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Submitted by: Chairman of the Assembly
at the request of the
School Board

Prepared by:  Anchorage School District

For Reading;: March 3, 2009

ANCHORAGE, ALASKA
AO NO. 2009-17

AN ORDINANCE DETERMINING AND APPROVING THE TOTAL AMOUNT
OF THE ANNUAL OPERATING BUDGET OF THE ANCHORAGE SCHOOL
DISTRICT FOR ITS FISCAL YEAR 2009-2010 AND DETERMINING AND
APPROPRIATING THE PORTION OF THE ASSEMBLY APPROVED BUDGET
AMOUNT TO BE MADE AVAILABLE FROM LOCAL SOURCES

THE ANCHORAGE ASSEMBLY ORDAINS:

Section 1. That the FY 2009-2010 Proposed Anchorage School District
Financial Plan in the amount of $762,833,890 has been approved by the Anchorage
Assembly and that, of said amount, the amount of $232,947,582 is the amount of
money to be contributed from local property taxes or other local sources and is
hereby appropriated for school purposes to fund the School District for its
2009-2010 fiscal year.

Section 2. That this ordinance is effective upon passage and approval.

PASSED AND APPROVED by the Anchorage Assembly, this day of
2009.
Chair of the Assembly
ATTEST
Municipal Clerk

AM NO. 73-2009
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MUNICIPALITY OF ANCHORAGE
ASSEMBLY MEMORANDUM
AM 73-2009
Meeting Date: March 3, 2009
FROM: ANCHORAGE SCHOOL DISTRICT

SUBJECT: AO 2009-17 ANCHORAGE SCHOOL DISTRICT
FY 2009-2010 FINANCIAL PLAN

PROPOSED FINANCIAL PLAN

The Anchorage School Board has approved the Proposed Financial Plan for
FY 2009-2010 in the amount of $762,833,890. This includes individual fund
budgets currently projected as follows:
Proposed
FY 2009-2010
Financial Plan

General Fund $ 598,467,232
Food Service Fund 16,259,000
Debt Service Fund 85,907,658
Local /State/Federal Grants Fund 62,200,000
Total — All Funds $ 762,833,890

It is requested that the Anchorage Assembly approve local property taxes in the
amount of $232,947,582 and the upper limit spending authorization of
$762,833,890 for FY 2009-2010.

THE BUDGETING PHILOSOPHY

The budget provides a financial blueprint for the Anchorage School District’s
educational goals. When developing the budget, the Anchorage School District
has an obligation to its many stakeholders—the students, parents, employees,
and community members—to consider each group’s priorities and balance them
with the district’s stated mission of “educating all students for success in life.”
The FY 2009-2010 budget projections reflect the district’s on-going efforts to
achieve this balance, maximize performance and contain costs. The budget
development process is mindful of the district’s Six-Year Instructional Plan with
the responsibility of designating financial and human resources within
projected revenues.

AOQ 2009-17
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Over the last couple of months, the administration presented the FY 2009-2010
Preliminary Financial Plan to the School Board and the public at first and
second readings of the district’s FY 2009-2010 Financial Plan. At the end of the
second reading on February 5, 2009, the School Board approved the Proposed
FY 2009-2010 Financial Plan of $762,833,890 by unanimous vote. Attached
Exhibit 1 is a copy of ASD Memorandum #198 (2008-2009) that outlines the
budgeting process for all funds taken by the School Board and Administration
for FY 2009-2010 as of February 5, 2009.

GENERAL FUND

With direction from the School Board, the administration developed the General
Fund budget using the Joint Legislative Education Funding Task Force
recommendations to the Alaska Public School Funding formula. In addition, the
School Board approved using a portion of the undesignated fund balance as a
funding source while still maintaining an undesignated fund balance of
approximately 3.25 percent of the FY 2009-2010 projected budget. This also
maintains the required amount agreed to with the Municipality of Anchorage for
bond rating purposes.

Exhibit 1 details all of the revenue and expenditure categories and the
assumptions taken in preparing the FY 2009-2010 Financial Plan as of
February 5, 2009. Exhibit 1 and the attachments primarily focus on the General
Fund as this is the main fund supporting the educational needs of our students.

Attachments to Exhibit 1 include:

¢ Revenue and Expenditure schedules at the time of School Board approval
(Attachment A)

* Summary of Major Budgeted Revenue Increases and Reductions
Summary of Major Budgeted Expenditure Increases and Reductions
(Attachment B)

Subsequent to School Board Approval
The American Recovery and Reinvestment Act of 2009

On February 17, 2009 the President of the United States signed into law a $787
billion economic stimulus bill. At this time the Alaska Department of Education
and Early Development is ascertaining the size and scope of any potential
education funding from this bill, with the funds ultimately being administered
by the State’s individual school districts.



CoO NI Oy UL i W=

s G2 G ) ) W WL W NN MNMNNNDNDNNDN = = e e e e pd e
*—‘D\OOO\JO\U'IEQJI\JI—‘D\OOO\]O\LH%LDNHO\DOO\JO\WPP-OJMHS\O

To ensure that solid education programs continue with the funding from the
stimulus package, ASD administrators are currently looking at the funding
requirements, reviewing options available and creating a preliminary plan.
When the district has a better idea of the funding amounts that will go to the
Anchorage public schools, the administration will take all adjustments back to
the School Board for approval and the increases to the upper limit spending back
to the Assembly for approval.

OTHER FUNDS

Food Service Fund— This fund is used to budget and account for operations of
the Student Nutrition Program. The budget for this fund covers both the direct
and indirect cost of providing meals to students and is self-supporting. These
projections do not include any increases in meal prices and it is projected that no
local tax support will be required for the Food Service Fund in FY 2009-2010.

Debt Service Fund—This fund is used to budget and account for principal and
interest payments on existing school bonds as well as the revenues necessary to
fund these expenditures. Some of the district’s bonds receive state debt
reimbursement which varies depending on the year the bond proposition was
approved. The two April 2009 bond propositions for: 1.) Service High addition
and renewal and other renewal and design projects; and 2.) districtwide building
systems renewal projects and future site selection approved by the Assembly on
February 3, 2009, have not been included in the projections. If the bond(s) are
approved by the voters in April, the district will bring back a request for an
increase to the upper limit spending authorization.

Local/State/Federal Projects Fund—Expenditures in the Local/State/Federal
Projects Fund are offset by matching revenues. Revenues available through
grants for these projects include competitively awarded grant funds, most of
which are subject to annual federal and state appropriations. Ongoing
monitoring between March and June 2009 of these grants including the economic
stimulus package, will help determine if adjustments should be made.

FISCAL YEAR BUDGET COMPARISON

The following schedule compares by fund the FY 2009-2010 projected
revenue/expenditures with those currently approved for FY 2008-2009. At this
time, unknowns still remain such as contract negotiations, mandated services,
April elections, and the effects of the economic stimulus bill that will require
further action by the School Board and Anchorage Assembly.
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REVENUE/EXPENDITURE BUDGETS

Revised Proposed % Qver
Budget Budget /(Under)
Fund FY 2008-2009 FY 2009-2010  Prior Year

General $580,915,706 $598,467,232 3.02%
Food Service 16,567,000 16,259,000 (1.86)%
Debt Service 84,326,284 85,907,658 1.88%
Local/State /Federal Projects 55,710,000 62,200,000  11.65%
All Funds $737,518,990 $762,833,890 3.43%
TAXES Approved Requested

Taxes Taxes

FY 2008-2009 FY 2009-2010 Increase

General Fund $178,556,242 $191,913,748 $13,357,506
Debt Service | 39415,466 41,033,834 1,618,368
All Funds $217 971,708 $232,947,582 14,975,874

STUDENT ENROLLMENT PROJECTIONS

FY 2008-2009 FY 2009-2010 Change
Actuals Projected Over Prior
Sept. 30, 2008 Sept. 30, 2009 Year’s Actual

Enrcliment 48,440 48,548 108
Full Time Equivalent (FTE) 48,169 48,280 111
SUMMARY

The FY 2009-2010 Proposed Financial Plan is consistent with the Anchorage
School Board’s continuing commitment to providing the best possible
educational program for all students using available resources. The Anchorage
School District requests the full support of the Anchorage Assembly for this
budget. Our community’s students deserve an excellent education, which can
only be achieved by consistently meeting their needs and setting high standards.
The district’'s programs require continued improvement and our workforce
needs the stability of attracting and retaining the best quality employees we can
recruit. The district understands student success is the community’s highest
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priority, and has incorporated citizen and agency concerns in this budget by
directing funds to those programs that directly and effectively enhance student
achievement. We are grateful for the community and staff support that
contributed to the development of this budget and look forward to approval by
the Anchorage Assembly.

Respectfully submitted,

lartl By

Carol Comeau
Superintendent

Attachments
CC/JS5/MS



EXHIBIT 1

ANCHORAGE SCHOOL DISTRICT

ANCHORAGE, ALASKA
ASD MEMORANDUM #198 (2008-2009) _ - February 5, 2009 . - -
TO: SCHOOL BOARD

- FROM: OFFICE OF THE SUPERINTENDENT M @/7%/%(/

SUBJECT:  FY 2009-2010 PROPOSED FINANCIAL PLAN (Second Reading)
ASD Goals:  Ensure public accountability through continued preparation and

publication of budget basics, and budget; and effective communications with students
staff, parents, community and government at all levels.

RECOMMENDATION:

It is the Administration’s recommendation that the School Board approve and
authorize the Superintendent to prepare the Anchorage School District’s
FY 2009-2010 Proposed Financial Plan as set forth in the projected revenue and
expenditure schedules in the memorandum (Attachments A and B). The total
budget recommendation is $762,833,890. This includes individual fund budgets
currently projected as follows:

FY 2009-2010
Financial Plan

General Fund - $598,467,232
Food Service Fund 16,259,000
Debt Service Fund 85,907,658
Local /State/Federal Grants Fund 62,200,000

Total — All Funds 762 g

The total of local tax contribution to be requested is $232,947,582.

It is further recommended that the School Board authorize the Superintendent
to adjust the budget expenditure ceiling and the tax amount in accordance with
any adjustment to changes in charter schools, enrollment adjustments, and voter
approval of the April 2009 ballot propositions.



PERTINENT FACTS:
UPDATED INFORMATION

As mentioned during the Superintendent’s presentation during the School Board
work session on January 20, 2009, the U.S. Department of Labor, Bureau of Labor
Statistics announced the official 2008 Consumer Price Index (CPI) for Anchorage,
a major component in the local property tax cap calculation. The updated rate of
4.6 percent was more than the 3.1 percent that was used in the preliminary
projections. The new CPI allowed an additional $2.7 million under the local
property tax cap calculation formula, reducing the amount of expenditure
reductions necessary to bring the expenditures in balance with the revenues.
However, the local property tax cap calculation has not been finalized. The
official five-year average population change and the new construction property
improvement amount, two other components in the property tax cap calculation
formula, have not been finalized and may change as the budgetary process
continues. In addition there are still other various unknown factors that may
impact the ASD FY 2009-2010 Financial Plan. They include as mentioned above
the finalization of the tax cap calculation, the ongoing education funding
discussions by the Legislature and interested parties, and the outcome of the
economic stimulus package that may have an impact on the district, or any
mandated expenditures brought to our attention such as the English Language
Proficiency Assessment Scoring (ELPA) which cannot be charged to the Title I
grant as in the past. Until these unknown factors are finalized it is
recommended that the School Board not make any expenditure adjustments at
this time. As updated information is provided, it will be included in the
FY 2009-2010 Financial Plan before submittal to the Assembly.

THE BUDGETING PROCESS

The budget provides a blueprint for the Anchorage School District’s educational
goals. When developing the budget, the Anchorage School District has an
obligation to its many stakeholders—the students, parents, employees, and
community members—to consider each group’s priorities and balance them
with the district’s stated mission of educating all students for success in life.
The FY 2009-2010 budget projections reflect the district’s on-going efforts to
achieve this balance, maximize performance, and contain costs.

These projections for FY 2009-2010 are prepared using the most current
information available. Existing funds and cost savings are directed to district
programs to ensure that progress is made in achieving the current School Board
goals. The budget development process is mindful of the district’s Six-Year
Instructional Plan with the responsibility of designating financial and human
resources within projected revenues.



BUDGET DEVELOPMENT

The budget development process for the district is an ongoing process that
encompasses over six months of gathering and analyzing information. The
budget continues to realign the district’s priorities, as budgeting is a progressive
process. The balanced budget concept, Alaska Public School Funding, and the
local property tax limitation necessitate early predictions of both revenues and
expenditures. Federal, state or local mandates may necessitate the district to
incorporate additional responsibilities and/or initiate new programs within the
district. Various demographic and economic factors must be evaluated for their
impact on the budget. Then, the total of all school and department budgets plus
any new facilities or change in program requirements are compared to
anticipated revenues.

Departments and schools review their programs and responsibilities; assess what
is being done during the current fiscal year and what progress is being made;
begin making plans for next year and future years; and then prepare budget
requests based on their program requirements and how they support the School
Board Goals and Mission of “educating all students for success in life.”

Input from community members, parents, students, and staff resulted in change
or elimination of existing programs or implementation of new ones. In spite of
all the uncertainties the focus still remains on evaluating the need for additional
staff, supplies, and other operating expenses. It may be determined that
efficiencies can be achieved through better resource management or teaming
with other agencies.

On November 3, 2008, a School Board FY 2009-2010 financial planning work
session was held. The revenue projections were based on the Governor and
Legislature’s adjustments to the Alaska School Public Funding formula approved
during the Twenty-fifth Legislative session. The adjustments to the Alaska
School Public Funding formula include an increase to the base student allocation
in FY 2009-2010 from $5,480 to $5,580, an increase in the intensive needs student
population (Level III) funding level from 9 times to 11 times, and a provision for
an annual Consumer Price Index (CPI) adjustment to pupil transportation
funding. The use of 3.1 percent for the CPI, estimated at that time, meant an
estimated increase from $384 in the current year to $396 for FY 2009-2010. This
amount is then multiplied by the school district’s ADM, less the ADM for the
district’s correspondence programs to calculate the pupil transportation
revenues.

The administration was also continuing to include in the projections the
Teachers’ Retirement System (TRS) and Public Employees’ Retirement System
(PERS) multi-employer cost-sharing plans. These plans provide the mechanism



of allocating the annual payments made by the state on behalf of the district for
the unfunded past service and current normal cost rates in excess of levels
specified in statute of 12.56 percent for TRS and 22.00 percent for PERS. The
projections presented assumed the rate decreases to TRS and PERS adopted by
the Alaska Retirement Management Board (ARMB) for 2010. The TRS rate
decreased from the current FY 2008-2009 rate of 44.17 percent to 39.53 percent;
and for PERS from the current rate of 35.22 percent to 27.65 percent.

At that time using the approved adjustments made in the Alaska School Funding
formula, the district faced a $7.5 million fiscal gap for FY 2009-2010.
Assumptions used for projection purposes were reviewed with the School Board.
The administration gathered suggestions and changes that the School Board
members wanted the administration to further investigate.

Guidance was given that directed the administration to build the FY 2009-2010
Financial Plan in accordance with the financial projections set forth at that time
using approved adjustments to the Alaska School Public Funding formula. In
addition, the School Board directed the administration to use a portion of the
undesignated fund balance as a funding source and still maintain an
undesignated fund balance of approximately 3.5 percent of the FY 2009-2010
projected budget after honoring the required amount agreed to with the
Municipality of Anchorage for bond rating purposes.

On November 13, 2008, the School Board authorized the Superintendent to
prepare the Anchorage School District’s FY 2009-2010 Preliminary Financial Plan.
Even direction from the School Board at the work session on November 3, 2008
to use $3.9 million of the undesignated fund balance to help eliminate the fiscal
gap, a $3.4 million fiscal gap still remained.

During the past two months as the administration proceeded forward in
preparing a FY 2009-2010 Preliminary Financial Plan in which expenditures
would equal revenues, the District’s mission of educating all students for success
in life was always at the forefront. It was also recognized that this could not be
accomplished without support and maintenance departments. Review and
reassessment of assumptions and parameters were made again. Assessment of
workload and reorganization within departments to improve efficiencies were
made. As late as January 16, 2009 updated and new information was
incorporated. The U.S. Department of Labor released on its website that the CPI
for Anchorage for 2008 is 4.6 percent allowing at this time for $2.7 million of
additional local tax revenues to close the still pending fiscal gap.

After a great deal of review, consideration and discussion, the Superintendent
presented to the School Board a balanced FY 2009-2010 Preliminary Financial
Plan totaling $762,833,980. Expenditures were brought into balance with



revenues. Some reductions were made as a result of efficiencies through better
resource management, some were made due to one-time expenditures in the
current year, and some were made to bring the expenditures in balance with
revenues. All of the reductions kept in mind the Six-Year Instructional Plan and
School Board Goals.

The administration presented the FY 2009-2010 Preliminary Financial Plan to the
School Board on January 20 and 21, 2009. The Superintendent gave a general
overview and then each administrator presented their department’s budget
identifying any major changes, including program realignments. In addition,
each administrator reviewed their program enhancements and indicated which
enhancement was their number one priority.

First Reading of FY 2009-2010 Proposed Financial Plan (1/29/2009)

The School Board considered the FY 2009-2010 Proposed Financial Plan at a
special meeting on January 29, 2009. After ongoing discussion pertaining to the
more than usual economic uncertainties still facing the district, the School Board
decided to wait until later in the FY 2009-2010 budgetary cycle to make any
adjustments to the FY 2009-2010 Proposed Financial Plan. Therefore, the total
revenues and expenditures remain unchanged in the General, Food Service, Debt
Service and Local/State /Federal Projects Funds. The Financial Plan for FY 2009-
2010 at this time totals $762,833,890.

Student enrollment, revenues, and expenditures are projected on a preliminary
basis. The following sections on Student Enrollment Projections, GGeneral Fund
Revenues and Expenditures, and Other Funds summarize the principal
financial planning factors involved in preparing these initial FY 2009-2010
projections. Major revenue and expenditure considerations and budget
development criteria are also included.

STUDENT ENROLLMENT PROJECTIONS

Student Enrollment—The most significant factor in the budget development
process is the number of students served. Enrollment projections are based on
enrollment history, profile, and both demographic and economic
considerations. The General Fund budget is developed using the FTE (full-time
equivalent) student count, weighing half-day kindergarten at one-half and
preschool students at one-half, one-quarter or three-quarters FTE, which is
consistent with their programs.

In order to project student enrollment, district staff works closely with the
municipality in utilizing the Municipality's Geographic Information System.
The following schedule summarizes the actual and projected student enrollment



information for FY 2006-2007 through FY 2009-2010 on both a full count and
FTE basis.
Actuals Actuals Actuals Projected
2006-2007 2007-2008  2008-2009 2009-2010
9/30/06 9/30/07 9/30/08 9/30/09

Total Number 49,068 48,457 48,440 48,548
Change over previous year  (521) (611) (17) 108
FTE (Full-Time Equivalent) 48,816 48,211 48,169 48,280

Variable General Fund expenditures will be revised periodically for changes in
enrollment projections. We will continue to review projected enrollment to
determine if we need to make adjustments.

GENERAL FUND

The General Fund, consisting of each school’s and department's budgets,
accounts for the majority of the district's operations and activities. Therefore,
this memorandum and most of the subsequent discussion and decisions on
balancing the budget for next year will focus primarily on estimated revenues
and expenditures of the General Fund.

Reventies

Alaska Public School Funding Program—The largest single revenue source to
the district comes from the Alaska Public School Funding Program. The School
Board and the administration greatly appreciate the Governor’s and Legislature’s
early actions to approve forward funding for education and to increase K-12
education funding. Support for higher fuel costs, utility rates, insurance and
other expenses affected by inflation, and funding to assist with meeting adequate
yearly progress as defined by state and federal regulations requires legislative
recognition and action. During this upcoming legislative session, the district will
continue to advocate for all students in our communities. Early passage of
additional educational funding will ensure solid education programs continue.

The Alaska Public School Funding Program is based on the average daily
membership (ADM)—determined by the district's enrollment and special
education intensive count—processed through a school size factor and special
needs formula to establish the district's "basic need." The required local
contribution and a percentage of the Federal Impact Aid funding that the district
receives for Federally-connected students is then subtracted from the "basic
need" to determine revenue. The Alaska Public School Funding formula defines
the required local share as being the lesser of 45 percent of "basic need"” or 4 mills
times one-half of the annual increase in assessed valuation compared to the 1999



base year of total state assessed full and true valuation of local real estate,
inventory and other taxed personal property for the second preceding year,
added to the prior year’s calculated assessed valuation. An increase to the
assessed valuation reduces the potential amount of Public School Funding
revenue. The Alaska Department of Community and Economic Development
notified the district that the assessed valuation for Anchorage has increased from
$33.080 billion to $34.912 billion.

This program is expected to provide approximately 55.8 percent of the district's
General Fund revenues excluding the TRS and PERS projected $66.5 million
annual payment by the state on behalf of the district for the unfunded past
service liability in excess of levels specified in statute.

Based on current enrollment projections, the estimated amount of funding from
the Alaska Public School Funding Program for FY 2009-2010 is $297.031 million,
which is $16.279 million more than the current FY 2008-2009 budget. The
following factors contribute to the $16.279 million increase:

e $100 increase to the Base Student Allocation (BSA) $ 6.983 million
from $5,480 to $5,580
» Increase special education intensive factor from nine 7.873 million

times to eleven times (including $100 BSA increase) for
the intensive needs student population (Level III) of 809

¢ Enrollment increase including Quality Schools 5.459 million
(47,944 to 48,548)
¢ Increase from $33.080 billion to $34.912 billion in (3.663) million
state assessed valuation
e Federal Impact Aid (.373) million
Alaska Public School Funding Increase $16.279 million

Local Property Taxes—The local property tax contribution is the district's second
largest General Fund revenue source. Projected local property tax revenue for
FY 2009-2010 is based on requesting the full amount of taxes available under
the local property tax limitation independent of the municipality’s share of the
tax cap. The amount requested is $1.9 million under the maximum allowable
local contribution permitted by the Alaska Public School Funding Program.

The local property tax limitation provides for an annual adjustment for
inflation, five-year Anchorage population change, operation and maintenance
on new voter-approved facilities, and new construction.

The U.S. Department of Labor released that the CPI for Anchorage is 4.6
percent, with confirmation by the Alaska Department of Labor. This rate is
being used by District and will be used by the Municipality of Anchorage in the



property tax limitation calculation. The CPI used in the attached planning
document therefore is 4.6 percent, up from the preliminary estimate of 3.1
percent. As determined by the State Department of Commerce, Community
and Economic Development, the five-year Anchorage municipal population
change used for planning purposes is 1.1 percent, with the official percentage
growth not available until later in the budgetary process. The projected
combined rate of 5.7 percent for FY 2009-2010 is 2.3 percent more than the
current rate of 3.40 percent for FY 2008-2009.

Included in the revenue projections are voter-approved taxes associated with
the operation and maintenance costs for the re-opening of Clark Middle School.

Approximately $13.4 million of increased taxes is available in the General Fund
at this time; final numbers may not be available until April when increased
taxes allowed on new construction or property improvement will become
finalized. However, the Anchorage Assembly must first consider and approve
the district's local property tax request.

Federal Impact Aid—The initial revenue projection for Federal Impact Aid has
been projected at 100 percent of projected entitlement, an anticipated
$13.0 million. Uncertain at this time is any student enrollment adjustment as a
result of the deployment of military personnel and the relocation of their
families. The outcome of these military decisions will have an impact on future
funding,.

The amount of Federal Impact Aid revenue each year is uncertain because it is
subject to pro-ration based on the annual funding appropriated by Congress. In
addition, the percentage of the total number of federally—connected students to
the total number of students for whom the state has direct responsibility—
including military students and children educated at Mt. Edgecumbe—and
potential formula changes, could result in fluctuations in Federal Impact Aid
funding to the district. This coupled with the fluctuation from year-to-year in the
number of students living on military land, which can partially result from on
base/post housing renovations, adds to the uncertainty of Federal Impact Aid
revenue during the budget process. We also do not know if the district will
receive prior year adjustment payments during FY 2009-2010.

Federal Impact Aid is subject to annual Congressional appropriation and other
uncertainties and will be monitored.

Fund Balance—The district's undesignated fund balance for the General Fund
is a potential one-time source of revenue. Determining the appropriate level of
fund balance required for a contingency reserve requires an exercise of
judgment. Industry standards recommend a portion of the unreserved






