HOUSE FI NANCE COWM TTEE
May 06, 2003
3:02 P.M

TAPE HFC 03 — 79, Side A
TAPE HFC 03 - 79, Side B

CALL TO ORDER

Vi ce-Chair Meyer called the House Finance Comm ttee neeting
to order at 3:02 P.M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Carl Mses
Representative Bill Stoltze
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Bill WIlIlianms, Co-Chair
Represent ati ve Reggi e Joul e

ALSO PRESENT

Representati ve Car | Gatt o, Bar bar a Bi t ney, Staff,
Representative Bill Stoltze; Eddy Jeans, Mnager, School
Finance and Facilities Section, Departnent of Education and
Early Devel opnment; Mary Francis, Executive Director, Schoo
Adm ni strators Associ ati on; Bruce Johnson, Executi ve
Director, Association of Al aska School Boards, Juneau

PRESENT VI A TELECONFERENCE

Sandy G |l espie, Alaska State Arts Council, Anchorage; Steve
Kal nes, Director of Transportation, Anchorage School
District, Anchorage

SUMVARY

HB 215 An Act repealing statutes that relate to art works
in public buildings and facilities and that
require a set percentage of construction costs to
be spent on art.

CS HB 215 (STA) was reported out of Commttee with
a "do pass" recomendation and with zero fiscal
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note #1 by Departnent of Transportation & Public
Facilities.

HB 259 An Act relating to public school transportation,
and to the m ninmum wages for school bus drivers;
and providing for an effective date.

HB 259 was HEARD and HELD in Committee for further
consi derati on.

#HB215
HOUSE BI LL NO._ 215

An Act repealing statutes that relate to art works in
public buildings and facilities and that require a set
percentage of construction costs to be spent on art.

BARBAR BI TNEY, STAFF, REPRESENTATIVE BILL STOLTZE, stated
that Alaska’ s “Percent for Art” program originated in 1975
with the requirenent that a percent of State capita
expenditures for public buildings and facilities be set
aside to acquire works of art for display in those
facilities (Al aska Statute 35.27).

She noted that it was the sponsor’s intent in introducing HB
215 to address the fiscal aspect of the program the
original version repealed the percent for art program The
commttee substitute would provide 1% for art fromthe first
$10 million of the total construction costs and would then
reduces it to smaller percentage thereafter. Additionally,
the 1% would only apply to State funding sources such as the
general fund or the general obligation bonds.

Ms. Bitney continued, at this time, a mechanism for
mai nt enance does not exist. The bill would set aside 5% of
the percent for art, placing it into the Art in Public
Pl aces Fund to insure works of art can be naintained in good
condi tion. The Alaska State Council on the Arts (ASCA)
woul d receive requests for mai nt enance, facilitate
coordination of the repairs, and naintain a database of all
artwork that is owned by the State.

Furt hernore, annual reporting to ASCA would be required by
those agencies subject to the 1% for art. Requi r ed
reporting would provide:

*The anpbunt of State funding for the project, the percent
set aside for art;
*The total cost of art, the title, artist, etc.
ASCA woul d have the information for nonitoring works of art
and the annual amount allocated to the Percent for Art
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Program through new construction. Annual |y, ASCA woul d
prepare a report to the Legislative Budget and Audit
Commttee (LBA). The legislation strengthens the preference
for State artists.

Ms. Bitney noted that the House State Affairs Conmttee
renoved the |ong-standing reduced percentage for rural
schools that allowed for a |esser percentage to conpensate
for the significantly higher construction costs for rural
school s.

SANDY G LLESPIE, (TESTIFIED VIA TELECONFERENCE), ALASKA
STATE ARTS COUNCI L, ANCHORAGE, offered to answer questions
of the Committee. She noted that the Alaska State Arts
Counci |l was supportive of the bill

Representative Foster MOVED to report CS HB 215 (STA) out of
Conmittee wth individual recommendations and wth the
acconpanyi ng fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 215 (STA) was reported out of Conmttee with a "do
pass" reconmmendation and with a zero fiscal note #1 by the
Department of Transportation & Public Facilities.

#HB259
HOUSE BI LL NO. 259

An Act relating to public school transportation, and to
t he m ni num wages for school bus drivers; and providing
for an effective date.

REPRESENTATI VE CARL GATTO comrented that the bill would
i nprove the existing nmethod of funding pupil transportation
allowing each district to spend any savings in the
classroons while |imting the “runaway costs” which have
been associated with pupil transportation.

He noted that appropriations wunder the bill would be
determined by dividing the FYO3 pupil transportation
all ocation by the FYO3 enrollnent. That would create a per
pupil transportation anmount for each district. The per
pupil cost of transportation would then be set in statute
and used as a multiplier to the Average Daily Mintenance
(ADM), less correspondence, in future years to determ ne
transportation entitlenment. The fornula would guarantee an
anount of noney specifically connected to the ADM count
al ready required for Foundation Formula Fundi ng.

Representative Gatto stated that this nmethod of reinbursing
school districts does two things:
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e It allows for nore realistic, appropriate and
predi ctabl e annual appropriations for each district;

and

e It would elimnate the “cost plus” reinbursenents,
which have resulted in the 136% increase in the
programs expense since 1990. By connecting
transportation costs to enrollnent and fixing the
State’s appropriation to the FYO3 level, it would

create an incentive for school districts to becone
nore efficient, allowng them to place any savings
associated with transportation contracts back into the
cl assroom

Representative Stoltze asked if the legislation had the
support of the Admnistration. Representative Gatto
responded that he had been working with the Adm nistration
for half of the session to address these concerns.

Representative Stoltze asked if the Admnistration was
“pushing” the bill. Representative Gatto reiterated that he
had been working with his staff person Cody R ce and Eddy
Jeans from the Departnent of Education & Early Devel opnent
on the | egislation.

Representative Croft asked what would happen to districts
spending less than $1200 doll ars. Representative Gatto
expl ained that the $1200 dollar nunber was a cut off. | f
there was a difference, it would be “flattened out” and no
one woul d receive nore than $1200 doll ars.

Representative Croft maintained that districts would freeze
at their per pupil enrollnment. He asked how to account for
the argunment that sone districts were being good and
efficient, even though they had a cost-plus system to keep
the costs as |low as possible, by freezing inequities into
it. Representative Gatto agreed that there would be sone
that would be nore efficient than others. Most districts
are currently struggling to get the npbst they can from
student transportation, yet the State was very responsible
in indicating that they would have to account for the

contracts received. There has been no benefit to any
district doing that. Under the proposed fornula, if savings
can be found, then the districts can keep them Each

district would be responsible for working out the needs of
their community. Once they understand that any savings they
make w ll not disappear, they can better address their
community needs for student transportation.

Representative Croft asked why Representative Gatto had not
used the FY04 projection rather than the FY03 costs.
Representative Gatto referred that question to M. Jeans
from the Departnent. Representative Croft inquired which
districts were over the $1200 dol |l ar mark.
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Vi ce-Chair Meyer asked how the ADM forrmula woul d handl e the

speci al need and handi cap students. Representative Gatto
responded that in FY03, those students were counted and
received additional noney fromthe State. |If the State knew

that the Special Ed ration would remain the sane, there
woul d be no problem However, the State does not know if
that nunmber wll change. In FYO3, it was fixed at a
specific ratio and they wll continue to be handled
simlarly until the adjustnents are nade.

Vice-Chair Meyer comented that Anchorage and/or Fairbanks
m ght be penalized if they had an increase of special needs
children. Representative Gatto responded that each student

woul d generate additional funds. The anount of noney
generated includes a ratio of Special Ed and the non- Speci al
Ed students. If the ratio stays the sane, the district

woul d receive the increase.

Vice-Chair Meyer pointed out that a handi capped student
would take nore funds than a non-handi capped student.
Representative Gatto agreed, pointing out that in FYO3 they
did. The nunber was frozen at that |evel

Vice-Chair Meyer inquired if the Anchorage or Fairbanks
school districts had indicated their support for the
| egi sl ati on. Representati ve Gatto not ed t hat in
conversations wth the Anchorage School D strict, the
director stated that the district would prefer to keep the
exi sting arrangenent, however he understood that the
Governor would be changing the existing arrangenent. The
Governor indicated that he wanted to reduce student
transportation by a specific anount. The other option would
be to keep the existing system with knowl edge that there
wll be cuts down the road and that would be a ganble and
next year, the program could be cut or restored. The House
subcommittee placed the funds back in but the Senate did
not .

Representative Hawker referenced the fiscal note that
indicates a one-tine general fund expenditure in FY04 for
$10 million dollars. He asked if there would be financial
consequences of the | egislation beyond FYO4. Representative
Gatto referred that question to M. Jeans.

EDDY JEANS, MANAGER, SCHOOL FI NANCE AND FACI LI TI ES SECTI ON,
DEPARTMENT OF EDUCATI ON AND EARLY DEVELOPMENT, testified
that the |egislation does propose a change from the current
program At this tinme, the State defines in regul ati on what
are reinbursable expenses for the transportation program
Since 1990, the pupil transportation costs have increased by
136% It was $25 million in 1990 and the estimated FY04
budget is over $58 million dollars. The Department believes
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that part of that is comng fromthe flaws within the system
itself and the definition of reinbursable expenses.

In the contracts, inflationary costs are built in for the
adj ustnments. M. Jeans noted that the Departnent has worked
closely with the school districts in trying to contain sone
of the costs of the transportation program He noted that
was what the Departnent had done with the four school
districts that overspent, which set the stage for sone

conpetitiveness in that field. In the future, it is hoped
that any new providers in the State will help to keep costs
down.

M. Jeans noted that school districts could charge fees to
hel p keep the costs down, however, at this tinme, there is no
incentive to do that. He wunderstood that the school
districts are trying to do a good job. The inherent flaw
with the systemis that contractors know that the State w ||
rei mburse them and any increases are passed on to the State
of Al aska.

M. Jeans spoke to the reinbursable costs. The State
currently reinburses for students that Ilive beyond 1.5
m | es. He suggested that school districts should | ook at
that and neke changes to the policy. Those di scussi ons
woul d be better left at the local Ievel. School district
should also |ook at are the frequency of stops. There are
pl aces that the school districts can |look to for cost
reducti ons.

M. Jeans noted that the Adm nistration has been working
closely wth Representative Gatto 1in developing the
| egislation. He noted that they had heard the testinony by
the Anchorage School District regarding the special needs
students. The Depart nent has requested information
regarding that concern and that these concerns could be
addr essed.

M. Jeans stated that the reason that the legislation is
tied to the ADMis because that information is verifiable as
provi ded by the school district. Every student in the State
has a unique identifier, which is verifiable data that can
be used for the grant program versus rider-ship. He noted
that rider-ship is self-recorded. The ADM system is
currently in place and provi des the needed data.

The Departnment will be able to divide the special needs
conponent and the costs associated with that. By doing
that, it could address sone of Anchorage's concerns,
however, that still would not provide for the 100% fundi ng
request ed.

M. Jeans descri bed what happens under the current systemif
a program is prorated. When prorated and the district
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reduces services, then the local share is reduced by a |ess
percentage. The additional savings that they would be able
to incur are then distributed throughout the State. Through
the proposed grant program if efficiencies are identified,
then that noney stays in that district.

Representative Croft asked the nunber of intensive need
students statew de. M. Jeans replied that are about 1700
i ntensi ve need students. In 1999, there were approximately
1400.

Representative Croft inquired if those were the sane
students defined in federal |aw M. Jeans replied that
these are the severely nulti-handi capped students that are
typically transported with a Special Ed bus that has a wheel
chair lift and an aid on the bus. They are the extrenely
hi gh cost students. That does not include the slightly
speci al need students. Those students are included in the
20% bl ock fundi ng.

Representative Croft asked how nuch nore expensive are those
students to transport. M. Jeans did not know the anount.
It would depend on the configuration of the Special Ed
route. The only way to address the Anchorage concern woul d
be to take all the Special Ed routes and use the intensive
count as the factor for determ ning the student allocation.

Representative Croft asked if the costs were segregated.
M. Jeans advised that he was in the process of collecting
that information from Anchor age.

Vi ce-Chair Meyer asked if the Department would be willing to
adjust the fiscal note once they receive that information
from Anchor age. M. Jeans replied that the fiscal note
would remain at the $53 mllion dollars and instead the
Department would nodify the grant program The Special Ed
costs would be split from the regular costs. There woul d
then be two nunbers for each district, special needs and
regul ar routes.

M. Jeans noted that there were five districts that exceeded
the $1200 dollar anmount. They are as foll ows:

* Al aska Gat eway - $1464
* Bri stol Bay - $1322
* Copper River - $1300
* Delta Geely - $1351
* Sout heast | sl and - $1234

Represent ati ve Hawker asked about the fiscal note indication
of a one tinme $10 mllion increnent for FYO04. He asked if
it would have a zero fiscal effect in FYO05. M. Jeans
expl ained that the $10.7 mllion dollar increase is a one-
time increase to inplenent the program over the Governor’s
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current year budget. There wll be adjustnents in the
Departnent’ s budget in the out-years based on changes in the
student popul ati on.

Representative Hawker asked if it would be build into the
FYO5 budget. \V/ g Jeans replied that was correct.
Represent ati ve Hawker questioned if the Departnent woul d add
in any changes to the ADM factors. M. Jeans agreed.
Represent ati ve Hawker thought that indicating a zero fisca
note for FYO5-FY09 was inappropriate, as the bill would be
providing a permanent and consistent $10 mllion dollar
increase in funding for that program

M. Jeans explained that wunder the current reinbursable
program the districts have indicated that the projected
entitlement will be $59 nmillion dollars in FYOA4. In the
Governor’s budget, there is $43 nmllion dollars allocated.
The fiscal note reflects the $10 mllion dollar increase in
order to inplenent the programin year one. The Depart nent
assuned that they would conme forward with a request to fund
a new program at the appropriate level in the FYO5 budget
process.

Represent ati ve Hawker asked if a new programwas antici pated
in FYO5 and if the bill would sunset after FYO4. M. Jeans
stated that he did not nean to inply a new program but
rather, this program If the legislation is passed, then
the increase change over FYO4 woul d be either an increase or
decrease based on a change in student popul ation.

Representative Hawker thought that it would be nore
appropriate to show a $10 mllion dollar increase across the
board with a note indicating it would be subject to changes
made in the ADM M. Jeans clarified that under the current
program the school districts entitlenent would be $59
mllion dollars and that is not being reflected in the
Governor’ s budget. He reconmended a funding |evel of $43
mllion dollars.

In response to a query by Representative Hawker, M. Jeans
said that the entitlenent estinmated by the school districts
is $59 mllion dollars. The level of funding is dependant
upon what the Governor puts forward and what the Legislature
appropri ates.

Representative Hawker thought that the fiscal effect would
be nore appropriately indicated as indetermnate. M. Jeans
stated that the fiscal note could be anended to reflect
t hat .

Co-Chair Harris noted that $10.7 mllion was set out and
referred to in the fiscal note for FY 04. He stated that in
the House Finance budget, $11 mllion dollars had been
al l ocated above the Governor's reconmendati on. M. Jeans
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corrected that the anpbunt that the House funded was the

$53.9 mllion dollars. The per pupil nunber w il be
determ ned at the end of school year 2003, based on actua
expenses. The Departnent did use the $53 nillion dollar

nunber in the analysis to prepare for the fiscal note.

Co-Chair Harris asked if the nunmbers for FY 05-09 woul d use
the sanme anount, nultiplied by per pupil. He inquired if
there was a way to adjust the per pupil nunber if the costs
increased. M. Jeans stated that the Legislature would have
to adjust that nunber through statute.

Co-Chair Harris observed that there are no provisions that
woul d deal with select areas statew de. Those areas have
nore difficult transportati on needs and chall engi ng roadway
terrain. M. Jeans replied that there would not be in this
pr oposal . The Departnent already takes into consideration
those types of situations. The bill does not address that.

Representati ve Wi taker referenced the note and asked if the
Adm nistration intended to fund this program only one tine.
M. Jeans advised that the intention with the fiscal note
was to show that with the program the estimated dollar
amount in FY 04 would be at $53.9 million dollar Ievel.
During the out-years, the Departnent would ask for funding
based upon the change in the student popul ation.

TAPE HFC 03 - 79, Side B

MARY FRANCI S, EXECUTIVE DIRECTOR, SCHOOL ADM NI STRATORS
ASSCCI ATION, testified that the school districts would
prefer full funding for pupil transportation. Every dollar
that is short funded in student transportation is a dollar
that will have to be absorbed by the districts. That would
mean a cut to another part of their program If the
alternative is the grant program versus a 20% reduction on
FYO3 dollars, the districts would prefer the grant program

Representative Hawker asked if the "alternative" would
becone a permanent entitlenment. M. Francis understood that
was true. Representative Hawker wondered if there was a
commtnment to sone long-term stream of increnmental costs
that now are subject to appropriation.

STEVE KALMES, (TESTIFIED VIA TELECONFERENCE), DI RECTOR OF
TRANSPORTATI ON, ANCHORAGE SCHOOL DI STRI CT, ANCHORAGE
addressed the reason that there are increased costs in pupi

transportation. There has been increased requirenents and

increased enrol | nent. The district runs safer buses than
they did ten years ago. These buses are larger and require
nore fuel. Because a commercial drivers |license has been

added to the requirenment, there nust be background checks on
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the enpl oyees, drug and al cohol tests, increased staff and
bus driver trainings, and special education attendants to
neet the needs for students with disabilities. Wages have
also increased, as has the <cost of fuel, parts, and
supplies. Costs increase.

M. Kalnmes continued, the district saves nopney through
better route strategies, control start times and devel opi ng
a three tier routing schedule. The only savings that could
be found are reductions in service. Today, the district
runs 44 fewer buses than it did in 1984.

M. Kalnmes listed sone concerns with HB 259. Because of
i ncreased costs, the districts will have to cut as many as
10-15 routes before breaking even. Additionally, there is
the Special Education issue. He noted that 37% of the

routes transport 5% of the popul ation. He acknow edged t hat
they are concerned with the inpact to the 95% of students.
Costs continue to increase and also there are contracts in
affect until 2006, which were negotiated in good faith. He
predicted that budget shortfalls wuld translate to
reductions in service. M. Kalnmes urged consideration of
the FY04 base rather than FYOS3.

The issue is conplex. School buses are the safest form of
student transportation. When funds for transportation are
reduced and the districts have to fund progranms out of
existing dollars, routes wll be cut. He spoke to
i ncreasi ng the distance students would have to walk. 1In the
case of the Anchorage areas, students would be required to
cross major thoroughfares and walk along major arterials.
M. Kal mes offered to answer questions of the Conmttee.

Vice-Chair Meyer inquired if 5% of the special needs
students nmade up 75% of the costs. M. Kal mes responded
that 37% of the buses are used on handicap routes and those
buses transport 5% of the children. There is a requirenent
to provide service for handi capped children.

Representative Croft asked if it anpunted to 63% of the
expense for 5% of the students. M. Kalnes replied that 37%
of the busses are used for the handi capped popul ati on, which
anounts to 45% of the cost.

Vi ce-Chair Meyer requested a faxed copy of the costs.

Represent ati ve Hawker asked if the Anchorage School D strict

supported the bill. M. Kalnes responded that the Board had
not taken an official position on the bill. He noted that
the district would not like to see noney taken from this

conponent and woul d prefer to receive continued full funding
for student transportation.
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Representative Hawker asked if the bill inplies a continued
entitlement grant program M. Kal mes understood that there
would be additional dollars for additional students,
however, the fiscal note indication of zero in the out-years
causes concern.

BRUCE JOHNSON, EXECUTIVE DI RECTOR, ASSOCI ATION OF ALASKA
SCHOOL BOARDS, JUNEAU, acknowl edged the work done by
Representative Gatto. He recognized that this would be a
maj or policy shift in how student transportation is going to
be funded. There are at |east four nmjor issues, two of
which have to do with the opportunities in creating mjor
efficiencies. He pointed out that if your district falls
within one of those five that are now capped, they will take
a huge cut before they are able to talk about any saving for
further purposes.

The Association’s is trying to determne if there can be a
beneficial fix. Parents of nultiple handi capped children
tend to gravitate to the larger communities because of the
types of service that their children require. He encouraged
that door be “kept open” in determning a nanageable
solution with the avail able doll ars.

Vice-Chair Meyer stated that HB 259 would be HELD in
Committee for further consideration.
#

ADJ QURNVENT

The neeting was adjourned at 4:06 P. M
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