M NUTES
SENATE FI NANCE COWM TTEE
April 20, 2001
1: 08 PM

TAPES

SFC-01 # 81, Side A

CALL TO ORDER

Co-Chair Pete Kelly reconvened the neeting at approximtely 1:08
PM

PRESENT

Senat or Dave Donl ey, Co-Chair
Senator Pete Kelly, Co-Chair
Senator Jerry Ward, Vice Chair
Senator Loren Leman

Senat or Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Lyman Hof f man

Senat or Donal d O son

Al so Attendi ng: EDDY JEANS, Manager, School Finance and Facilities
Section, Education Support Services, Departnent of Education and
Early Devel opnent.

SUMVARY | NFORMVATI ON

SB 174- EDUCATI ON FUNDI NG
The Committee considered five anmendnents and adopted four. The

Commttee heard from the Departnment of Education and Early
Devel opnent and the bill reported fromCommittee.

[ This meeting had been recessed to the call of the chair. M nutes
for the earlier portion of the neeting are recorded separately.]
#SB 174

SENATE BILL NO 174
"An Act relating to education funding; and providing for an
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effecti ve date.”

This was the second hearing for this bill in the Senate Finance
Commi ttee.
Amendnent #1: This anmendnent inserts a new bill section on page 2,

following line 17 to read as foll ows.

Sec. 3. AS 14.17.510 is anmended by adding a new subsection to
read:

(c) Notwithstanding AS 14.17.410(b)(2)(A) and the other
provisions of this section, if the assessed value in a city or
bor ough school district determ ned under (a) of this section
i ncreases fromthe base year, only 50 percent of the increase
in assessed value nay be included in determning the assessed
value in a city or borough school district under (a) of this
section. The limtation on the increase in assessed value in
this subsection applies only to a determ nation of assessed
val ue for purposes of calculating the required contribution of
a city or borough school district under AS 14.17.410(b)(2)(A)
and 14.17.490(b). In this subsection, the base year is 2000.

Senat or W1 ken noved for adoption.
Senat or Hof f man obj ected for di scussion.

Senator W/ ken spoke to the anendnent, saying that the current
education foundation funding fornmula is cal cul ated using student
popul ation nultiplied by student dollar, which equals the "basic
need" and from that anount, the required local contribution is
subtracted. He defined local contribution as the anobunt each
community in organi zed areas of the state is required to contribute
before qualifying for state funding. He stated the | ocal
contribution is the equivalent of four mls of the "full and true
assessed value" of the property contained within the boundary of
the organi zed community.

Senator W1l ken detailed how, under current statute, each increase
in assessed value is passed along to property owners as an increase
in the anount of property tax due for the Ilocal education
contribution. He explained that this amendnent provides that the
state splits the cost of increases in assessed property value with
the property taxpayer so that instead of paying four mls toward
the | ocal education contribution, the property owner only pays two
mls on any assessnent increases. He characterized this amendnment
as a property tax relief for "all of organized Al aska."
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Senator W/ ken opined this amendnent, "recognizes the fact that the
state and the conmunities are in a joint effort to make this a
better place to live and to do that through having a better
education system"”

Senator Hoffrman referred to the anendnent's acconpanyi ng wor ksheet,
"I npact of Senate Bill 174 Amendnent by Senator W I ken" and asked
why sone of the required |local increases are shown as a negative,
when the amendnent sponsor stated, "everyone was benefiting."

Senator Wl ken replied this is a function of the increase or
decrease in assessed value. He noted that if the assessed val ue
decreases in an organi zed community, there is no "increased need
because the assessed val ue hasn't gone up."

Senator Hoffman asked for <clarification that the comunities
show ng negative figures have decreased assessed val ues.

Senator WIlken affirmed and pointed out that the figures are
"relatively correct” in their application to this amendnent.

Senator W1 ken noted that of the predicted $8 million increase in
revenue for the state resulting fromincreased assessed val ues, the
property taxpayers would only have to contribute $4 mllion.

Co-Chair Kelly enphasized that under this amendnent, "no comunity
has to end up paying nore" and that communities qualifying for the
provi sion would "qualify to pay less.” He added that the current
four-m 1 equival ent would apply to any community wth a decreased
assessed val ue.

Senator Hoffran asked if the estimated increase to the state
general fund is $3.7 mllion.

Senator Wl ken affirnmed. He added that the figures provided are
based on Departnent of Education and Early Devel opnent projections
for FY 02.

Co-Chair Kelly was wuncertain whether this anmendnent provides
i ncreased funding to the general fund.

Senator Lenman explained it results in an increased liability to the
general fund.

Senator Austerman asked if this anmendment was an incentive for
communities to rai se assessed val ues.

Senator Wl ken replied that assessed value is based on a nunber of
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factors. If the |l ocal econony is healthy, he said, assessed val ue
shoul d increase on a regular basis. He surmsed that if assessed
val ues continually decrease there are several incentives to inprove
t he econony.

Co-Chair Kelly added that assessed value is established by |aw or
| ocal ordi nance and would be difficult to mani pul ate. He suggested
that a comunity would need to ensure current recordings of
assessed val ues.

Senator W/ ken agreed and stressed it is a function of |aw and that
organi zed communities in Alaska have an established assessor
process.

Senat or Hof f man asked the reasoning for this amendnent.

Senator W/ ken responded that because of the recently failed ball ot
proposal to limt the ml| rate to ten mls, the public is clanoring
for tax relief and this anendnent provides sone. He continued that
the |l egislature works to nmake the state nore successful, which is
nmeasured in assessed val ue, but then the successes are passed al ong
to the community in the formof higher taxes. He saw this anendnent
as a partnership between the state and |local mnunicipalities to
i nprove assessed val ues.

Senator Austernman commented that a nunber of comunities in
Sout heastern Al aska show no increases in assessed values. He
attributed this to the state of the tinber industry.

Aroll call was taken on the notion.

IN FAVOR Senator Leman, Senator Ward, Senator W /I ken, Senator
Aust erman, Senator Green, Co-Chair Donley and Co-Chair Kelly

OPPCSED: Senator 4 son and Senat or Hof f man
The notion PASSED (7-2)

The anendnent was ADOPTED

Senator WIlken directed nenbers' attention to material to be
distributed that was supplied by the Mat-Su Borough school district
along with a chart showing the full and true value change in
Anchor age, Fairbanks, Juneau, Kenai, Mat-Su and the statew de.
[ Copies on file.]

Amendnent #2: This anendnent changes the average daily nenbership
(ADM) in Section 3(2) from400 to 425. The anended | anguage reads
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as foll ows.

(2) a coomunity with an ADM of at |east 101, but not nore
t han 400 [750], shall be counted as
(A) one elenentary school, which includes those
students in grades kindergarten through six [6]; and
(B) one secondary school, which includes students in
grades seven [7] through 12;

New Text Underlined [ DELETED TEXT BRACKETED

Co- Chair Donl ey noved for adoption
The amendnent was ADOPTED wi t hout objection or discussion.
AT EASE 1:18 PM/ 1:21 PM

Amendnent #3: This conceptual anendment inserts new | anguage in
Section 1 (b)(2) on page 2 following line 14 to read, "subsection
(B) islimted to districts in which the per student assessed val ue
is not |less than $2,000, 000."

Co-Chair Donley explained this would limt the effect of the
increase to 100 percent of a district's basic need to only those
communities that currently have a per pupil assessed val ue of over
$2 mllion.

Senator Hoffman stressed, "This is a pretty nonunmental change
affecting all school districts in the state," and requested a
representative from the Departnent of Education and Early
Devel opnment address the anmendnent.

AT EASE 1:22 PM/ 1:26 PM

Senat or Hof f man gave a scenario of a school burning down and asked
if this anmendnment would "hanstring” the rebuilding of that school
if it were in a district that exceeds the $2 mllion assessnment
amount. He wanted to know if the school district would be unable to
i ssue new bonds to cover construction costs.

EDDY JEANS, Manager, School Finance and Facilities Section,
Educati on Support Services, Departnent of Education and Early
Devel opnent, testified that because he had no notice this bill and
its anendnents woul d be considered at this time, he was unprepared
to speak on the matter.

M. Jeans then corrected his response to a different hypotheti cal
situation Co-Chair Kelly raised at an earlier hearing for this bil
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regarding the perception that the Fairbanks school district
receives less state aid then it otherwise would receive if the
North Sl ope Borough (NSB) was required to contribute the equival ent
of four mls toward its |local education. He stated that the only
way the Fairbanks North Star Borough (FNSB) would receive nore
noney is with an increase in base student allocation under the
foundation funding fornmula. Therefore, he said, NSB receiving funds
under the foundation funding fornmula does not alter the amount of
funds the FNSB receives.

Co-Chair Kelly stated that the witness would not be required to
testify on matters without the opportunity to prepare.

Senat or Hof fman asked if the departnent supports the bill in its
current version.

M. Jeans reiterated that the departnent is on the record in
opposition to the bill

Co-Chair Donley restated the conceptual anmendnent and noved for
adopti on.

Senator Hoffrman objected and asked why the sponsor deened this
anendnent necessary.

Co-Chair Donley responded it is fair to require a community wth
wealth to pay nore toward its | ocal education in an anmount cl oser
to that currently required of those communities subject to the
four-m| property tax contribution. He stressed, "I think it's self
evident," and noted that this anendnent adds a "third factor” to
the existing four-m | equival ency and the 45 percent factor, which
this bill increases to 100 percent. He stated that this anmendnent
"woul d recogni ze that those communities who haven't gone that nuch
in debt, would not be subject to the 100 percent change, but those
comunities that have chosen to go farther in debt would be." He
surmsed this is "based on an assessnent of their |ocal wealth and
their ability to pay and the fact that even with that they're still
not going to be paying the four mls that many other communities
are in fact paying, and in fact sonme comunities are paying nore
than four mls, a lot nore than four mls."

Senat or Hof fman spoke to his objection saying it is primarily
targeting one school district, which is the NSB district. He
enphasi zed that the Al aska Association of School Boards is on
record in opposition of the "targeting"” of any one school district.

Senator W1l ken opined that "it deserves to be said, we derive our
monies to fuel the K-12 fornmula across the state on assessed
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value." He listed the per-student asset base in the NSB as $5.5 to
$6 mllion. He conpared this to the statew de average of $400, 000
per student. He remarked, "I don't target the North Sl ope, | target
the inequity and inequality of that asset base being able to
support a certain level of K-12." He continued, "Because of the | aw
that's in place, they're required on their asset base to fund it at
hal f of the people that | represent." He stressed that this is the
i ssue this amendnent "speaks to", pointing out that if a district
has an asset base 30 tines that of the renainder of the state, "I
don't think it's unfair to ask that you pay for your education.”

Senat or O son understood the reasoning behind the argunent but
stressed that the NSB has funded sone "very expensive prograns”
that are normally funded by the state in other conmunities. He
surm sed that since the NSB plays an active part in funding such
itens as public health, including |ocal hospitals, clinics and
wat er and sewer projects, to add the education requirenents, "is
al nost |i ke strapping another burden"” onto the NSB. He predicted
that renoving alnost $10 million from the school district would
"cause a fair amount of disruption of the services for the
students.” He noted that this coupled with the decreased oil
production woul d "have a very detrinmental effect on the peopl e of
the district that | represent.”

Co-Chair Donley corrected his earlier statenments regardi ng bondi ng
i ndebt edness, saying he intended to speak to assessed val ue.

Senat or Hof fnman addressed Senator WIken's coments regarding
"letting thempay their fair share" pointing out that Arendnent #1,
sponsored by Senator W/ ken, mainly benefited Anchorage at $1.8
mllion and Fairbanks at $554, 000. Senator Hof fman cal cul ated t hat
64 percent of the $3.7 mllion benefited those two comunities. It
seened to himthat "sonebody is being targeted" and "sonebody is
bei ng a maj or benefactor.”

Aroll call was taken on the notion.

I N FAVOR: Senator Ward, Senator WI ken, Senator Austerman, Senator
Green, Senator Leman, Co-Chair Donley and Co-Chair Kelly

OPPCSED: Senat or Hof f man and Senator O son

The notion PASSED (7-2)

The anmendnment was ADOPTED.

Amendnent  #4: This conceptual anmendnent gives the co-chairs

authority to change the title of the commttee substitute.
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Co- Chair Donl ey explained this amendnment gives the co-chairs, "the
latitude to construct a title that nore accurately reflects the
content of the new comm ttee substitute."”

Senat or Hof f man obj ected saying that due to the inportance of the
matter, any title changes should conme before the entire Commttee.

Senator d son nade a notion to delete Section 1 fromthe commttee
substi tute.

[ This notion was out of order as there was a notion already on the
tabl e.]

AT EASE 1:40 PM/ 1:42 PM

Co-Chair Donley restated that the anendnent is to give the co-
chairs the flexibility to draft a title that reflects the contents
of the bill in nore detail. He stated that this may or nay not be
possible in the given tinmefrane.

Senat or Hof f man spoke to his objection enphasizing that the title
to any legislationis "crucial"” in howit is drafted. Therefore, he
urged the Commttee to "act responsibly" and review any changes to
the bill title as a unit.

Aroll call was taken on the notion.

I N FAVOR Senator WI ken, Senator Austernman, Senator G een, Senator
Leman, Senator Ward, Co-Chair Donley and Co-Chair Kelly.

OPPCSED: Senat or Hof f man and Senator O son

The notion PASSED (7-2)

The anmendnent was ADOPTED

Amendnent #5: This anmendnent deletes Section 1 fromthe bill
Senat or O son noved for adoption.

Co- Chair Kelly objected.

Senator O son renmarked that the exit examactivities have shown t he
need for nore education assistance rather than less in the NSB
school district. He asserted that reducing funding would have "a
further negative effect” in the education of the students and their
performance on the exit exams. He did not judge it fair to take
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away from one school district for the benefit of another.

Senator WIlken clarified, "It doesn't cone from the school
district. The nonies cone fromthe borough and appropriated to the
school district." Therefore, he stressed there is no direct
rel ati onship between this bill and the school districts.

Aroll call was taken on the notion.
I N FAVOR: Senat or Austernman, Senator Hoffnman and Senator d son

OPPCSED: Senator G een, Senator Lenman, Senator Ward, Senator W] ken
Co- Chair Donley and Co-Chair Kelly

The notion FAILED (3-6)

The anendnment FAILED to be adopt ed.

Co-Chair Donley offered a notion to report from Commttee, SB 174,
as anended with a new Departnment of Education and Early Devel opnment
fiscal note for $1, 600, 800.

Senat or Hof fman nade a notion to table the bill

Senator Ward called for the question.

Aroll call was taken on the notion to table the bill

I N FAVOR: Senator d son and Senator Hof f man

OPPCSED: Senat or Ward, Senator WI ken, Senator Austernman, Senat or
G een, Senator Leman, Co-Chair Donley and Co-Chair Kelly

The notion FAILED (2-7)
The comm ttee substitute FAILED to be tabl ed.

A roll call was taken on the notion to report the bill from
Conmittee.

IN FAVOR. Senator Geen, Senator Lenan, Senator Ward, Senator
W | ken, Senator Austerman, Co-Chair Donley and Co-Chair Kelly

OPPCSED: Senat or Hof f man and Senator d son
The notion PASSED (7-2)
The anended bill MOVED from Conmi ttee.
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[Note: The bill was not transmtted to the Senate Secretary at this
time. The Committee later rescinded its action to nove the bill,
adopt ed Anendnent #6, and reported the bill from Commttee. See
m nutes of April 24, 2001 for conplete account.]

#
ADJ QURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 01:48 PM
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