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Submitted by: ~ Chairman of the Assembly

at the request of the
o . School Board
Ciﬁﬁ;;gg : Prepared by: =~ Anchorage School District
3y 3¢ oD —— For Reading: =~ March 12, 2013
ANCHORAGE, ALASKA

AO NO. 2013-39

AN ORDINANCE DETERMINING AND APPROVING THE TOTAL AMOUNT
OF THE ANNUAL OPERATING BUDGET OF THE ANCHORAGE SCHOOL
DISTRICT FOR ITS FISCAL YEAR 2013-2014 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 2013-2014 Proposed Anchorage School District
Financial Plan in the amount of $837,098,347 has been approved by the Anchorage
Assembly and that, of said amount, the amount of $233,419,669 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
2013-2014 fiscal year.

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

PASSED AND APPROVED by the Anchorage Assembly, this 6267‘7) day of

2013.
é- e ’}/Q,,(.L_
Chair of the Assembly
ATTEST
Municipal Clerk

AM No. 112-2013
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MUNICIPALITY OF ANCHORAGE
ASSEMBLY MEMORANDUM
AM 112-2013
Meeting Date: March 12, 2013
FROM: ANCHORAGE SCHOOL DISTRICT

SUBJECT:  AO 2013-39 ANCHORAGE SCHOOL DISTRICT
FY 2013-2014 FINANCIAL PLAN

PROPOSED FINANCIAL PLAN

The Anchorage School Board has approved the Proposed Financial Plan and
Budget for FY 2013-2014 in the amount of $837,098,347. The total recommended
budget by individual fund projected is as follows:

Percent of Funding

FY 2013-2014 Local
Fund Financial Plan Taxes Other State Federal
General $ 572,624,180 34 1 62 3
Food Service 19,417,637 25 75
Debt Service 86,314,465 47 53
Grants 41,742,065 1 3 96
Total $ 720,098,347
Percent of Revenue Sources to Total 28 1 62 9
State of Alaska TRS/PERS On-Behalf Allocations $117,000,000
Total ALL FUNDS $837,098,347

It is requested that the Anchorage Assembly approve local property taxes in the
amount of $233,419,669 and the upper limit spending authorization of
$837,098,347 for FY 2013-2014.

THE STRATEGIC GOALS

The Anchorage School Board has set high performance expectations for our
students, parents, teachers, administrators, policy makers, and community
which are embodied in the goals set for 2020 in the strategic plan described in
“Destination 2020” including:

AO 2013-39



O 0N ON O WN

U G N
N = O

13

23

J 90 percent of students will be proficient in reading, writing, and

mathematics

o Every student will show one year or greater growth in reading, writing,
and mathematics

° 90 percent of students will graduate high school

° Every student will attend school at least 90 percent of the time

J 90 percent of parents recommend their child’s school to others

e 100 percent of staff and students feel safe at school

J The district will rate in the top 25 percent of urban schools in *every* key

performance indicator

To stretch to reach these high performance goals by 2020, the Board looks
forward to working with the Assembly, Mayor, Governor, Legislature, students,
parents, teachers, administrators, business leaders and concerned citizens across
our community to realign the district on high standards, high quality
instruction and shifting resources from support to direct classroom instruction.

THE LONG RANGE FISCAL OUTLOOK

After a decade of funding increases from State, Local and Federal sources, the

fiscal outlook for the next six years appears likely to shift to flat to declining
funding in nominal terms.!

The resulting challenge is succinctly stated in the State of Alaska Office of
Management and Budget 10-year plan,
Anticipated growth in areas such as Medicaid, employee health care costs and
retirement systems costs also drive up the budget over time. The Administration
engages in discussions with legislators on how best to control these costs,
recognizing that downward adjustments to statutory formulas will be necessary
as oil revenues decline. [emphasis added]?

As the District moves into a future with a flat to declining revenue outlook, we
are challenged by the past trend of providing salary and especially benefit
increases that typically exceeded inflation -- increases made possible by
increased funding from State, Local and Federal sources. The increased funding
not only enabled salary and benefit increases in excess of inflation, but also
enabled the District to increase employee levels by around 13% while
enrollment declined 1%. Much of the increase in employees was in support
functions, including teaching assistants, information & technology support

1 Please see Board Memo #90, November 5, 2012, and Board Memo #54, November 15, 2012, for
an in-depth discussion of the long range fiscal challenges faced by the District.
2 State of Alaska Office of Management & Budget, Ten Year Plan, January, 2013, page 5.
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positions. Some of the increase can be attributed to increases in spending on a
variety of support programs.

Under flat funding projections and trend line increases in salary and benefits,
the district will need to reduce spending on the order of $25 million a year over
the next six years, requiring a workforce reduction on the order of 250 positions
per year [~4% each year].

Even if salary and benefit increases can be brought down to inflation, the
continued prospects for declining funding from federal and state sources, and
potential declines in the local property tax base associated with federal
sequestration present a combination of circumstances that will require large and
continued reductions in workforce.!

The near term and long term challenge is how to fashion staffing levels and a
total compensation package that will provide high quality instruction, attract

and retain quality employees, while balancing the budget in a flat to declining
revenue environment.

LONG RANGE PLAN

The District commissioned the Council of Great City Schools (CGCS) to conduct
a study of its staffing levels that was completed in June, 2012. The staffing level
review indicates that the District is overweight in support functions.

 EXHIBIT 26. Staffmg 'Céfeg‘oﬁes; as é’Percénfage of Total Staff in Ahéhorége selected LEAs,
Great City Schools, and School Districts with 15,000 or more Students

_|Description ] Anchorage ! Great City
. |uibrary & media support . 0.58%  0.0%

_ |Instructional cocrdmators&supemscrs . 097%
_|ubrarians & mediaspecialists  1.24%
| instructional Aides e 131%
__ |Guidance Counselors 202
~ |school Administrative Suppcrt 4.78%

_|Student support and afl support services 3. 01%, |

School Adminisirators : 2.25%

‘Source: Council of Great City Schoois, Fingl Drof, Anchorage Schoo! District Review, june 25, 2012

! See for example, Board Memo #54, November 15, 2012, Appendix 5, where holding salaries and
benefits to inflation still requires a 1% per year reduction in TRS positions and a 4% per year
reduction in PERS positions in order to balance the budget over six years.
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In addition, the staffing level review of central support functions, identified
areas where the District needed to reduce and realign staffing levels.!

After the review of peer group staffing levels, the Board determined that the
District needed to increase overall proportion of resources to classroom
instruction in a flat to declining revenue environment by reducing support
functions and preserving direct classroom instruction to the extent possible.

Furthermore, the Board reaffirmed its commitment to develop *differentiated*
classroom instruction across the district by providing training and professional
development and new streamlined technology for assessment and formative
evaluation of students so that students receive instruction targeted toward their
particular challenges rather than assuming one size fits all.

In short, the Board is realigning the District on more direct classroom
instruction, more targeted classroom efforts and high quality instruction. The
challenging fiscal environment heightens the need to move quickly, but not
precipitously, toward realignment over the next three to five years.

FY2013-2014 BUDGET DEVELOPMENT PROCESS

On July 1, 2012, the Superintendent began a process to review all open positions
and new hires for alignment with District goals and consistency with the long
range plan to reduce support functions and increase the proportion of resources
targeted to direct classroom instruction. Many positions were eliminated and
responsibilities consolidated or reassigned. The “managed attrition” resulted in
an annualized savings of roughly $4 million by October. Shortly thereafter, the
District initiated its formal budget development process with a pair of memos
describing the revenue and expense outlook for FY2013-2014, the salary and
benefit cost drivers, staffing levels and the long term challenge to bring reduce
the expense trend line by $25 million in order to balance the budget to the
revenue projections. The Board reaffirmed its alignment on direct classroom
instruction, providing a slight increase in teaching staffing levels, and reducing
support functions.

The Superintendent and management team consulted with principals, teachers,
and various stakeholders, reviewed peer group comparisons and provided the
School Board with a balanced preliminary budget on January 17th. The
balanced budget was achieved through a combination of 215 position
reductions in support functions and a 20% reduction in supplies and materials
across the district.

1 See Attachment C, Board Memo #54, November 15, 2012, Appendix 4b3.
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The School Board reviewed the budget and asked a series of questions on a
wide range of issues. The Board was provided a response to their questions at
the early meeting of February 4th [see Attachment B].

After public hearings on the budget and in consultation with the principals, the
Superintendent’s recommended budget was revised to slow the rate of
reduction in counseling services in order to provide a less disruptive transition
toward staffing levels more reflective of peer group comparisons. The
preliminary budget reduced the number of positions in the counseling suite by
21%, the revised recommendation reduced the number of positions in the
counseling suite by 15%.

The net result is the proposed direct school district budget of $720.1 million - a
reduction of roughly 6% from the current year’s budget.

FISCAL YEAR BUDGET COMPARISON

The following schedule compares by fund the FY 2013-2014 projected
revenue/expenditure budgets with those currently approved for FY 2012-2013.

REVENUE/EXPENDITURE BUDGETS (millions of $)

Revised Proposed

Budget Budget Over/(Under)
Fund FY 2012-2013 FY 2013-2014 Amount Percent
General $577.995 $572.624 $(5.371) (0.9%)
Food Service 19.043 19.418 0.375 2.0%
Debt Service 86.611 86.314  (0.343) (0.3%)
Local/State/Federal Grants 81.500 41.742  (39.758) (48.8%)
Total District Budget $765.149 $720.098 $(45.051) (5.9%)
TAX ESTIMATES (millions of $)
Proposed
Revised Budget Increase/

FY 2012-2013  FY 2013-2014 (Decrease) Percent

Total Municipal Support (FY) ~ $239.963  $233.420 $(6.543)  (2.8%)
Est. Assessed Valuation (CY) ~ $31,5293  $32,252.9 $723.6 2.3%
Estimated Mill Rate (CY) 7.57 7.30 (0.27) (3.6%)
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STUDENT ENROLLMENT PROJECTIONS

FY 2012-2013 FY 2013-2014 Change Over

Sept. 30, 2012 Sept. 30, 2013 Prior Year
Enrollment (ADM) 48,734 48,816 +82 +0.2%
Total District Budget ($ per ADM)  $15,701 $14,751 $(950) (6.1%)

SUMMARY

Anchorage faces a tough challenge - how to support its students, parents,
teachers, principals, administrators, and public leaders in their efforts to stretch
to achieve higher performance under flat to declining revenues. It is a challenge
that has been faced by many communities around the country since the economic
downturn in 2008. The communities who have risen to the challenge have
combined a focus on data-driven management for results, a steadfast desire to
continuously improve, and a passion to make education a top priority.

The FY 2013-2014 Proposed Financial Plan and Budget continues the Anchorage
School Board’s commitment to improving the education of all students in a
challenging fiscal environment.

The Anchorage School District requests the full support of the Anchorage
Assembly for this budget and in the ongoing efforts to generate a community

dialogue that focuses on building one of the best school districts in the
country.

Respectfully submittey

Jim Browder
Superintendent

JB/CS/MF
Attachments:
Board Overview, February 21 (Attachment A)

Board Overview and Summary of Major Variances, February 4 (Attachment B)
November 15, 2012 Pro Forma Budget Memo (Attachment C)




FY 2013-2014
Financial Plan Review

ATTACHMENT A
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ATTACHMENT C

ANCHORAGE SCHOOL DISTRICT
ANCHORAGE, ALASKA

ASD MEMORANDUM #54 (2012-2013) as amended and approved November 15, 2012

TO: SCHOOL BOARD
FROM: OFFICE OF THE SUPERINTENDENT
SUBJECT:  FISCAL YEAR 2013-2014 PRO FORMA FINANCIAL PLANNING

ASD Core Value: The district will be open, transparent and accountable to the public

RECOMMENDATION:

It is the Administration’s recommendation that the School Board approve and
authorize the Superintendent to prepare the Anchorage School District’s FY 2013-2014

Preliminary Financial Plan in accordance with the financial projections set forth in this
memorandum.

The budget for FY 2013-2014 is to be established for planning purposes with projected
revenues not-to-exceed $832 million.

PERTINENT FACTS:

Introduction

~ This memorandum outlines the financial planning considerations that will be used to
develop the FY 2013-2014 Preliminary Financial Plan.

This represents a reduction of $10.6 million, or 1.1 percent, from the FY 2012-2013 pro
forma planning memo [$842.6 million].

The financial planning considerations outlined in this memorandum reflect the
consideration of the long range revenue and expense outlook developed in draft Pro
Forma Financial Planning Guidance memorandum presented to the Board at the early
meeting on November 5th, 2012.



This includes individual fund budgets currently projected as follows:

FIGURE 1 SUMMARY OF INDIVIDUAL FUND BUDGETS
(millions) Percent of Fund
FY 2013-2014 Local

Fund Financial Plan  Taxes Other State Federal
General $ 569.7 34% 1% 62% 3%
Food Service 17.7 25% 75%
Grants 418 1% 6% 93%
Operating Expenditures 629.2
Debt Service 85.2 47% 53%
Operating + Capital Expenditures 7144
State Retirement System On-Behalf
Payments 1176 100%

Total - All Funds $ 832.0
|Percent of Revenue Sources to Total 28% 1% 63% 8%

Under the flat local and state revenue projection, the implementation of the federal
Budget Control Act of 2011 [Sequestration + Expiration of Tax Cuts], and the historic
trend line in salary, wages and other expenses, OMB estimates that the financial gap
between revenues and expenditures will grow to roughly $140 million in six years if
current year staffing levels remain unchanged.

This memorandum presents financial planning considerations that will be used in
developing the FY 2013-2014 Preliminary Financial Plan. In preparing the budget for
the 2013-2014 fiscal year, OMB updates revenue projections and reviews the
expenditure trend line if current staffing levels are maintained to assess the potential
financial gap between projected revenues and trend line expenditures.

The current trend line analysis yields a financial gap of approximately $25 million.

Key Considerations to Close the Gap
e Reduce health plan cost growth to inflation
e Adjust staffing levels to reflect long term revenue outlook while maintaining
direct classroom instruction and continuing alignment with Board policy and the
District Strategic Plan, Destination 2020
e Deploy fund balance for one-time strategic Board initiatives

Additional decisions incorporated inside this recommendation are specified in
Appendix 1, Pro Forma Key Policy Decisions.




Health Care Benefit Cost Growth

The cost to the District for group medical insurance for the majority of its employees
has increased from $10,680 to $16,620 per year per employee over the past five years - a
compound annual growth rate of 9.2% - which is 6.8% above inflation.

On the current trend line, health plan costs are on track to reach $28,180 per employee
in six years. If all of the group health plan pools were to hold health plan cost growth at
inflation, the cost per employee could be held to $19,270 - representing a savings of
$8910 per employee. With roughly 5,200 employees covered by group health plan pools
over the time period, the total savings in year six could amount to $45 million in FY
2018-2019 and represent a cumulative savings over the next six years of $147 million.!

But bending the health plan cost curve to inflation will not be a trivial task and is likely
to take a few years to yield savings. In the budget submission for January, the
administration will present a business plan aimed at reducing health plan cost growth
to inflation over the next few years. Among other things, the administration will
explore opportunities to pool our health plan resources with other health plans,
including the State of Alaska and other school districts, who are engaged in efforts to:

e improve the scale and efficiency of the health insurance pools

e increase focus on high value health service delivery, and

e encourage more active engagement of beneficiaries in their own health care

Finally, the administration will, in collaboration with the District’s Health Benefit Task
Force, review the health plan reserves and stop loss coverage of the Anchorage School
District health plan to determine whether, in light of current and future efforts to bend
the health plan cost curve to inflation, there may be an opportunity to reduce reserves
over time while maintaining adequate stop loss coverage, mitigating the long term
financial gap.

Staffing Level Challenges In Light of Flat to Declining Revenue
Introduction

Over the prior twelve years, enrollment fell 1.5%, while the number of employees grew
12.8% [All Operating Funds: General Fund + Food Service + Grants].

Comparing the current to prior fiscal years [FY 2011-2012 to FY 2012-2013], the number
of budgeted positions was reduced by 3%. General fund positions were reduced by 2%

1 At an estimated aggregate average salary + benefit cost of $82,190 beginning in FY 2013-2014, holding
health plan cost growth to inflation amounts to a total potential savings of 1,614 employee-years, or
roughly 20,000 student-years over the six year planning horizon.



while grant funded positions fell by 25% - primarily as the result of the expiration of
ARRA funded positions and the wind down of the Jobs Bill support.?

Federal Funding

OMB projects that federal revenue will decline from $91 million in FY 2011-2012 to $70
million in FY 2013-143 A significant factor in the continued reduction in federal
funding is the anticipated implementation under current law of the Budget Control Act
of 2011 which will result in a combination of direct reductions in federal revenue, and
indirect effects associated with enrollment reductions associated with declining
employment.*

State Funding

OMB projects that state revenue will remain essentially flat from FY 2012-2013 to FY
2013-2014, the net effect of a decline in enrollment associated with federal sequestration,
an offset in the state foundation formula for the anticipated loss of federal impact aid, a
reduction in supplemental and discretionary grants, and an increase for inflation in the
per student allocation for Transportation.’

Local Funding

OMB projects that, after taking into account the reduction in local funding associated
with SB182, which reduces the maximum amount of local tax effort allowed under the
State Public School Funding Formula by roughly $8 million, local tax revenue will
increase roughly $0.4 million associated with prior year increases in local property
valuations. Other non-tax local revenues are expected to remain flat, the net result of
flat interest earnings, declines in facility rentals and activity fees, and a slight increase
in e-rate reimbursements.

Combination of Federal + State + Local Revenue + Trend Growth in Salary & Benefits
The net effect of flat to declining revenue and continued growth in salary and benefits
present a $25 million financial gap in FY2013-2014.

2 See page 73 and page 74 of the Comprehensive Annual Financial Report, FY ending June 30, 2012 for the
relative size of the “Education Jobs Fund” and “ American Recovery and Reinvestment Act (ARRA)”
expenditures.

3 See Appendix 3A.

4 See Appendix 3A

5 Please note that in prior years, the Pro Forma memoranda did not include potential supplemental and
discretionary grants from the Legislature. OMB has included a $6 million placeholder based on a high
level reconnaissance review of the past five years tempered by a declining revenue outlook for the State.
In addition OMB is measuring the change in state revenue from the post-legislative session approved FY
2012-2013 budget to the FY 2013-2014 projection period. This subsumes a shift of approximately $8
million in support from local taxes to the state foundation formula associated with SB182 which occurred
after last year’s Pro Forma memorandum was written,



Over the next six weeks, the administration will work to close that gap. The
administration will endeavor to maintain direct classroom instruction to the extent
possible while carefully reviewing opportunities to consolidate and realign support
functions across the organization through the active management of vacancies and
reductions and realignments in positions through attrition.

Pupil To Teacher Ratio

The current Board pupil to teacher ratio (PTR) guidance is projected to result in basic
direct classroom instruction teacher FTE of 1828 which equates to roughly $177.9
million at trend line salary and benefits.®

If the PTR guidance is rounded up, there are slightly more students per teacher in
aggregate and, all other things being equal, fewer teachers are required to serve the

same population of students. Rounding up reduces the projected expenditures by
about $4 million.

If the PTR guidance is rounded down, there are slightly fewer students per teacher in
aggregate and, all other things being equal, a few more teachers are required to serve

the same population of students. Rounding down increases the projected expenditures
by $2.2 million.

The administration recommends rounding down all grades to establish the new
baseline PTR goal. The net result will be an increase of 14 Elementary teachers, two
middle school and seven high school teachers, for a total of 1851 FTE.

Vacancy Rate & Attrition Management

In prior years, the combination of the management of the vacancy rate and reductions
in staffing levels through attrition may have been able to yield on the order of $6.3
million in salaries and benefits in what the FY 2012-2013 approved financial plan
characterized as an “attrition adjustment.”

However, historic vacancy rates and the potential to reduce cost growth through
attrition appear to be declining as many heretofore more transient or part-time
employees are seeking and holding on to more stable employment in the face of
continued reductions in federal grant funds, elimination of summer school
employment, a large reduction in summer seasonal employment, and reductions in
part time employment opportunities.”

6 See Appendix 4C, pages 18 & 19. Also note that the PTR guidance is a baseline teacher pool that does
not include certain separate pools, including Elementary physical education, health, music, art, and
world languages Teachers, and TAs and Librarians across all levels (Elementary, Middle, High,
Alternative, Special and Charter).

7 Among other things, it may be useful to consider that while overall nonfarm wage and salary
employment has been flat year over year in Alaska, seasonally adjusted construction sector employment



The administration will continue to review vacancy rates and emerging attrition
opportunities and delineate the extent to which those opportunities will be used to
close the $25 million gap in FY 2013-2014.

In addition, the administration is reviewing and updating the staffing level
benchmarking and organizational structure analysis initiated in the Council of Great
City Schools report in June 2012 as part of the effort to streamline support functions
across the organization.

The combination of management of health plan costs and reserves, vacancies, potential
attrition opportunities, and streamlining of support functions across the organization
may yield on the order of $12 million in FY 2013-2014, there remains a $12 million gap.

Fund Balance
A portion of the financial gap can be bridged using fund balance to the extent that:

e the fund balance remains adequate to sustain the District through annual cash
flow cycles, which may become more uncertain with the implementation of the
Budget Control Act of 2011

e the purposes to which the fund balance is deployed are limited to the one-time
up-front investment portion of strategic Board initiatives

Historically, the school board has recommended a sustained level of unassigned fund
balance between 3.25 and 3.5% of General Fund.

The district’s unassigned fund balance for the General Fund is roughly $23.7 million, or
roughly 4% of projected annual General Fund expenditures at the trend line.

In addition to consideration of the unassigned fund balance of $23.7 million and health
insurance reserves previously mentioned, the administration will review the nature
and extent of the items in the assigned fund balance of $57.5 million to ascertain
whether some of the previously assigned encumbrances within the assigned category
may be reprogrammed for the one time investment for strategic board initiatives, e.g.,
initial investment phases of response to instruction and common core initiatives.

Assuming the combination of unassigned fund balance and previously assigned fund
balance encumbrances that could be reprogrammed to higher priorities might total $28
million and the Board wishes to maintain a cap on unassigned and reprogrammable
fund balance at 3.5% of total general fund expenses [$20.8 million] in order to avoid

in Alaska fell by 15-20% year over year [U.S. Bureau of Labor Statistics, April - September 2012 vs. April
- September 2011].

8 See p. 35 of the CAFR (FYE June 30, 2012) for a list and description of the fund balance as of June 30,
2012.



excessive under deployed financial resources, it may be prudent to consider using up
to $7 million in fund balance for the one time up-front investment portion of
strategic board initiatives supporting Destination 2020.

After all of the foregoing considerations, the balance remaining on the fiscal gap may
be on the order of $5 million.

SUMMARY

The administration will endeavor to continue its evaluation of all programs to ensure
continued alignment with the overall goals and initiatives of the school district. Our
assumptions in preparing these initial FY 2013-2014 projections are based on, but not
limited to, the following criteria:

* Balanced budget for presentation to the Anchorage Assembly—expenditures
equal revenues

* Local property taxes—no increase in the mill rate beyond the maximum local
contribution allowed under the State of Alaska Public School Funding Program

e Alaska Public School Funding Program —no change in the base student
allocation of $5,680; 20 percent special needs [list descriptors] funding factor;
and 1.5 percent CTE funding

* Quality schools grant—no increase to per pupil amount of $16

e Transportation - increase in the per pupil rate from $449 to $456

e State reimbursement funding for the Certificated and Classified Retirement
Systems based on the Alaska Retirement Management Board rates projected by
their latest Actuarial Reports [Buck Consultants, July 2012]

e Federal grant revenues will decline by roughly 8% with the implementation of
the Budget Control Act of 2011 [Sequestration]

o The implementation of the Budget Control Act of 2011 [Sequestration +
Expiration of Tax Cuts] will result in a net reduction of approximately 1.5% to
3.0% of State GDP over the next two to three years and is likely to result in
associated reductions, with a lag, in employment and enrollment

¢ Continuation or expansion of programs to be funded within existing resources

o The use of up to $7 million in fund balance will be limited to the one time up-
front investments in realignment necessary to implement the strategic initiatives
of the Board, e.g., Response to Instruction, Common Core and Destination 2020.

Attachments

JB/CS/MF

Prepared by: Mark Foster, Executive Director, Office of Management Budget
Approved by: Chad Stiteler, Chief Financial Officer



Appendixes

1.

2.

Pro Forma Planning Key Policy Decisions
Pro Forma Planning State Revenue Forecast
a. State of Alaska Oil Revenue Forecast

Pro Forma Planning Federal Revenue Forecast Budget Control Act of 2011
i. Federal Sequestration:
1. Direct grant revenue: -8%
2. Employment and gross state product: -1.5% to -3.0%
ii. Expiration of Tax Reductions
1. Gross state product: -1.0%

Pro Forma Planning Expense Drivers
a. Salary & Benefits Trend Line
b. Staffing Levels
i. Trend Line
ii. Functional Analysis
iii. Draft CGCS staffing comparable quartile analysis
c. Pupil Teacher Ratio Guidance
i. Current PTR, Round Up, Round Down, Combination Options

Long Run Fiscal Gap
a. Magnitude of Challenge to Close the Emerging Gap
i. Expense trend line fiscal gap under Flat local + state base student
allocation, federal sequestration/ tax reduction expiration scenario
ii. Basic options to bring expense trend line down to flat revenue
scenarios
1. Build, hold, reduce
a. Direct classroom instruction [primarily, but not
exclusively TRS]
b. Support functions [primarily, but not exclusively
PERS]



APPENDIX 1: Pro Forma Planning Key Policy Assumptions

1.

o8

Federal Revenue
1.1. Full implementation of Budget Control Act of 2011
1.1.1. Federal Sequestration
1.11.1. 8% reduction in federal spending
11.1.2.  1.5% reduction in employment growing to 3%
1.1.1.3. Concurrent reductions in enrollment
1.1.2. Expiration of Tax Cuts
1.1.2.1.  $500-$600 million increase in taxes; ~1% reduction
1.2. Monitor continuing developments for potential partial implementation
1.3. Identify, on a case by case basis, potential opportunities to rebalance general
fund resources to backfill the loss of federal funding, mindful of the risk that
additional state and local support may be difficult to reduce if and when federal
funding may be forthcoming

State Revenue

2.1. Assume $5680 Base Student Allocation

2.2. Incorporate $6 million state supplemental into baseline

2.3. Assume enrollment declines associated with the implementation of the Budget
Control Act of 2011 will begin in FY 2013-2014 and continue through following
years

2.4. Pupil transportation reimbursement increase of 1.5%, from $449 to $456 (SB182)

2.5. State continues to make “on-behalf” payments for TRS and PERS retirement
system liabilities, holding the percentage contribution from school districts at
the same level

2.6. State continues to reimburse school districts at the same level for eligible capital
improvement programs

2.7. State continues to provide energy efficiency grants and loans that enable school
districts to make energy efficiency investments which reduce the long term
exposure to increased natural gas and electricity rates

Local Revenue

3.1. Assume reduction from prior years of approximately $8 million associated with
reduction in Maximum Allowable Local Tax Contribution under the State Public
School Funding Program (SB182)

3.2. Preliminary estimated reduction in mill rate for School District general fund
and debt service from 7.57 in current year to 7.345 in preliminary pro forma
projection for FY 2013-2014

3.3. Potential reductions in local property taxes associated with implementation of
Budget Control Act of 2011 on January 1, 2013 begin to roll through the
economy and property tax valuations beginning in January 1, 2014 which in turn



3.4.

begin to roll through the State Public School Funding Program Maximum
Allowable Local Tax Contribution in FY 2015-2016

User fees and charges ~ assume programmed increases in user fees are offset in
part by reductions in collections under economic distress as federal funding
reductions, including the decrement associated with implementation of the
Budget Control Act of 2011, roll through the economy

. Fund Balance Target Levels

4.1.

4.2.

4.3.

44.

45.

4.6.

52.

53.

Historic policy guidance has suggested the unassigned fund balance should be
in the 3.5% range to provide for adequate reserves to cover short and
intermediate term fluctuations in revenues and expenditures

Fiscal Year End 2012 unassigned fund balance was $23.7M on $644M in general
fund expenditures [3.7%]

Fiscal Year End 2012 assigned fund balance was $57.5M. OMB anticipates that
some portion of the previously encumbered funds within those assigned
categories may be reprogrammed to higher priorities.

Fiscal Year End 2012 unrestricted health plan reserves were $10.6 million. OMB
and HR will review the health plan reserves in the context of the overall self-
insurance plan, stop lose coverage, and plans to hold health plan inflation to
The combination of the unassigned fund balance, the assigned fund balance but
potentially available to be reprogrammed for the high priority strategic initial
pool, health plan reserves and stop loss coverage that may be adjusted to reflect
future plans, and equipment replacement fund reserves may be on the order of
$28 million. This represents over 4% of gross projected general fund
expenditures in FY 2013-2014

Strategic deployment of roughly $7 million from the unassigned and potentially
available for reprogramming pools would bring the potentially available for
investment fund balance back down to the 3.5% range and reduce the risk of
under deployed resources

. Fund Balance Uses
5.1.

The use of fund balance should be restricted to the up-front investment (not
ongoing operating cost) associated with high value strategic priorities to avoid
the creation of a long term program constituency who relies upon fund balance
for continued operations

The district is in the process of making significant investments in changed
process - in direct classroom instruction, instructional support and system wide
operations and administration

The high priority strategic Board initiatives are the first priority for the portion
of the fund balance that is available for investment, e.g., response to instruction,
new common core curriculum

10



6. Expenditure Guidance

6.1. Continue to align district resources on Board Goals and the Strategic Plan,
Destination 2020

6.2. Renew initiative to improve long term value of health plans; build business plan
to hold annual cost growth per employee to inflation to mitigate long term
layoff pressures :

6.3. Maintain Direct Classroom Instruction to the extent practical given financial
resources available

6.4. Round prior year pupil-teacher ratio guidance and provide analysis of history
and outlook of class size across the district

6.5. Streamline support functions to the extent practical

6.5.1. Review and update the Council of Great City Schools Benchmarking
Study

11



APPENDIX 2A: State of Alaska Revenue Forecast ~ Mark to Market illustration of
State Budget Outlook Pressures

State of Alaska Unrestricted General Fund Revenue
"wark to market” using BRENT Crude Oil ICE Futures price trajectory- November
9, 2012; operating budget reduction from 6% to 3% CAGR, & "flat” capital budget

12,000 - .
The gap between unrestricted general
fund revenue and expenditures growsto
10,000 - 53 b;Ih'on by FY2020. Expenditures are
60% higher than revenues.
8,000 L
w
.5 & Capital Budget
E 6,000 ® Operating Budget
prs 2 GF Revenue
4,000 -
2,000 -
0 ; :

2013 2014 2015 2016 2017 2018 2019 2620
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APPENDIX 3: Federal Revenue Forecast
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EXPENSE DRIVERS - SALARY & BENEFIT TREND LINE

APPENDIX 4A

School District

age S

Anchor
Aggregate Average Salary & Benefits per FTE

{20128 - GDP Implicit Price Deflator)

# Salary per FTE @ Benefits per FTE

i

314 12d ($Z102) [B9Y

€10¢
T10¢
102
010t
600¢
8007
2007
900¢
S00¢
002
£00T
007
1002
0002
6661
8661
L661
9661
5661

661

14



APPENDIX 4B1: EXPENSE DRIVERS - STAFFING PER STUDENT - HISTORY &
TREND LINE OUTLOOK AT 1% DIRECT/4% SUPPORT ATTRITION

ASD Staffing Levels per 1000 Students
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APPENDIX 4B2: EXPENSE DRIVERS - STAFFING LEVELS - FUNCTIONAL
ANALYSIS

Anchorage School District Staffing Level History
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APPENDIX 4B3: EXPENSE DRIVERS - STAFFING LEVELS - COMPARABLES

Draft Council of Great City Schools Re
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Support Staff Report Staff
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APPENDIX 4C: BASIC PUPIL TEACHER RATIO GUIDANCE OPTIONS

ENROLLME;NTSEENAR‘QS o Actuals PriorVearéCurremYearl Budget Dev‘tl Projection : :
7 Federal $ Sequestration | -2 -1 o 1 2, 3 4 5 6
‘ Julyl 2010 2011 2012 2013 2014 2015 2016 2017 2018
June 30th] 2011 2012 2013 2014 2015 2016 2017 2018 2018
Enroliment : 48,378 48,304 47,729 46,916 46,104 46,013 45,923 = 45,832

4 Pupil Reference Case

2050 205 205 205 205 205 205
2100 210 210 210 210 210 210
24.25 243 243 243 243 243 243
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2725 273 273 273 73 23 73
2941 284 294 294 29.4 k 294 29.4
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ENROLLMENTSCENAR‘OS Actuals | PriorYear | Current Year | Budget Dev't ‘ Projection | ; :
? Federal § Sequestration | -2 -1 0 1 2 3 4 S5 .6
Julyl] 2010 2011° 2012 2013 2014 2015, 2016 2017 2018
June30th] 2011 20120 2013 2014 2015 2016 2017 2018 2019
Enroliment ' 48,378 48304 47,729 46916 46104 46013 45923 45832
2 Pupil Teacher Ratio Guidar ROUND DOWN SCENARIO
‘ : LK 2050, 200 200 200 200 200 20.0
1 2100, 210 210, 210 210, 210 21.0
2 24.25 240 240 240 240, 240 240
3 24.75 240 240 240 240 240 24.0
4 2525. 250 250 250 250 250 250
5 2525 250 250 250 250 250 250
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HS $94,526 $98,980 :$103,370 | $107,669 : $112,205 ES].16,989 1$122,043

[OTAL COST (millions $)

$180.1

Round K-6 Down; Round 7-12 Up

id
K ..250. 200 200 200 200 200 200
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5 2525 250 250 250 250 250 25.0
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T ..2725 280 280 280 280 280 280
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‘ 1,847 1,825 1,794 1763 1761 1754 1751
vg Salary +ASD Benefits PRV ARV N NSNS SO RS S
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MS | $03,155,  $97,545 $101,886 $106,140  $110,630 8 $115,366 $120,372
HS $94,526 $98,980 | $103,370 : $107,669 1$112,205 : $116,989  $122,043

"OTALCOST(millions $)

$171.6
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APPENDIX 5: LONG RUN EXPENDITURE PROFILE - SUMMARY OF
ALTERNATIVE SCENARIOS (Attrition, Salary & Benefit CAGR)

Hold Classroom/Hold
Support FY13i4

FY1819 l

Fy1415 | FYi516 | FY1617 | FY1718

2544 2544 2544 2544 2544 2544
§72,615  $74,793 $77,037 $79,348 $81,729 $84,181
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3680 3680 3630 3680 3680 3680
$41,406 $42,648 $43,928 45245 46,603  $48,001
$26,534 $27,860 $29,253 $30,716 $32,252 $33,864
$250.02 $269.31  $279.54  $290.18  $301.26 [1s1sindes
853412  $574.84 $596.43 $618.89 $64224|  1.00

Growth (FY1213)

Y1213 16 $5992  $8151 $103.97
Growthindex .
Build
Classroom/Reduce
Support FY1314 | FY1415 | FY1516 | FY1617 | FY1718 | FY1819 | TARGET
TRS : : o !
2544 2631 2720 2813 2509 3008 3111 3112
70500| $72,615  $74,793 ° $77,037 $79,348 581,729 $84,181 '
27200] $39,060  $41,013 ¢ $43,064  $45,217 | $47.478 549,852
Millions| $293.79 ° $315.05 $337.87 ° $362.38 . $388,70 . $416.97

: 3 4 v
3579 3480 3385 3292 32001 3113 :
$41,406 $42,648 $43,928 $45,245 $46,603  $48,001
$26,534 $27,860 $29,253 $30,716 $32,252 $33,864

$245.40  $247.69  $250.03 $252.42  $254.85 |rvis19inge
 $50044 $585.56 $61241 S641.12 S67182|  1.05

ToTaLism) $514.92

Growth (FY1213) 52 $70.65 $9750 $126.20
Growthindex .
Hold
Classroom/Reduce
Support FY1314 | FY1415 | FY1516 | FY1617 | FY1718 | FY1819 | TARGET
TRS , ,
: 2544] 2544 2544 2544 2544 2544 2544 2544
70500| $72,615 $74,793  $77,037 $79,348  $81,729  $84,181 |

37200 $39,060 $41,013  $43,064 $45,217 $47.478  $49,852
Mi $284.10 $294.61 $305.54 $316.89 $328.70 $340.98

8,
&5
i

60| 3570 2463 3359 3258 3160 3065
; | 40200| $41,406 $42,648 343,928 $45,245 $46,603 $48,001
so 25270| $26,534  $27,860 $29,253  $30,716 $32,252  $33,864

£

$2252 $20414 $245.79 $:747 $2919  $250.94 [rnisioe
5526.67  $538. $564.37 $5 _ $581.9 0.92

- YoTALESM) ;57&:333;32
Growth (FY1213)
Growthindex

20



Hold Benefit
Growth to inflation
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FY1617
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FY1819

TRS

53
L
e

0% 2544
0% RSO0
sdillions

Growt%z iaﬁex

Attrition: 1% Instructional/1% support

2519 2493
$72,615  $74,793
$38,130  $39,083
$278.92 $283.94

3643 3607

$41,406 542,648

$25,902  $26,549

2468
$77,037

- $40,060

$289.05

3571

$43,928

§27,213

2444
$79,348

$41,062
$294.25

3535
$45,245

$27,893

$258.55

2419
$81,729

$42,088
$299.55

3500
$46,603
$28,591
526315 5267

$24§2 74

$24.56

$248.26

Hold Benefit = .
Growth to inflation | FY1314 FY1516 | FY1617 | FV1718 | FY1819
Attrition: 1% Instructional/2% support
TRS ; ~ A
99.0%  2544| 2519 2493 2468 2444 2419 2395
30%  70500| $72,615 $74,793 $77,037 $79,348 $81,729 $84,181
1.5% 37200| $38,130 $39,083  $40,060 $41,062 $42,088 $43,141
Millions| $278.92  $283.94  $289.05 $294.25 $299.55 $304.95
3606 3534 3464 3394 3326 3260
i0200| $41,406 $42,648 543,928 345,245 $46,603  $48,001
70| $25,902 $26,549 $27,213 $27,893 $28,591 $29,305

$250.13

$252.01
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Hold Benefit
Growth to Inflation | FY1314 | Fv1415 | FY1516 | FY1617 | FY1718 | FY1819
Attrition: 1% Instructional/3% support
TRS f

2519 2493 2468 2444 2419 2395
$72,615 $74,793 $77,037 $79,348 $81,729 $84,181
$38,130  $39,083 $40,060 $41,062 $42,088 $43,141
$278.92 $283.94 $289.05 $294.25 $299.55 $304.95

357¢ 3463 - 3358 3258 3160 3065
$41,406 $42,648 $43,928 545,245 346,603 $48,001
$25,902 = $26,549 $27,213  $27,833 $28,551  $29,305
$240.26 ‘5239 6{3 3238 94 3238.28 : 3237,62 ;
:353933,; S

w}'ﬁﬁSw $S3ﬁr 92
Growth {svmzs
Growth index

Hold Benefit
Growth to Inflation | FY1314 | FYi415 | FYI516 | FY1617 | FY1718 | FY1819
Attrition: 1% Instructional/4% support
TRS

| 2519 2493 2468 2444 2419 2395
0| $72,615 $74,793 $77,037 $79,348 $81,729 $84,1si
$38, W% s.ﬁ;ggos;‘% $40,060 301,062 $42,088  $43,141

s 42  $299.55  $304.95

3533 3391 3256 3126 3001 2881
$41,406 $42,648 $43,928  $45,245 $46,603  $48,001
$25,902  $26,549 $27,213 $27,893 $28,591 $29,305
s| $237.78  $234.68 $231.62 s:zs.go $225.62  $222.68
51670 $518.62 sszs 67 $52286  $527.64

s
102
Hold Benefit | Fv1314 | Fv1415 | Fvisie | Fvie17 | fFvizis | Fvisie
Attrition: 2% Instructional/4% support :
TRS

2493 2443 2394 2347 2300 2254
$72,615 $74,793 $77,037 $73,348 $81,729 $84,181
$38,130 $39,083 $40,060 $41,062 $42,088 $43,141
s| $276.10 $278.23 $280.38 $282.54 $284.73  $286.93

3630|3533 3391 3256 3126 3001 2881
40200| $41,406 $42,648 $43,928 $45245 $46,603  $48,001
25270 $25,902  $26,549 $27,213 $27,893 $28,591 $29,305
$237.78  $234.68 $231.62 $228.60 $225.62 $222.68
$513.89 $512.81 S512. aﬁ, $511.15 $510.35 $509.61

: iilions
totaLismM) $514.9
Growth (FY 13}
Growth index
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Municipality of Anchorage
MUNICIPAL CLERK'S OFFICE

Agenda Document Control Sheet

(SEE REVERSE SIDE FOR FURTHER INFORMATION)

1

SUBJECT OF AGENDA DOCUMENT

AN ORDINANCE DETERMINING AND APPROVING THE

A N
=)

A
DATE PREPARED T =~

TOTAL AMOUNT OF THE ANNUAL OPERATING BUDGET

2013 MAR - AM1l: 38

OF THE ANCHORAGE SCHOOL DISTRICT FOR ITS

Lbtnns UFFICE

FISCAL YEAR 2013-2014

Indicate Documents Attached

[Xlao [1AR [ m

DEPARTMENT NAME

Chief Financial Officer

DIRECTOR'S NAME
Chad Stiteler, Chief Financial Officer

w

THE PERSON THE DOCUMENT WAS ACTUALLY PREPARED BY

Chad Stiteler, Chief Financial Officer

HIS/HER PHONE NUMBER

907-742-4369

COORDINATED WITH AND REVIEWED BY

INITIALS DATE

Mayor

Heritage Land Bank

Merrill Field Airport

Municipal Light & Power

Port of Anchorage

Solid Waste Services

Water & Wastewater Utility

Municipal Manager

Cultural & Recreational Services

Employee Relations

Finance, Chief Fiscal Officer

Fire

Health & Human Services

Office of Management and Budget

Management Information Services

Police

Planning, Development & Public Works

Development Services

Facility Management

Planning

Project Management & Engineering

Street Maintenance

Traffic

Public Transportation Department

Purchasing

Municipal Attorney

Municipal Clerk

Other: Anchorage School District

Jim Browder, Superintendent {7~ #+— B

4 MARYH Zoi>

Chad Stiteler, Chief Financial Officer#y ¢ €S

9 Mt i3

o

Special Instructions/Comments

ASSEMBLY HEARING DATE REQUESTED

March 12, 2013

PUBLIC HEARING DATE REQUESTED
March 26, 2013
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