HOUSE FI NANCE COWM TTEE
May 06, 2001
5:33 PM
TAPE HFC 01 — 118, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 5:33 PM

VEMBERS PRESENT

Representative El don Mul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Con Bunde, Vice-Chair
Representative Eric Croft
Represent ati ve John Davi es
Representative Carl Mses
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson

Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

None
ALSO PRESENT

Eddy Jeans, Manger, School Finance and Facilities Section
Department of Education and Early Devel opnent; Kurt Parkan
Deputy Conm ssi oner, Departnent of Transportation and Public
Facilities; Mke Tibbles, Staff, Representative WIIians.

SUMVARY

CS SB 174(FIN)
An  Act relating to education funding; and
providing for an effective date.

CS SB 174(FIN) was REPORTED out of Conmttee with
a "do pass" recommendation and wth previously
publ i shed fiscal i npact note (#1) by the
Departnent of Revenue.

CSSB 218(TRA) AM
An Act relating to international airports revenue
bonds and requiring that the spending plan for the
International Airports Construction Fund include
informati on about the anobunts spent during the
previous fiscal year for cost overruns on certain
projects and the identification of tine delays on
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certain projects; relating to custoner facility
charges to fund facilities in airports to be
constructed w thout wusing international airport
revenue bonds; and providing for an effective
dat e.

HCS SB 218 (TRA)am was REPORTED out of Commttee
wth a "do pass" recomendation and wth a
previously published fiscal inpact note (#2) by
t he Departnent of Revenue.

#sbl74

CS FOR SENATE BILL NO. 174(FIN)

An Act relating to education funding; and providing for
an effective date.

EDDY JEANS, MANGER, SCHOOL FI NANCE AND FACI LI TIES SECTI ON
DEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT provi ded
information on the |legislation. He observed that there is an
$18,385.3 million dollar fiscal note fromthe Departnment of
Education and Early Devel opnent attached to the | egislation.
He reviewed the legislation. The first section increases the
base student allocation from $3,940 to $4,010 thousand
dollars. This is a $70 dollar increase and generates $14
mllion dollars. The second section changes the required
| ocal effort provision of the foundation fornmula statute. It
establishes the required local effort in FY 01 as the base
year. |If the assessed value increases in a municipality,
only 50 percent of the increase is used in the calculation
assessing an additional 4-m| local effort in the subsequent
year. A new base woul d be reestablished each year.

Representative Croft questioned if the base year would be
1999. M. Jeans explained that the assessed val ue uses 1999,
which is what was used to calculate the required |ocal
effort for FYOl. There is a two-year lag tine.

Representative Croft questioned the cost and who would
benefit. He sunmarized that the beneficiaries would be
municipalities wwth fast grow ng assessed values. M. Jeans
agreed. He noted that the FY02 inpact would be $3.825
mllion dollars. The spreadsheet attached to the fiscal note
has a detail ed anal ysi s.

M. Jeans noted that section 3 anmends statute dealing with
facilities, which constitute a school for school size
adj ustnents. The threshold was |lowered from 750 to 424
students. This would inpact two school districts: Petersburg
and Wangell. Costs are projected at $560 thousand dol |l ars.
The total cost of the legislation is approximtely $18, 385.3
mllion dollars.

In response to a question by Vice-Chair Bunde, M. Jeans
reviewed the spreadsheet attached to the departnent's fisca
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note. The first colum shows basic need with a $70 dollar
student allocation increase. The second colum shows the
i npact on the supplenental funding floor. The Al aska Gat eway
School District would receive and additional $7,832 thousand
dollars if there were no funding floor. The third colum
shows the net increase in section one [colunm one m nus
colum 2]. The floor goes down if there is a supplenental
fundi ng as the basic need goes up.

M. Jeans observed that Petersburg's state aid and basic
need woul d go up by $71,552 thousand dollars. There is not a
suppl enental funding floor so they woul d receive the benefit
of the full increase. The required |local effort for
Pet ersburg has increased by $41 thousand dol |l ars, but under
section 2 they would only pay half. Because the threshold
was |lowered in section 3, Petersburg would go through the
funding fornmula three tines, as opposed to two, for an
addi tional $341,007 thousand dollars. Their total increase
woul d be $433, 333 thousand dol | ars.

Representative Croft questioned what schools are below the
school size of 400. M. Jeans noted that the original
version of SB 174 had a threshold of 400. Hoover Bay in the
Lower Yukon School District would be picked up at a 400-
student threshold. Hopper Bay would have gone through the
formul a once at the 400 student threshold. They currently go
through the formula twice. A 400-student threshold would
have | owered their funding.

Representative John Davies referred to section 2. He noted
that it is a benefit in the formof a reduced reduction. M.
Jeans explained that there is an increase cost to the state
because it is a reduction in the required | ocal area, which
is deducted from basic need to calculate state aid.
Represent ati ve Davi es observed that school districts do not
receive any additional funding. M. Jeans agreed and
explained that nunicipalities do not have to contribute as
much as they would without the provision. State aid repl aces
the reduced local effort. There are sone districts at the
top of the local contribution cap. The provision would
reduce the nmunicipalities' ability to contribute nore noney.
If the funding were placed in the base the cap would go up.
School districts would have the benefit of increased school
aid and nunicipalities would have the opportunity to
contri bute nore noney |ocally.

Co-Chair Mul der stated that the net affect is better than an
increase in the tax base, in ternms of contribution. He added
that in Anchorage's case and increased tax cap would be nore
than offset by the increased contribution. M. Jeans agreed
but pointed out that Anchorage is not at the cap. In areas
where the cap is reached the funding is shifted from | oca
to state funding w thout changing their position. There is
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no new noney. State aid is increased, while [ocal
contribution is decreased.

Representative Croft provided nenbers with Anmendnent 1(copy
on file).

Co- Chair Mul der provided nenbers with Arendnent 2:

It is the intent of the legislature that any increase
to the Foundation Forrmula will provide an opportunity
to nove Alaskan schools towards standards-based
education. The Legislature intends that any increase in

funding will pay for costs associated wth inproving
st udent performance by devel opi ng standards-based
pr ogr ans, including inplenentation of st andar ds,

aligning student assessnent to standards, adopting
instructional nodels based on basic skills, performnce
tasks, and projects, and adopting a standards-based
reporting system

Co-Chair Mul der explained that the anmendnent adds intent to
account for standards-based education from the allocation.
The Departnent of Education and Early Devel opnent woul d not
be required to provide an additional report.

Co- Chair Mulder MOVED to ADOPT Anendnment 2. Representative
Croft OBJECTED. He argued that the increase would help with
the inpacts of inflation. He did not think the intent should
apply to foundation fornula increases.

Co-Chair Mil der disagreed and stressed that education needs
to be directed towards standards-based education. He stated
that his support is not directed toward inflationary
increases. His support is directed toward trying to inprove
out put and perfornmance.

Representative John Davies disagreed wth Co-Chair Milder's
remarks. He observed that the calculations were based on
inflationary increases. He maintained that many nenbers are
| ooking at increasing the base anobunt due to inflationary
costs. He spoke in support of intent |anguage, which would
state that the Departnent of Education and Early Devel opnent
and school districts use their entire budget as best they
see fit to nove towards standards-based education. He
summari zed that every increased dollar would have to be
attached to sonme specific effort that was ained at the
curriculuminstead of hiring good teachers. He stressed that
an argunent could be nmade that hiring good teachers adds in
delivering the goal, but it is not specific to the activity.

Co- Chair Ml der disagreed and nmaintained that performance
can be tied to better teachers. He stated that there is a
conbi nation of factors: better teachers, utilization of new
techni ques or nore exans. He observed that studies show that
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putting nore noney into education, for the sake of putting
nore noney in, does not correlate to inproved output or
performance. He wanted to state that "we are putting new
noney and we have expectations when we put the new noney in
and that is that performance is going to inprove."

Representative Witaker pointed out that the anendnent is
intent |anguage and that school districts will spend funds
in the manner they feel is appropriate.

Co-Chair Milder stated that he discussed the issue wth
school boards and that no one opposed the | anguage.

Representative Croft argued that although no one has a
problem in seeking to increase performance though the
addition, that school districts would take the intent
| anguage seriously. He felt that school districts would
attenpt to follow the intent and that the |egislature would
hol d them accountabl e. The intent |anguage states that: "any

increase in funding will pay for costs associated wth
i nprovi ng student performance..” He observed that the intent
| anguage specifies the neans of achieving his end: "by
devel opi ng st andar ds- based pr ogr ans, i ncl udi ng

i npl ementation of standards, aligning student assessnment to
standards, adopting instructional nodels based on basic
skills, performance tasks, and projects, and adopting a
st andar ds- based reporting system"” He observed that the
| anguage does not include the hiring of new teachers.

Representative John Davies MOED to AMEND Anendnent 2 to
del ete "any" and add "the":

It is the intent of the legislature that [any] increase
to the Foundation Forrmula will provide an opportunity
to nove Alaskan schools towards standards-based
education. The Legislature intends that the [any]
increase in funding will pay for costs associated wth
i nprovi ng student performance by devel opi ng standards-
based prograns, including inplenentation of standards,
aligning student assessnent to standards, adopting
instructional nodels based on basic skills, performance
tasks, and projects, and adopting a standards-based
reporting system

There being NO OBJECTION, the anmendnent to Amendnent 2 was
adopt ed. There bei ng NO OBJECTI ON, Anmendnent 2 was adopt ed.

Representative Wiitaker felt that it would hard to argue
agai nst the hiring of new teachers.

Representative Croft MWNED to ADOPT Anendnent 1. He
expl ai ned that the anmendnent would delete sections 2 and 3
and increase the base anount. The base anpbunt woul d i ncrease
by $30 mllion dollars and $10 mllion dollars would be
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added for quality school funding. The anendnent would add a
total of $40 million dollars. He argued that the 50 percent
provi sion cones "out of no where and has ram fications that
| don't yet fully understand.” He noted that SB 174 [with
t he amendnent] would put in about the same [anpbunt of school
funding] as HB 105. He stressed that there are dramatic
differences in wnners and |osers. He provided nenbers with
a spreadsheet denonstrating the effect of Amendnent 1 and
pointed out that Petersburg and Wangell are the main
beneficiaries of SB 174.

Co-Chair Ml der spoke against the anmendnent and observed
that the anendnent would add an additional $20 nmillion
dol | ars.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Davies, Mses
OPPOSED: Bunde, Fost er, Harri s, Hudson, Lancast er,
VWhi t aker, Mul der, WIIians

The MOTI ON FAI LED (3-8).

Representative Croft MOVED to delete “425” and add “400” on
page 2, lines 16 and 22. M. Jeans explained that the 400
threshol d adversely affect Hopper Bay. The Senate change was
made to protect Hopper Bay. Any school that serves between
10 and 100 students gets counted as one school. A conmunity
with an ADM of 101 to 750 gets counted as two schools. He
expl ained that Petersburg and Wangell have three schools
but they have been counted as if there are only tw school s.
Hopper Bay has a single facility in rural Al aska serving 400
students. Since the |anguage states that each facility that
is adm nistered as a separate school shall be counted as one
school wunder the section, which would be changed to 400,
Hopper Bay woul d be reduced fromtwo to one school.

Representative Croft WTHDREW hi s Arendnent .

Representative John Davies asked the intent of the 50
percent provision. M. Jeans noted that the anendnent was
added in the Senate Finance Conmttee. He did not know the
i ntent.

Representative Foster MOVED to report CS 174 (RLS) out of
Commttee wth the acconpanying fiscal note. There being NO
OBJECTIQN, it was so ordered.

#sb218

CS FOR SENATE BILL 218(TRA) AM

An Act relating to international airports revenue bonds
and requiring that the spending plan for the
| nt er nat i onal Airports Construction Fund include
i nformati on about the anmounts spent during the previous
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fiscal year for cost overruns on certain projects and
the identification of tinme delays on certain projects;
relating to custoner facility ~charges to fund
facilities in airports to be constructed w thout using
international airport revenue bonds; and providing for
an effective date.

KURT PARKAN, DEPUTY COWM SSI ONER, DEPARTMENT OF
TRANSPORTATI ON AND PUBLI C FACILITIES testified in support of
the legislation. He explained that the legislation
aut hori zes revenue bonds for financing capital inprovenent
projects at the international airport systens: Fairbanks and
Anchorage. The airlines requested a new nethod of financing
the annual capital inprovenent program at the airports. The
state of Alaska agreed and the Ilegislation would debt
finance the annual capital inprovenents project (CIP) for
the two airports. He clarified that the annual C P s have
been cash funded through the International Airport Revenue
Fund. The airlines have requested debt financing to allow
the cost to be paid overtine. Debt financing authorization
woul d be increased. There are two years of CIP included in
the bill. The airlines that use the system pay for projects.

Representative Foster MOVED to report CSSB 218 (TRA)am out
of Conmttee with the acconpanying fiscal note. There being
NO OBJECTION, it was so ordered.

HCS SB 218 (TRA) am was REPORTED out of Conmittee with a "do
pass" recomendation and with a previously published fiscal
i npact note (#2) by the Departnent of Revenue.

#

ADJ QURNVENT

The neeting was adjourned at 6:20 p. m
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