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W TNESS REG STER

LARRY LEDQUX, Commi ssioner

Departnment of Education and Early Devel opnent (EED)
Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of HB 137.

EDDY JEANS, Director

School Fi nance

Depart ment of Education and Early Devel opnent (EED)
Juneau, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 137.

DEREK M LLER, St aff

Representative Mke Kelly

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Introduced HB 184 on behalf of
Representative Kelly, prime sponsor.

REPRESENTATI VE M KE KELLY

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Spoke as the prine sponsor of HB 184.

MYRON DOSCH, CPA, Controller

University of Al aska

Fai r banks, Al aska

POSI TI ON  STATEMENT: During hearing of HB 184, answered
guesti ons.

ACTI ON NARRATI VE

8:03: 50 AM

CHAI R PAUL SEATON cal l ed the House Education Standing Conmmttee
nmeeting to order at 8:03 a.m Representati ves Seaton, Keller

Munoz, WIson, Gardner, and Buch were present at the call to
or der.

HOUSE EDC COW TTEE - 2- March 23, 2009



HB 137- COVPACT: EDUCATI ON OF M LI TARY CHI LDREN

8:04: 26 AM

CHAI R SEATON announced that the first order of business would be
HOUSE BILL NO. 137, "An Act relating to an interstate conpact on
educational opportunity for mlitary children; anending Rules 4
and 24, Alaska Rules of Cvil Procedure; and providing for an
effective date."

8:04:52 AM

CHAI R SEATON asked if there was further public testinony on HB
137. There being none, public testinony renai ned cl osed.

8:05: 02 AM

LARRY LEDOUX, Conm ssioner, Departnent of Education and Early
Devel opnent (EED), related that his support for HB 137 is driven
by 30 years worth of experiences working in a school district
with a substantial mlitary popul ation.

8:05:40 AM

EDDY JEANS, Director, School Finance, Departnent of Education
and Early Devel opnent (EED), related his understanding that the
Anchorage School District supports HB 137. M. Jeans
hi ghlighted that the fiscal note for HB 137 is for $22, 300. He
explained that the interstate conpact requires an annua
menbership fee. The fee is $1 per mlitary child in the state.
Al aska has approximately 16,200 students who are mlitary

dependent s. The remaining $6,100 would be for travel expenses
for the mni cabinet in Al aska that oversees the inplenentation
of the conpact. The departnent, he related, would advise that

the cabinet consist of the commssioner of EED and the
superintendents of the Anchorage and Fairbanks School Districts.
The departnment would also recomend that a state |egislator be
appointed to the council as well as the mlitary advisor who is

currently appointed to EED. M. Jeans rem nded the conmttee
that the interstate conpact is a conpact between state agencies
and governnents. He explained that Section 1 outlines the
enact nent of the conpact at the state |evel. Article I, page
2, specifies the definitions the conpact will use. Article III

the applicability provision, outlines who is covered by the
conpact, which is basically all of the mlitary famlies.

Article 1V, Educational Records and Enrollnent, specifies the
tinmelines for record receipt.
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8:09: 03 AM

MR. JEANS informed the committee that although Al aska is already
performng 95 percent of what is included in the conpact, there
are a few areas in the conpact that are different than existing
state law. For exanple, existing state inmunization records are
required to be provided prior to a child attending a public
school . However, HB 137 allows famlies up to 30 days to
produce imruni zation records. The state currently has an
agreemrent with the Departnment of Health and Social Services
(DHSS) that provides honeless children 30 days to produce

i mruni zation records as well. Another difference 1is that
existing state law has a waiting period, 90 days, for students
wishing to participate in school athletic activities. The

[ conmpact] includes a waiver provision for which districts can
apply. Through the waiver, mlitary students would be all owed
to participate in school athletic activities imediately. I n
response to Chair Seaton, M. Jeans relayed that the [athletic]
associ ations don’t have any objections to that.

8:10:42 AM
REPRESENTATI VE GARDNER, referring to subsection (c) of Article

11, surmsed that there is no prohibition against applying the
conpact to those who aren’t ot herw se defi ned.

MR. JEANS stated his agreenent. In further response to
Representative Gardner, related his belief that mlitary
famlies likely have nore readily available access to

i nmuni zati on records.
8:12: 02 AM

REPRESENTATI VE GARDNER related her understanding that the
exi sting prohibition against students being allowed nobility in
termse of athletics is an effort to discourage students from
nmovi ng sinply because of athletics. Representative Gardner said
that she would have many of these provisions apply to al
students, save the athletic provision.

COWM SSI ONER LEDOUX noted his agreenent that generally transfer
rules are in place to prevent recruiting of students for high
school athletic teans. He commented that serving four years on
the State Athletic Board has illustrated to himthat there can't
be enough rules to stop the aforenenti oned.
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8:13: 53 AM

MR. JEANS, continuing his review of differences between current
state practices and the proposed conpact, explained that the
conpact specifies that mlitary students don't have to wait to

be placed in advanced cl asses. In fact, mlitary students who
are said to have taken advanced pl acenent courses at their prior
school will be placed imediately in the receiving school. The

other difference is that the conpact specifies that those
students who have passed a Hi gh School Gaduation Qualifying
Exam (HSGQE) in another state would be exenpt from the receiving
state’s test. Furthernore, those mlitary students who are high
school seniors would be exenpt fromthe receiving state’s HSGQE
He noted that the aforenentioned is already in [EED s]
regul ati on. In response to Chair Seaton, M. Jeans related his
understanding that the conpact wouldn't require athletic tryouts
to be redone when a mlitary student arrives. The premse is
that the student would be accepted to the athletic team or the
advanced pl acenent course, if space is available. |If a position
becane available at a l|later date, students would be able to
apply for the open position.

8:18:22 AM

COW SSI ONER  LEDOUX noted that nost schools have protocols
established to address transferring students and acceptance onto
athletic teans. The [conpact] doesn’t guarantee a spot above
ot her students.

8:19: 04 AM

REPRESENTATI VE MUNOZ asked if mlitary students entering schools
in Al aska have been hindered by current regul ations. She not ed
her support for HB 137.

COWMM SSI ONER LEDQUX provi ded an exanple of a student who arrived
five days prior to graduation at the student’s prior school.
The sending district wouldn’t grant credit to the student, and
therefore the student faced not graduating. Conm ssioner LeDoux
said that he chose to offer credit for all of that student’s

cl asses. “That shoul dn’ t have occurred,” he  opi ned.
Conmi ssioner LeDoux characterized HB 137 as a l|aw of common
sense. In fact, nost Al aska schools follow the protocols in the
proposed comnpact. Therefore, he said he viewed HB 137 as a

statenent of what Al aska wants other states to do in regard to
mlitary youth
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8:21:30 AM

REPRESENTATI VE W LSON suggested that perhaps there was a | ack of
comuni cati on between the famly of the student who noved five
days prior to graduation and the school. She questioned why the
parents wouldn’t have requested that the student be allowed to
take the final exanms prior to noving.

COWM SSI ONER LEDOUX said that the school knew exactly what it
was doing when it refused the student credit. He then rel ated
that the stress on mlitary famlies when they nove is real
Furthernore, sonetines the bureaucracy of a school becones nore
i nportant than the student. This proposed |egislation places a
hi gher val ue on the student.

8:.22:56 AM

REPRESENTATI VE WLSON noved to report HB 137 out of comittee
with individual recomendations and the acconpanying fiscal
notes. There being no objection, it was so ordered.

HB 184- DEBT AUTHORI ZATI ON FOR UNI VERSI TY

8:23:48 AM

CHAI R SEATON announced that the final order of business would be
HOUSE BILL NO 184, "An Act relating to the debt authorization
of the University of Al aska."

8:24: 26 AM

DEREK M LLER, Staff, Representative Mke Kelly, Alaska State
Legislature, presented HB 184, paraphrasing from the sponsor
st at enment which read as follows [ origi nal punct uati on
provi ded] :

HB 184 adjusts the current bond debt cap for the
University of Alaska to reflect today's construction
prices. Current Al aska Statute allows the University
of Alaska to borrow noney, issue debt, or enter into
| ong-term obligations for the purchase of facilities,
goods, or services wthout having to provide notice to
the legislature as long as the annual debt service
paynent doesn't exceed $1.0 million. HB 184 bunps up
the threshold to $2.5 mllion.
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The current bond debt cap limt of $1.0 mllion was
originally issued in 1990. At that tine, $1.0 mllion
in annual debt service was the cost of financing a
$15.0 mllion capital project. Taking into account
construction inflation in Alaska, a $15.0 mllion
capital project build in 1990 would cost about $40.0
mllion today. Annual debt service on $40.0 mllion
is $2.5 mllion assumng a 4.5% interest rate and a
25-year straight line anortization

The University has operated a viable debt program over

the last 18 years. It has issued 14 general revenue
bonds plus other financing arrangenents that have been
critical in securing funding for <capital projects.

The University has never suffered a rating downgrade.
In fact, in Decenber 2007, Mdody's Investor Service
upgraded the University credit rating to AaS. The
University continues to nonitor its debt capacity and
conpliance with tax exenpt bond covenants. Currently,
the anobunt of debt service outstanding is $11.2
mllion. This is less than half the Board of Regents’
policy limt of 5% of unrestricted revenues which is
$26.2 mllion for FYO8. This equates to $127 nillion
in outstanding debt with the ability to issue a tota
of $317 million in debt.

By increasing the bond debt cap approval Ilevel, the
adm nistrative burden of conpliance with the statute
for smaller bond issues would be reduced for both the
| egislature and the University. At the sane tine,
| egi slative oversight would be retained for |arger
fi nanci ngs.

| woul d appreciate your support for HB 184.
8:26:48 AM
REPRESENTATIVE BUCH asked if this cap wuld allow the
university' s participation at the maxinmum |evel the university

i s seeking.

MR. MLLER explained that HB 184 nerely reflects the changing
construction environnent. If the legislature were to authorize
recei pt authority for a couple of the current projects that the
university is proposing, this legislation would inpact that.

8:27:56 AM
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REPRESENTATI VE W LSON said that she would view HB 184 as
problematic if it creates a tuition increase. She asked if the
sponsor woul d obj ect to an anmendnent speci fyi ng t he
af orenmenti oned woul dn’ t happen.

REPRESENTATI VE M KE KELLY, Alaska State Legislature, clarified
that the wuniversity oversight remains because no funds can be
expended wthout receipt authority, which the |legislature
approves. “This [proposed legislation] nerely makes the | evel
of bonding to acconplish the same chores current,” he said. He
then pointed out that state funds to the university have reduced
from 60 percent to 40 percent. In answer to Representative
W son, Representative Kelly acknow edged that a project that HB
184 woul d support could result in an increase in tuition. For
exanple, at the Fairbanks canpus students agreed to a tuition
increase in order to fund a recreation center. Representati ve
Kelly related his opposition to an anmendnent that would hinder
the Board of Regents’ managenent of tuition rates as related to
t he proposed debt cap. The legislation wouldn't cause/trigger a
tuition increase because HB 184 strictly permts the university
to bond for smaller anounts.

8:31:42 AM

REPRESENTATI VE WLSON inquired as to how nmany tuition increases
the university system has experi enced.

MR. M LLER answered that since 2003 there has been a 10 percent
increase in tuition for four years in a row He recalled that
after those four years, tuition increased by the higher tuition
price index plus a bit nore, but not quite 10 percent.

REPRESENTATI VE WLSON expressed concern wth such tuition
i ncreases. She then stressed that the university nust review
ways in which it can avoid tuition increases.

8:33:11 AM

CHAI R SEATON asked if the Fairbanks recreation facility inpacted
the tuition across the wuniversity system or was it nerely a
surcharge at the Fairbanks canpus.

REPRESENTATI VE KELLY responded that it was a specific surcharge
for Fairbanks students.

8:33:41 AM
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REPRESENTATI VE GARDNER commented that she was struck by the
thinness of the commttee packet for HB 184. She expressed
interest in receiving backup.

MR. M LLER said that although he doesn’t have a letter from the
university specifically, the Controller from the University of
Al aska is avail abl e online.

8:34:12 AM

REPRESENTATIVE MJUNOZ related her understanding that t he
university's opportunity to issue debt is about $317 mllion,
whi ch won’t change even with changing the cap. Therefore, she
opi ned that changing the cap wouldn’t affect tuition rates.

MR MLLER explained that the total outstanding debt the
university is authorized to issue is set by the Board of
Regent s. Currently, that I|imt is set at 5 percent of
unrestricted revenue. The aforenentioned is separate from the
university’ s annual debt service. He pointed out that if the
university needs to bond above the specified threshold, the
university wll seek that funding from the |egislature. I n
further response to Representative Minoz, M. Mller confirned
that changing the cap doesn't affect the university's ability to
bond that $317 million.

8:35: 57 AM

REPRESENTATI VE BUCH inquired as to whether students have any
i nvol venent in determning tuition costs.

MR. MLLER highlighted that the Board of Regents includes a
voting student representative on the board, which provides input
at that |evel. However, the decision is ultimately that of the
Board of Regents. Wth regard to the Fairbanks Student
Recreation Center, the Fairbanks students actually voted to
build that facility and inpose a surcharge. In further response
to Representative Buch, M. Mller confirmed that students who
may not have been part of the decision to inpose the surcharge
were faced with paying it.

8:38: 06 AM
REPRESENTATI VE WLSON inquired as to the percentage of students

who pay their own tuition versus the percentage of students
whose parents pay their tuition.
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MR MLLER said it would be difficult to establish that nunber,
but offered to provide it if he could.

8:39:10 AM

CHAIR SEATON remarked that such information nmay not be
avai l able, and in fact nay be confidential.

8:40: 40 AM

CHAI R SEATON, referring to page 1, lines 9-12 of HB 184, asked
if the |language neans that the university doesn’t have to cone
before the |egislature unless the anobunt being sought is above
the $2.5 mllion financing debt cap.

8:41.:55 AM

The commttee took an at-ease from8:41 a.m to 8:43 a. m

8:43: 02 AM

REPRESENTATI VE KELLY related his understanding that the bonding
is separate fromthe approval. Therefore, the receipt authority
is generated by the legislative action. The bill nerely states
that if the receipt authority is from bonds, the approval is not
required for the act of bonding itself. The |anguage doesn't
affect the power of the legislature over projects; rather it
says that once the legislature approves a project, the

university has the ability to bond at a higher |evel than before
wi t hout com ng before the | egislature.

CHAI R SEATON pointed out that the discussion seens to be as if
the legislature has to approve the projects if the university
totally bonds for it and pays for it itself. However, existing
| anguage on page 1, lines 9-13, says that the legislature only
has to approve the university’'s receipt authority if the anount
is more than the service debt of $2.5 mllion. Therefore, he
requested the sponsor have Legislative Legal and Research
Servi ces check the nmeaning of this |anguage.

REPRESENTATI VE KELLY agreed to do so.
8:46:31 AM

MYRON DOSCH, CPA, Controller, University of Alaska, offered to
answer any questi ons.
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8:47:02 AM

CHAI R SEATON asked if the university has to obtain |egislative
approval for bonded projects that are below the existing limt
of $1 mlIlion or the proposed $2.5 mllion limt.

MR. DOSCH answered that the university can issue debt if it’'s
below the specified |imt. The legislature approves those
projects through the receipt authority.

8:48: 10 AM

CHAI R SEATON posed an exanple in which the university decides to
issue debt for a project rather than go through a capital
proj ect request. He asked if the university can do so if the
antici pated debt service would be less than $2.5 mi|lion.

MR. DOSCH replied yes.

8:49: 01 AM

REPRESENTATI VE W LSON asked if the wuniversity could decide to
bond a project the |egislature denied.

MR. DOSCH replied no, and explained that the university would

still need the receipt authority to issue debt if it’'s a capital
proj ect .

8:49:43 AM

VR. DOSCH, in response to Chair Seaton, confirmed the

university’ s support for HB 184.
8:50: 31 AM

REPRESENTATI VE KELLY offered to obtain a position statenment from
the university.

8:51: 00 AM
REPRESENTATI VE  MUNCQZ  suggested that including «clarifying
| anguage referring to “projects greater than $2.5 mllion” on

page 1, lines 9-11, would be hel pful.

REPRESENTATI VE KELLY related his agreenment that HB 184 nmay
create an inconsistency with existing |aw He pledged to have
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the legislation scrutinized on the points the conmttee has
addr essed. The intent, he said, is not to place unforeseeable
restrictions on the university.

CHAI R SEATON pointed out that the portion of HB 184 referring to
the $2.5 million limt is addressing an annual paynment not the
cost of the project.

8:54:27 AM

CHAI R SEATON, upon determining no one else wished to testify,
cl osed the public hearing on HB 184. He announced that HB 184
woul d be hel d over.

8:56:43 AM

CHAI R SEATON di scussed the agenda of the upcom ng neeting and
materials the conmmittee nmenbers should review in preparation.

9: 00: 46 AM
ADJ QURNIVENT

There being no further business before the commttee, the House
Education Standing Commttee neeting was adjourned at 9:00 a. m
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