded at the expense of districts that are more frugal.

The study suggested expenditure limits to "cut off the peaks™ and "fill in the valleys™ of
district expenditures (see Chapters 3 and 4). However, we believe the inconsistent definition
of available data is insufficient to apply the limits (and they were not applied to the Area
Cost Differentials in the final report). The lack of limits does perpetuate "what is" rather
than recommend what "*should be™ for non-instructional costs.

While there is some truth in the comment, the real issue is that districts spend whatever
money is available. This means that revenue is the controlling factor in district exper "itures.
It also means that size and location adjustments, which provide more revenue per student
to small and high-cost districts, are critical to this discussion. The point is then to determine
whether size and location adjustments equalize Basic Need. We found that current factors
did not accomplish this goal and recommended new factors.

Is there incentive for districts to build schools of less-than-efficient size in order to
increase student counts? What will the long-term cost of this incentive be?

Not really. Small schools cost more so any additional funding is eaten up by higher costs.
See page 58. There are controls in place that should prevent building schools that are smaller
than necessary, but there is some concern about artificial separation of schools. For
example, a grade 7-12 school could be split into junior and senior high schools with, little
additional expense to the community (no new building) but potential to generate higher
adjusted student counts. As noted in footnote 20 (page 58) school-based counting offers
improvements over funding communities only if the Department of Education establishes
and enforces consistent and equitable rules for defining schools. If the Department can do

this well, there would be no long-term cost.

Large portions of school district budgets were omitted from the cost comparison. The
cost differentials will need to be revised in the near future.

Not true. No costs were omitted in our work. The alleged "omitted cost™ reference is to staff
salaries. Our approach was to equalize the number of staff per student, then adjust for
differences in pay as requirea. We concluded that no salary adjustment was required.
Holding salaries constant is far different than omitting them from the analysis. A review of
Technical Appendix F will show that all costs were considered in the analysis, including
professional services and purchased services.

We believe the cost differentials could be improved substantially. In fact, we felt the issue
was important enough to include a recommendation for improved data and improved
computation of the differentials (see executive summary, page 33).

A fundamental principle of cost indexes has been violated by failing to hold teacher

quality (or quality of educational services) constant. The authors should have defined a
standard staffing pattern and then priced this pattern at each district's pay scale.
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Not true. In fact, the opposite is the case. Our instructional cost component is based on
equal staffing levels. Each district's pay scale is a separate issue. Our recommendation of no
salary differential means higher spending districts aren't taking from more frugal districts.

We cannot define or measure either teacher quality or quality of educational services. Pay
scales reflect longevity rather than quality. Our approach was to examine school operating
costs, including actual pay of staff, and to compensate districts for actual costs rather than
costs based on a hypothetical pattern of longevity'. The pattern of actual staffing is that
longevity is greater in urban areas than in rural areas, but not by much. Applying a
hypothetical staffing pattern that overstates average costs in some districts would overstate

Basic Need in those districts.
Limits on district expenditures are arbitrary.

There are no limits in the final report. See page 33 and Chapters 3 and 4. Current data does
not allow a high level of confidence in the expenditure limits. The expenditure limits were
removed from the supplementary analysis and from the District Cost Factors shown in

Table VII (page 18).

Instructional cost differences are unnecessarily arbitrary. The authors should have
compared their estimates to those found in the existing literature.

The legislature may wish to base its appropriation for education on studies of optimum
class size and other measures of educational need. The study reviewed actual class sizes in
Alaska schools but did not compare them to class sizes in other states. The intent of this
study was to derive revised allocation factors, not to determine an appropriate level of basic

need.

The discussion of class size appears to be wholly arbitrary. Cite the current class size
formula in current law. Do class sizes generally reflect the formula?

Our instructional staffing recommendations are based on statistical analysis of staffing
patterns in nearly 500 Alaska schools, and supported by a team of school experts. We do

not consider this arbitrary.

See page 50. The citation provided in the text is AS 14.17.041. Class sizes generally reflect
the formula cited. Revised class size factors reflect all schools, as shown in Appendices A
and B and discussed in Chapter 2. The particular size categories are not critical as long as
the formula produces a smooth curve (see discussion on pages 69-78).

Hus the consultant visited schools to determine if districts with low ability’ to provide
local funding are overfunded?

No site visits were conducted as part of this study. Factors cited in a statement
accompanying the question—Ilocal income, property values, student progress/test scores
and local authority to tax—were not considered because the report is limited to discussion
of basic need. Basic need is determined by student counts and by adjustments for size and
cost differentials. The report examined resources per student and found that districts with
more than one school lumped into single funding communities were relatively underfunded.
This finding does not imply that any district is overfunded in an absolute sense, and implies
a shift of money from some districts to others only if the recommended "hold harmless"

provisions are r.ot adopted (see pages 36-40).
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Does recommending the school as a basis for funding indicate a belief that dispersed
schools can share staff and resources as efficiently as schools in proximity?

No. Tlie instructional component reflects only staff associated with instruction. Costs of
travel and other factors that make dispersed schools more expensive to operate are
reflected in higher district operating costs, which are reflected in significantly higher cost

differentials in many districts.

Is it the consultant's belief that 500-student elementary, middle and high schools
should operate on equal amounts of money as a single 1,500-student k-12 school?

No, see page 59. Because districts are not required to spend money in the school that
generates funding, an average funding level can be spread among schools as the district
wishes. As long as the mix of students in various grade levels is similar in all districts, tlie
grade level of a particular school does not bias the level of funding a district receives.

The methodology funds all schools of a given size at the same level (before size and cost
adjustments). Although the example of a 1,500 student k-12 school (or even a 500 student
k-12 school) is not realistic, the points made by the comment are important. One point is
that a group of students broken into several schools will generate more funding than a
combined school. Size factors are intended (in part) to offset costs of school administration,
but they may favor smaller schools to the point that districts have incentive to artificially
divide existing schools. As noted in the report (page 58), the Department of Education will
need to define schools and monitor that definition.

The second point is that elementary and high schools typically differ in both class size and
in teacher preparation time. The current formula specifies a unit (or class) size of 17
students in elementary schools and 13 in middle and high schools, but only when the
student count is greater than 525. This split applies to few rural schools and has little, if
any, impact on district funding when it does apply. Our brief review showed that the
increased cost of more prep time in higher grades appears to be offset by larger class size in
those grades. The topic is interesting, but was not addressed in detail because it involves
multi-age classes and other local choices. Investigation of local instructional methods would
have taken substantially more time than was available for research.

Is it the consultant's position that a 500-student k-12 rural school has the same costs as
a 500-student urban 7-8 school?

No. Although the school is the basic unit of funding, a broader view is required to see the
real picture of district funding. A k-12 school of 500 students has 38.5 students per grade,
while the urban district in the example has 250 students per grade (6.5 times the rural size).
The size formula produces an adjusted size of 564 students for the rural district and 3,489
students for the urban district (assuming three elementary schools of 583 students and a
high school of 1,000 students, for a total of 3,250 students, 250 in each of 13 grades). The
size adjustment gives an urban adjusted student count 6.2 times the rural adjusted count.
The change from 6.2 to 6.5 is 5 percent, so the rural district receives 5 percent more money

per student than the urban district.

A per-student calculation shows the ditference with the rural school receiving more. If each
adjusted student generates $5,000, the urban district gets $5,000*3,489 students, or $17.45
million, or $5,369 per actual student. The rural district gets $5,000*564 students, or $2.82
million, or $5,640 per actual student. This is 5 percent more than the urban district. District
level costs would further favor the rural district.
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