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CHAI R PAUL SEATON cal l ed the House Education Standing Conmmttee
neeting to order at 8:02 a.m Representatives Minoz, P. WIson,
Edgnon, Keller, Buch, Gardner, and Seaton were present at the
call to order.

HB 297- POSTSECONDARY SCHOLARSHI PS

8:02:39 AM

CHAI R SEATON announced that the first order of business would be
HOUSE BILL NO 297 "An Act establishing the governor's
performance scholarship program and relating to the program
establishing the governor's performance scholarship fund and
relating to the fund; relating to student records; making
conform ng anendnents; and providing for an effective date."

8:03: 36 AM

CHAI R SEATON of fered condol ences to ConocoPhi | |'i ps,
acknowl edging the loss of their president, Jim Bowes, who died
as a result of a snownobile accident.

CHAIR SEATON pointed out that several anendnents have been
circulated to nenbers as well as information previously
requested from the Department of Education and Early Devel opnent
(EED) .

8:04:59 AM
REPRESENTATI VE  KELLER reported he has received comments

indicating that HB 297 may put the rural comunities at a
di sadvantage, which he thought mnmay be the result of a

m sunder st andi ng, and is causing sonme frustration anong
constituents at large. He expressed his support for HB 297, and
stated his wunderstanding that this bill wll provide a wde

benefit to K-12 students throughout the state.
8:06: 42 AM

CHAI R SEATON stressed that the conmissioner views this as a
reform bill to bring about a statew de change in our schools.
Many of the coments, regarding disparity for rural Al aska
surrounds consideration of snmall schools versus |arge schools,
and whether the diversity of courses wll allow them to
i npl emrent the waiver program He stressed that the goal is for
core courses to be available to all students in Al aska.

HOUSE EDC COW TTEE -4- February 15, 2010



8:09:10 AM

DI ANE BARRANS, Executive D rector, Post secondary Educati on
Comm ssi on, Departnent of Education and Early Devel opnent (EED),
stated that passage of this bill wll represent "a huge step
forward" for the state, in terns of the types of financial aid
avai l able for Alaskans to pursue postsecondary education and
traini ng. In recent years, the comm ssion has devel oped an
outreach, and early awareness unit. Having the GPS program to
bring to students and famlies will be tremendous. The program
can be woven into information presented to students as early as
el enentary school . Pupi | s must have fundanental preparation in
el enentary and mddle school to benefit froma program like the
Governor's Performance Schol arship (GPS).

M5. BARRANS stated that the departnent is very supportive of HB
297 and appreciates being involved in the devel opnent of the
pr oposal . Rat her than create a separate or new application
process, the application process could "piggyback” on the
existing free application for federal student aid. Cost
estimates to bring up the program and to administer it are
nodest, she reported. She described the process currently in
place as an electronic process for the Alaska Advantage
Education Gant, which is a snmall needs-based grant program
which the division admnisters. The comm ssion exchanges
information electronically, with the U S. Depart ment of
Education, and the educational institutions in Al aska where
grant recipients attend. She reported that the current process
is efficient. Under this bill, an Al askan student would only
need to submt the Free Application for Federal Student Ad
(FASFA), the school would provide transcript information to the

post secondary institution, and "we becone co-gatekeepers, ... in
terms of ensuring the aid is distributed in an efficient and
effective manner." The other reason to propose using the FASFA

as a single application is to ensure that every student could
access the grant aid. Al t hough 1 nprovenents have been nade in
the nunber of students that conplete the FASFA, sone students
assunmed they will not qualify so they do not apply. Over the

past few years significant inprovenents have been nade. The
federal governnent 1is revising the FASFA and continues to
i nprove and streamine the process. She thought this would be

an efficient and effective way to adm ni ster the program
8:13: 57 AM

CHAIR SEATON recalled questions about adm nistering and
coordinating the program and the requirenment that the award
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paynent be directed to the institution. He asked whether this
is the normal process and whether any glitches happen when the
award is directed to the institution and not the student.

IVB. BARRANS responded the standard for financi al aid
adm nistration to have the funds be directed to the school to
ensure that the student has net the eligibility criteria and
qgual i fications. She clarified that this bill nakes avail able
financial aid, to existing prograns certified by the Departnent
of Labor & Workforce Developnent (DLWD), for new training
pr ogr amns. She opined that the burden would be on the
institution to develop the appropriate process to satisfy the
adm nistrative requirenments. Under this bill, the conmssion is
granted regulatory authority relative to schools participating
in the program She envisioned how a school would need to
denonstrate its admnistrative capacity to be responsible and to
ensure funds are appropriately disbursed.

8:16:12 AM

CHAI R SEATON asked whether that process would be acconplished
under the regulatory purview and not in statute.

M5. BARRANS answered yes.
8:16: 37 AM

REPRESENTATI VE EDGVON questioned the nechanics of the program
start-up and when the schol arshi ps woul d be ready.

M5. BARRANS offered that the first <class of high school
graduates to qualify would be the class of 2011. Those students

woul d enter their training programin the fall of 2011. It is a
relatively aggressive schedule to get the program up and
runni ng, but the comm ssion will begin discussions on program
i npl ementation, although funds will not yet be expended. She

deferred to the Departnent of Revenue (DOR) to respond to
guestions regardi ng finances.

8:18: 32 AM
REPRESENTATI VE EDGMON asked what happens when the $20 million
spin off is not spent; are the funds rolled into the principle

or held separate.

CHAI R SEATON stated that a DOR representative will respond to a
Iine of financial questions.
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8:19:11 AM

REPRESENTATI VE P. WLSON asked whether this is expected to be an
easy process to adm nister.

M5. BARRANS related that nost career and training prograns
currently adm nister sone form of aid. She did not think it
would be a stretch for nobst prograns to have sonme neans of
nmeeting the admnistrative needs involved in carrying out this
program

8:20:16 AM

REPRESENTATI VE KELLER asked whether the committee is satisfied
that it can identify the different tiers in WrkKeys, and wth
t he process necessary to inplenent the program conponents.

CHAI R SEATON said the departnent representative will speak to
t hat topic today.

8:21:18 AM

CHAI R SEATON referred to page 9, lines 2-16. He related that a
guestion arose about how students seeking apprenticeships would
qualify for the certificated training.

M5. BARRANS said she anticipated that the Departnment of Labor &
Wor kf orce Devel opment (DLWD) will determine its own criteria to
determne which prograns wll qualify wunder the career and
techni cal trade conponent. She referred to page 8, |ines 23-24,
whi ch read: " Sec. 14. 43. 835. Qualified post secondary
institutions. (a) The following institutions are qualified
post secondary institutions.”" She then referred to paragraph (2)
whi ch read: "a career and technical school program physically
|ocated in the state that has been included on a |list of
certified career and technical school prograns ...." She
anticipated that DLWD will promul gate regul ati ons and designate
certain prograns as qualifying or not-qualifying; factors that
could be considered wll include whether or not tuition is
charged, and other educational costs, which could be covered by
the GPS award. She related that sone apprenticeships pay a
stipend, while others do not.

8:23: 36 AM
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CHAI R SEATON remarked that the onus would be on the DLW to
designate the prograns which neet the criteria. O her stipends
or self-pay prograns would be identified in the FAFSA. He asked
whet her this could be handl ed t hrough regul ati ons.

M5. BARRANS stated that it 1is wunusual for a student not
participating in a federal aid program to file the FAFSA but
not hing prevents them from doing so. The departnent would need

to communicate the process for application. She related that
the comm ssion also receives copies of the FAFSA's fil ed. The
FAFSA docunent will handle this hurdle, or the departnent could

create an alternative application process via regulation.
8:25: 05 AM

REPRESENTATI VE MUNQZ asked whether the nerit-based career and
techni cal schol arship requirenents are the sanme for academ c and
techni cal career paths.

M5. BARRANS said they are not the sanme requirenents.

REPRESENTATI VE MJUNOZ requested a review of the differences
bet ween t hem

M5. BARRANS suggested M. Jeans would cover this during his
testi nony today.

CHAI R SEATON el aborated that the commttee would like to know
how schol arships awarded will vary or coincide between career
pat hs. He asked how the program will apply to someone who
qualifies for the academ c scholarship, but chooses to take a
career technical path. The commttee's understanding is that a
student choosing a career technical program will be limted to
$3, 000, even if they qualify for the highest academ c award.

M5. BARRANS agreed that is correct.

CHAI R SEATON suggested that the conmttee nmay make a request for
the commssion to work with the departnent on aligning this
aspect of the bill.

8:27.39 AM
EDDY JEANS, Director, School Finance and Facilities Section,
Department of Education and Early Devel opnent (EED), directed

attention to the bill, page 9, and said he would continue to
present the sectional analysis of the bill.
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CHAI R SEATON related an issue regarding non appropriation of
funds, by the legislature, to cover the program He referred to
page 9, line 30, which indicates distribution on a pro-rated
basi s. He asked how this would be admnistered and how the
qualification determ nati on woul d be handl ed.

MR. JEANS envisioned that anyone who qualifies for an award
woul d receive sonme award on a pro-rated basis.

8:29:01 AM

REPRESENTATI VE EDGMON asked what occurs with accrued interest
that is not expended.

MR. JEANS responded the first step is the appropriation to the
CGovernor's Schol arship Fund (GSF); $400 mllion. The incone
fromthe GSF requires an appropriation by the legislature on an
annual basis into an inconme fund. The inconme fund is what the
Post secondary Education Comm ssion will draw from for awards.
The unexpended funds remain in the incone fund, and are
available in subsequent years wthout the need of further

appropriation by the |egislature. He related from his
conversations with the DOR, that any noney generated from the
income fund is subject to appropriation. The principal is

avai lable in subsequent years wthout further authorization.
The process would be simlar to the way the public education
fund currently operates in regards to the foundation fornula, he
st at ed.

8:30: 21 AM

REPRESENTATI VE EDGMVON envisioned that, as the demand for the
program grows, nore schools and students will be notivated to
participate in the program The program participation my
initially be low, but would likely increase over tine. He

stated he would Iike to see the projected figures.

MR. JEANS directed attention to the schedule in the commttee
packet, which indicates the annual drawdown. He estimated it
woul d take four years before the fund would be up to the ful
$20 nmillion. He offered his belief that it would be earning
close to the $20 million in the first couple years assumng a
five percent interest on the full $400 million. The legislature
woul d have the option to appropriate the full amunt of the
income, or leave it in with the principal and appropriate it at
a future date
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REPRESENTATI VE EDGVON identified this as an inportant process to
di scuss, as the commttee may need to address provisions such as
t he needs-based aspect of the bill.

8:32: 38 AM

CHAI R SEATON asked whether the statutory percent of market val ue
(POW) is established, based on an average return on investnents
allowing for a three percent inflation-proofing on the $400
mllion, or if another structure would be put in place.

MR. JEANS deferred to DOR He explained that EED used the five
percent, as available for appropriation based noney, on a multi-
year average of the Pernmanent Fund.

CHAI R SEATON related that this was not apparent in the comnmttee
packet or in the bill. He surm sed there is an assunption that
the five percent will be avail able for appropriation.

MR. JEANS concurred with the assunption.

8:34: 06 AM

REPRESENTATI VE KELLER pointed out that this |egislature cannot
commt future legislatures, as each legislature may appropriate
funds they find prudent.

8:34:45 AM

CHAI R SEATON stipulated that questions about the interest
generated will be directed to the representative from DOR

MR. JEANS referred to proposed AS 14.43.850, regarding the

report to the |legislature. The program admnistrators, EED,
DOR, DLWD, and UA, will report within 10 days of the start of
each legislative session, information on the GPS. The

information is to include the nunber of applicants and awards
for each type of scholarship, in current and past years, and
of fer projections for the comng year. Additionally, the report
will include trends in data reflecting the goals stipulated in
proposed AS 14.43. 810.

8:36: 02 AM

CHAI R SEATON asked whether the report would be a consolidated
report.
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MR. JEANS replied yes.

MR. JEANS turned to page 10, line 23, proposed AS 14.43. 890,
which specifies the definitions of conmm ssion, conm ssioner,
depart nent, gr ade- poi nt average (GPA), mlitary service,

program and school district.
8:36: 38 AM

CHAI R SEATON asked whether a definition will need to be inserted
to include letter grades as well as letter grades one for the
GPA.

MR. JEANS answered no. He referred to page 5, line 28 of HB
297, which read, "the mninmum grade-poi nt average that the
student nust have achieved in high school to be eligible for
each of the three tiers of academc ...."

CHAIR SEATON related that the GPA can be handled in an
anmendnent .

8:37:42 AM

REPRESENTATI VE GARDNER returned to page 38, proposed AS
14. 43. 835, and asked the rationale for reducing the award for
vocational educati on. Some of the career-based prograns are
just as expensive as academ c paths. She asked the reason the
award would be limted to only $3,000 for a career path.

MR, JEANS said it is up to the legislature. The depart nent
chose a "mddl e of the road" anount to insert.

8:39: 09 AM

CHAIR SEATON directed attention to the handout, titled "GPS
Schol arship HB 297/ SB 224 handout, dated 2/12/2010."

MR. JEANS explained that there are two parallel scholarship
progr ans. One is the academ c scholarship, which allows the
three-tiered academ c schol arshi p. He referred to the mddle
section of the handout, to AS 14.43.820, and explained under
this track the intent is that the student wuld attend a
university or college that leads to a certificate or degree.
The University of Alaska System offers certificate as well as
degree prograns. He stated that reading across the chart, under
the career and technical path, a student would attend a career
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or technical school that has been approved by DLW, which is a
di fferent track.

REPRESENTATI VE GARDNER offered her belief that a top-Ileve
academ ¢ schol arship qualifying student could choose to take a
vocational career path. She questioned why students who choose
the vocational path would receive a |esser award, especially
given that the programs may cost as nmuch or nore than the
uni versity career path prograns.

MR. JEANS responded that the departnent did not set a range of
awards. He related that if the program |l evel was set at $10, 000
and the program cost was $3,000, the student would only receive
$3,000. He stated that it is up to the legislature to nake the
decision on the amount of the award level for the career and
techni cal award

8:41: 56 AM

REPRESENTATI VE GARDNER asked whether an argunent could be made
to make the award less and if it was a cost-savings neasure.

MR. JEANS assured the commttee that this is not a cost-savings
measur e. The departnent just reviewed the academic award and
deci ded $3, 000 represented the m d-range | evel.

8:42:31 AM

CHAI R SEATON asked whether this program is patterned after the
Hat haway Plan, which identifies different cost structures for
uni versity and community coll eges.

MR. JEANS concurred that the Hathaway Plan was the nodel used
but he did not recall the award levels in the nodel.

8:43: 14 AM

REPRESENTATI VE P. WLSON | anented that a student on an academ c
path could have 100 percent of his/her tuition paid, and asked
why a student in the career and technical program would not also
receive that |evel of assistance if he/she has earned the
appropriate grade point average.

CHAIR SEATON asked whether this is a policy call for the
comm ttee to determ ne.
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MR. JEANS said that it is a policy decision and stressed it
woul d be difficult to identify the appropriate rate.

REPRESENTATIVE P. WLSON expressed her interest in having a
policy set that will serve both paths in the sane way.

8:46: 14 AM

CHAI R SEATON clarified that HB 297 contains qualifications which
are different for career and technical prograns than for the
academ c core principles. The question is whether a student who
qualifies for a high-level academc award can apply that award
to whatever Alaska institution or program the student desires
He cautioned that the prograns are not the sane.

REPRESENTATI VE KELLER agreed. He noted the criteria for
qualification differs [between the career and technical program
and the academ c programi. There nay be a value in having a cap
in ternms of controlling the cost.

8:48: 27 AM

CHAIR SEATON clarified that the aforenentioned is why the
programis not set up to pay the full tuition, but this program
is a nonetary award to an individual. An anendnment wll be
considered to this section, he noted.

8:49: 59 AM

MR. JEANS turned to page 11, line 9-14, to Section 5, which
refers to the admnistration of the program by the ACPE. He
then referred to page 11, line 31, to Section 6, which provides

DLWD the authority to carry out its tasks for the career and
techni cal aspects of the program

REPRESENTATI VE BUCH, in response to Chair Seaton, related
Section 6 begins on |ine 15.

CHAI R SEATON agreed, noting the new | anguage begins on page 11,
line 31.

8:51: 04 AM
MR JEANS directed attention to Article 8A Governor's
Perf ormance Schol arshi p Fund, which begins on page 12, |line 4 of

HB 297. This is the establishment of the GPS fund. He recalled
that $400 nmillion appears in the |language section of the
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governor's operating budget. He related that Section 17 would
provi de the DOR the authority to nmanage and invest the funds.

8:52:12 AM

CHAI R SEATON related it appears that this represents a nonth-end
mar ket val ue of the preceding three fiscal years, nmaking this a
statutory percent of market value (PMOV) nethod. He comment ed
that the DOR will address this later.

8:53: 00 AM

MR. JEANS referred to page 13 of the bill which establishes the
transition provisions.

REPRESENTATIVE P. WLSON asked for the difference in the
definitions presented on page 13, line 2, and those listed on
page 10.

MR. JEANS answered that the definitions on page 13 would apply
to the DOR

8: 53: 54 AM
REPRESENTATI VE EDGVON recal l ed that not-for-profit organi zations
are only allowed to spend up to 5 percent of the earnings each

year. He asked whether this would apply to the GPS.

CHAI R SEATON answered that question would be posed to the DOR

8:54:31 AM

CHAI R SEATON said that the question of donations to the fund
will be forwarded to DOR He then rem nded the commttee that
another bill before the |legislature would change the cap

regarding [corporate] donations to the university and the tax
credit received for those donations. The question, he related,
will be whether that would apply to this [scholarship]. Current
corporate tax laws allow a donation up to $100,000 in corporate
taxes and receive a 50 percent tax credit and donations of
$100, 000- $200, 000 in corporate taxes receive a 100 percent tax
credit.

MR. JEANS agreed the question would apply to the DOR He
explained that the transition section provides the departnents
involved the authority to inplenent regulations to govern the
program He referred to page 13, line 16, which provides the
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transition for the first three years of the program Thi s
provision would allow the departnent to develop a transition

nodel for those students. He provided the exanple in which a
student nmay graduate in 2011, but nmay not have taken four years
of math. A regulation will be adopted to address these types of

situations, he said.
8: 56: 54 AM

CHAIR SEATON clarified that current high school seniors who
could otherwise qualify would need to neet core curriculum
requi renents.

MR, JEANS said it is not the intent of the departnent to reduce
the curriculum requirenents, but there nay be current seniors
who did not nmeet the curriculum requirenents since they nmay not
have been aware of the GPS requirenents.

REPRESENTATI VE KELLER asked whether on-line curriculum courses
have been considered as a neans to neet the requirenents. He
provided an anecdote to illustrate this possibility. The
current technology should be inplenented where applicable, he
st ressed.

8:58:47 AM

MR. JEANS expressed his wunderstanding that the grade point
averages as well as the assessnent scores will not be |owered

However, sone students in their junior year of high school may
have only taken two years of math. Those students would need to
take an additional year of math in their senior year, wthout
requiring the student to go outside his/her normal school day to
acconplish two years of math in one year

8:59: 22 AM

REPRESENTATI VE GARDNER asked whether the transition regulations
are realistic for i npl enentation wthin this aggressive
tinmeline.

MR. JEANS answered yes. He nmentioned that the departnment has
started work on draft regulations. He offered to share them
with the legislature at sone point. He related a simlar
process was used to inplenment regulations on another bill.
Whil e the regul ation process has begun the regul ation process is
a public process, so this effort will represent the departnent's
first cut at the regul ations.
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9:01: 01 AM

CHAIR SEATON related that if the tineline does not allow for
regul atory process, since this is the transition period the
commttee could also work to ensure that the bill IS
appropri ately adj usted.

MR. JEANS related that the departnment has several avenues
available to address the critical sections, such as adopting
enmer gency regul ati ons.

9:01: 50 AM

REPRESENTATI VE GARDNER t heorized about a student who does not
nmeet the rigorous qualifications and has mssed a required

course. She asked how this instance will be addressed once the
student has already graduated. She asked if graduation
represents the "drop-dead date" or whether students have
alternatives to make- up t he cour se, such as t hr ough

corr espondence cour ses.

MR. JEANS agreed that an alternative pathway would exist for
st udent s. He related that the comm ssioner has allowed for
t hese pathways, such as taking correspondence over the summer,
classes at their first year at the university, or other neans.
The State Board of Education and Early Devel opnent (BOEED) wil |
be developing the process by which these students wll be
consi der ed.

REPRESENTATI VE GARDNER asked whether that process works for
sonmeone who did not take courses as a high school sophonore but
awakens as a senior to the reality of their situation. She
asked if he/she would be treated as soneone on track for an
alternative pathway or if it would be too |ate once the student
has graduat ed.

MR. JEANS offered to scrutinize that section, and said at sone
point it is considered a "drop-dead” situation.

9:03: 32 AM
REPRESENTATI VE KELLER related that the wvalidity of the
curriculum is determined by the local school district, not the

EED. He asked whether the local district would have the option
of providing a virtual school as an alternative pathway for a
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student who perhaps began focusing on the GPS late in high
school

MR. JEANS answered yes.
9:04:13 AM

MR. JEANS referred to page 13, line 19, and explained that the
first class to be eligible will be the class graduating fromthe
school year June 30, 2010, through July 1, 2011. Schol ar shi ps
will be available to them after July 1, 2011. The students
graduating early in 2011 will be eligible for the program but
the funding will not be available until after July 1, 2011

CHAI R SEATON surm sed then that students who graduate this year
won't be included in this program the program will start after
June 30, 2010.

MR. JEANS agreed. He stated the sectional review is conplete.

CHAIR SEATON noted the imediate effective date for the
regul ati on conponent and for the transitional provision.

9: 05: 53 AM

REPRESENTATI VE P. WLSON inquired about this year's high schoo
graduates who wll not qualify for the program She asked
whet her any way exists for themto qualify.

MR. JEANS answered no. He related that the law specifies the
dates and it does not include the students who are currently
hi gh school seniors. In further response, he confirned that the
date covers the transition period as well as the scholarship
program i npl enent ati on.

9:07:50 AM

CHAIR SEATON directed attention to the spreadsheet titled,
"Governor's Scholarship Program updated 1/7/10." He recalled
di scussing home school students, which are reflected in the
spr eadsheet . He asked for the nunber of students who would
qualify if they attained a CGED through the University of Al aska.

MR. JEANS answered that the UA does not issue GEDs.
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CHAIR SEATON nmmintained his wunderstanding that the UA has
provi ded GEDs and suggested further response nmay be received
fromthe university system

9:09:47 AM

REPRESENTATI VE EDGMON asked whether a definition is needed on
page 6, line 8, to indicate "equivalent to the high school
di pl oma. "

MR. JEANS indicated that provision was intended to address the
private and hone school prograns. He did not think a definition
is necessary, but it wll be determined via the regulatory
process, he said.

9:11:17 AM

CHAIR SEATON indicated it my be assuned that students who
choose to take a CED could be consi dered honme school graduates.

MR. JEANS stressed that it is not the intent of the departnent
to allow applicants to enter the program under this type of

prem se. The conm ssioner envisions that hone school parents
will denonstrate how their student has net the curriculum
requirenents and will provide docunmentation to that effect. It

is not the intent of the departnment for students to drop out of
hi gh school, obtain a CGED, and have the parents declare that the
student has been in a home school program

9:12:32 AM

REPRESENTATI VE KELLER pointed out that this enphasizes the need
for a qualifying test to neasure abilities. G ades are
subj ective, he opined, and achievenent testing is crucial to the
program

CHAI R SEATON offered his belief that under consideration are the
students who achieve, but do not conplete the other criteria,
such as obtain high scores. Wi vers are available for certain
aspects of the criteria but not all, he stated.

REPRESENTATI VE GARDNER said that there does not appear to be
wai vers for students who take alternative pathways.

CHAIR SEATON agreed that waivers are not allowed, but
alternative pathways are established for the program
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9:14: 04 AM

REPRESENTATI VE KELLER reiterated that every district will have
di fferent standards for how they approve curriculum and grades.
He did not think that the commttee should address curricul um or
grades since this will be left up to the individual districts to
decide. He stressed that the nmeasurenent of achievenent is very
i nportant to consider.

9:14:49 AM

REPRESENTATI VE MUNQZ asked whether this program would apply to
an ol der student, who returns to school or neets conparable
requi renents, such as a GED or a university program She asked
whet her those students would have an opportunity to qualify for
t he program

MR. JEANS explained that individuals who have achieved the age
of 16 are no |onger conpul sory school -age students. He further
expl ai ned that holding a GED does not translate to being a high
school graduate. Students nust neet the course requirenents and
nmust pass the high school qualifying exam Thus, a student with

a GED could re-enroll in public school, so long as they neet the
school age of up to 19 years, and conplete the curriculum
requirenents to qualify for this program There are many

avenues for students to take advantage of this program he
st at ed.

9:16:40 AM

JERRY BURNETT, Deputy Conm ssioner, Ofice of the Comm ssioner
Depart ment of Revenue (DOR), introduced hinself.

CHAIR SEATON asked M. Burnett to begin by reviewng the
mechani sm for establishing the fund.

9:17:22 AM

MR. BURNETT related that the fund would be established with an
appropriation of $400 mllion as well from potential donations.
The earnings on the fund will remain in the fund. The cl osest

analogue to this is the Children's Trust Fund, which was
established by donation, although the earnings are different.
The first year the noney will be invested and will be based on
the need for a 5 percent real rate of return, which would work
to establish an asset allocation of fixed incone and equities

He related the target would be to obtain between 7.5 to 8.5
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percent rate of return, depending on inflation, simlar to how a
pension fund is managed. This would be a |ong-term endowrent
approach for investnents. The value would be calculated on a
monthly basis, and the 5 POW would be reported as avail able for
appropriation. The legislature would then have the opportunity
to appropriate the noney to the "spendabl e account,” which would
be the funds used. This proposed fund is not a dedicated fund
so the legislature could appropriate nore or less than the 5
POW on an annual basis. The assunption would be that the
governor's budget document would contain the 5 percent figure

However, the market varies and fluctuations do occur. He
related an anecdotal scenario to illustrate his point. He
offered that over a long period of tine the 5 percent will be
achi eved. Currently, tax credits are available for donations
for qualified postsecondary education institutions such as the
UA or Al aska Pacific University. The bill as witten would not
allow for a corporate tax credit on donations into this fund, he
opi ned.

9:21: 30 AM

REPRESENTATI VE KELLER asked whether the |anguage could be
anended to al |l ow corporate donati ons.

MR. BURNETT stated that he was not aware of any constitutiona
prohibition to make this type of tax credit avail able.

9:21: 53 AM

CHAI R SEATON agreed that the tax credit is not contained in HB
297, which allows for donations.

MR. BURNETT related that this would refer to a tax credit or
contribution to education or to an institution.

REPRESENTATI VE KELLER offered that the bill could be anended.

REPRESENTATI VE GARDNER remarked this bill indicates that the
fund is not a dedicated fund so the |egislature would have
access to the funds to use for other purposes. Thus, a

corporation may choose not to nake a donation to the proposed
GPS fund.

MR. BURNETT agreed one of the criticisns of the Children's Trust
Fund, which allows for donations, is that the fund is not a
dedi cated fund. Thus, the legislature can use the funds for
anot her purpose. He responded to an wearlier question by
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Represent ati ve Edgnon about tax deductions on federal taxes. He
related that he could not specifically answer this, but they
likely are deductible so long as the criterion is net. He did
not know if this would qualify and people would need to seek
advi ce.

9:24:35 AM

REPRESENTATIVE P. WLSON requested a final answer on whether
this could be altered.

REPRESENTATIVE MJUNQZ asked how the UA currently accepts
donations of this type.

MR. BURNETT related he could not specifically answer that
guestion, but recalled the UA solicits donations and funds are
directed to a foundation or the UA directly.

REPRESENTATI VE MUNOZ inquired as to the flexibility UA has to
manage the funds.

MR. BURNETT answered that the UA owns its own assets so a
donation to the UA is not something the legislature has the
authority to appropriate.

9:26:19 AM

REPRESENTATI VE BUCH referred to page 12, line 24, and to the
average nonth-end market value of the fund for the imed ate
preceding three fiscal years.

MR. BURNETT answered that it is based on nonthly asset val ues
averaged over the past three years.

9:27:11 AM

REPRESENTATI VE BUCH asked him to describe how the fund is
overseen and how it would be managed in relation to how the
Al aska Permanent Fund i s managed.

MR. BURNETT responded this proposed GPS fund woul d be managed by
the DOR through a conbination of fixed incone and equity
i nvest ments. He related that the DOR manages about $16 billion
internally for the pension funds, the general fund (GF), the
constitutional budget reserve fund, and other funds. He related
that a nanager or managers would be hired to nmanage the equity
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securities and to oversee the daily reports that are received.
Mar ket securities would be foll owed to deternm ne nonthly val ues.

9:29: 30 AM

REPRESENTATI VE BUCH recalled the past market volatility. He
related that the Permanent Fund Corporation lost noney in its
i nvestments. He questioned if this is nmanaged in the sanme way,
whether this fund will be subject to the sane frailties of the
mar ket .

MR. BURNETT responded that every fund is subject to the
frailties of the nmarket. The assets are formally reviewed
quarterly. The DOR mnade positive decisions to |eave asset
all ocations as they were during the nmarket. Thus, the market
| osses were not due to an accident, but given the situation the
DOR made a determ nation on how to proceed. In further response
to Representative Buch, he offered the DOR made a conscious
decision at each juncture that a better choice of managing the
i nvestnments was not avail abl e.

9:31:40 AM

REPRESENTATI VE P. WLSON recalled that the Al aska Permanent Fund
i s managed over a five-year period while this proposed fund wl|
be managed over a three-year period. She inquired as to what
the difference will be.

MR. BURNETT related that the longer period tends to snooth
paynents nore and shows |ess <change from year to year
Potentially, the growth is also nore rapid. The bi ggest
difference is that the calculation used to determ ne the anount
of the Permanent Fund Dividend is based on realized earnings.
Real i zed earnings are capital gains from the sale of equities
and other investnents, dividends, and interest received. That
can be considerably different than changes in market val ue. He
related a scenario in which a set of stocks is owned that does
not pay dividends, so when the stocks double in value the
i nvestor has no realized incone. If the state were to have the
sane set of investnents but uses a POW calculation, the state
woul d have inconme to appropriate. The Al aska Permanent Fund
woul d have no inconme for calculating the anount available for
appropriation. This is a significant difference and is
particularly inportant to note because the calculation under
generally accepted accounting principles of incone is based on
mar ket val ue and not on realized earnings.
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9:34:22 AM

CHAIR SEATON presuned that the snoothing over the three-year
period is used since the DOR is doing a nonthly value instead of
a year-end val ue.

MR. BURNETT agreed that it would tend to have less volatility
usi ng nont hly averages and snoot hing over the three-year period.

9:34:59 AM

REPRESENTATIVE P. WLSON related that noney would be deposited
to the proposed GPS fund and any unexpended funds would renain
in the proposed GPS fund. She asked if this nmethod offers a
better protection of the funds than returning [any unexpended
funds] to the principal

MR. BURNETT explained that the way the proposed GPS fund is set
up that if the legislature appropriated 5 percent of the average
mar ket value from the fund to the "spendable account” it would
stay in the "spendable account”™ and would be available for
expendi t ur es. The funds would be invested in a less volatile
i nvestnment, would be part of the G- investnment as fixed incone.
Thus, the funds are less |likely to lose value in the short term
So, in sonme sense it is better protected, but funds also remain
avai | abl e.

9: 36: 37 AM

CHAIR SEATON related that sone students would qualify for
schol arshi ps mdway through the year. He opined that it is
inmportant to avoid a pro-rated situation or a situation in which
t he schol arships would not be available unless the |egislature
nmeets to appropriate nore funds. [ The aforenentioned account]
would allow funds to be available for those schol arships that
were already appropriated. He asked if that is what is being
consi der ed.

MR. BURNETT replied yes, and recalled that a simlar fund was
established to pay tax credits on production taxes. The intent
was to deposit noney based on a forrmula and the nonies would be
avai l able when the tax credits needed to be paid rather than
having a situation in which people are waiting to be paid and
t he departnent has to request an appropriation.

9:38: 32 AM
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RYAN BUCHHOLDT, Speaker of the Assenbly, Union of Students,
University of Alaska (UAA), stated that the Governor's
Performance Schol arship Program falls short since it does not
contain a needs-based conponent. He researched the "Taylor
pl an" states and of the 22 states cited nost plans contain a
needs- based conponent, and sonme have strong needs-based
conponents such as famly incone ceilings as part of the
eligibility requirenents. He related his pleasure of the
earlier nmention that there is a draft anendnment for a needs-
based conponent. He said he thought it is inmportant to consider
addi ng the needs-based conmponent since it is difficult for |ow
i ncome students to bridge academic barriers and achi eve success.
He closed with a quote from the Wstern Interstate Conm ssion
for H gher Education (WCHE) representative at the Joint House
and Senate Education Comrittee neeting in Novenber when the

governor's plan was first discussed. He read the quote as
follows: "Hybrid plans are really the best plan if your goal is
access to success."” Thus, the thought is that what is good for

the state is not only getting the best "bang for the buck"” for
its noney, but also better access for the success of the State
of Al aska through its future |eaders. These future |eaders are
our current students, he stated.

9:41: 26 AM

NI CK  MOE, Political Sci ence Student; CGovernnent Relations
Director, University of Alaska Anchorage, explained that as the
Governnent Relations Director at UAA, his job is to harness al

the excitement for this scholarship plan. Students have
gathered over 1,500 signatures in support of a needs-based
option for the GPS. Additionally, five individual letters from
students were published in the Anchorage Daily News in support
of a needs-based option. He pointed out that although the
students advocating for the proposal wll not benefit, the
students see it as a neans to provide access to postsecondary
education. College costs are rising and it is nore difficult to
obtain lending from private and state sources. He offered a
personal anecdotal situation in which he was denied a student
| oan because he missed the credit score by 20 points, even

though he had previously received the student | oan. Some
student |eaders wll soon travel to Juneau to present their
support and research to the |egislature. He urged nenbers to
anend the bill to include a needs-based option.

9:43:41 AM
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AMY V(OSS, Representative, Student Governnent, University of
Al aska Anchorage, stated that she is recent college graduate,
with a double major in German and International Studies. She is
currently taking courses in German and Spanish and substitute
teaches German in the Anchorage School District. She had
opportunities to attend other colleges and while her friends
went to the Lower 48 to attend school, she chose to remain in
Al aska, primarily since she received a schol arship. She said
she did not regret her decision and her plan is to remain in the
state and work. She commended the governor for introducing GPS,
but she al so enphasized the inportance of adding a needs-based
conmponent to the program which she thought will also encourage
students to remain in Alaska to attend college and becone
| eaders in Al aska.

9:46: 12 AM

SAI CHI OBA, Associate Vice President for Students, University of
Al aska Anchorage, stated that students support the GPS as well
as a needs-based conponent, which the president [of the
uni versity] supports also. Wth regard to the earlier question
about GEDs being awarded by the University of Al aska, M. ba
expl ai ned that although currently the main canpuses do not award
GEDs, comunity canpuses facilitate the preparation and the
testing of GEDs throughout Al aska. He offered to provide the
information regarding GEDs to the conmttee via D ane Barrans
and Comm ssioner LeDoux. In response to Chair Seaton, he
offered to provide the information to the commttee, as well.

9:47: 27 AM

CHAI R SEATON, after first determning no one else wshed to
testify, closed public testinony on HB 297.

CHAI R SEATON then called attention to the amendnents subnmtted
by nmenbers. He stated his desire to have these anendnents
posted on the web site or noved by the commttee.

9:48: 37 AM

REPRESENTATIVE P. WLSON made a notion to have the anmendnents
before the commttee for consideration, and asked for unani nous
consent .

REPRESENTATI VE KELLER obj ect ed.

REPRESENTATI VE GARDNER al so obj ect ed
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9:48: 59 AM

REPRESENTATI VE EDGVON asked whether the anendnents to Dbe
considered are limted i n nunber.

CHAI R SEATON answered no. He said he would like to at |east
have the anendnents presented even if they are tabled and posted
as pending anendnents on the web site for the public to also
revi ew.

[ The comrittee treated Representative P. Wlson's earlier notion
as w t hdrawn. ]

9:49: 50 AM

REPRESENTATIVE P. WLSON nmade a notion to adopt Anendnent 1,
| abel ed Version 26G 2, (2/12/2010), (12:42 pm, which read as
follows [original punctuation provided]:

Page 1, line 9, follow ng "award of a":
I nsert "nmerit-based"

Page 3, line 17, follow ng "acaden c schol arship":
Del ete "and"
| nsert ","

Page 3, line 17, follow ng "school schol arship":

I nsert "and a needs-based schol ar shi p"

Page 7, Iline 5, followng "awards for the":
Del ete "progrant
Insert "nerit-based prograns”

Page 8, following line 3:

| nsert:
" Sec. 14. 43. 828. Eligibility for a needs-based
scholarship and maxi num awards. (a) Subject to
appropriation, the commssion shall award a needs-
based scholarship to a student who neets the
eligibility criteria for the award
(b) A student is eligible to receive a needs-based
scholarship if the student
(1) is eligible for a nmerit-based academc
scholarship or a nerit-based career and technica
school schol arship; and
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(2) can denonstrate in a year in which the student
receives a scholarship that the student has unnet
financi al need greater than $2,000.

(c) The maxi num anount for the needs-based award is
50 percent of unmet financial need greater than
$2, 000.

(d) The qualified postsecondary institution attended
by the student shall determ ne unnmet financial need by
subtracting from the student's allowable standard
costs of attendance at the institution all non-Ioan

sources of financial support, including an expected
famly contribution and all federal, state, and
private scholarships or grants received by the
st udent .

(e) In this section,

(1) "allowable standard costs of attendance" neans

(A) for a student who receives a nerit-based academ c
schol arship, the | esser of the

(i) standard costs of attendance at the University of
Al aska, as determ ned by the comm ssion; or

(i) actual costs of attendance at the qualified
post secondary institution that the student attends or
plans to attend, as determ ned by the conm ssion;

(B) for a student who receives a nerit-based career
and technical school schol ar shi p, the costs of
attendance at the qualified postsecondary institution
that the student attends or plans to attend, as
determ ned by the conmm ssion based on room and board
costs that do not exceed the standard room and board
costs at the University of Al aska as determ ned by the
commi Ssi on;

(2) "expected famly contribution” neans the anount a
student or the student's famly is expected to pay
towards the student's costs of at t endance, as
determined by use of the nost recent federal Free
Application for Federal Student Aid."

CHAI R SEATON obj ected for the purpose of discussion.

REPRESENTATI VE GARDNER nade a notion to table proposed Anendnent
1. There being no objection, proposed Arendnent 1 was tabl ed.

9:51: 03 AM

REPRESENTATIVE P. WLSON nmade a notion to adopt Anendnent 2,
| abel ed which read as follows [original punctuation provided]:

HOUSE EDC COW TTEE -27- February 15, 2010



Page 5, line 28:
Del ete "grade-point"
I nsert "grade"

Page 5, line 30, follow ng "schol arship;":

Insert "the top tier is the A average tier, the second
tier is the B average tier, and the third tier is the
C plus average tier; the grade-point average for the A
average tier is 3.5 or higher, for the B average tier
is less than 3.5 but no less than 3.0, and for the C
plus average tier is less than 3.0 but no less than
2.5; the board shall set by regulation mninmm
requi renents based on a substantially simlar standard
for districts that do not assign grades;

Page 6, followng line 2:

| nsert " (4) a process by which a student who
neets the grade standards in (2) of this subsection
for a particular tier, but does not neet the m ninum
scores established under (3) of this subsection for
that tier, may apply for a |l ower tier scholarship;"”

Page 6, line 3:

Del ete "(4)"
I nsert "(5)"
Page 6, line 5:
Del ete "(5)"
| nsert "(6)"
Page 6, line 7:
Del ete "(6)"
I nsert "(7)"

Page 6, line 23:
Del ete "grade-point"
| nsert "grade"

Page 6, line 24, follow ng "school;":

Insert "the mninumis C plus average; the C plus
average requirenment is a grade-point average of 2.5 or
hi gher; the board shall set by regulation mninum
requi renents based on a substantially simlar standard
for districts that do not assign grades;"”

CHAI R SEATON obj ected for the purpose of discussion.
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9:51: 30 AM

REPRESENTATI VE GARDNER nade a notion to table proposed Anendnent
2. There being no objection, proposed Arendnent 2 was tabl ed.

9:52: 02 AM

REPRESENTATI VE GARDNER asked to pose a question. She referred
to proposed Amendnent 2, which was just tabled, and pointed out
that an adjusted grade point average (GPA) for advanced
pl acenent cl asses are scored differently and are counted as five
poi nt s. Thus, the advanced placenent courses are a neans to
affect a student's GPA

CHAI R SEATON rel ated that the departnent will provide additiona
i nformati on. He asked whether the GPA is based on the core
curriculumclasses or for all cl asses.

[ HB 297 was taken up again later in this neeting.]

HB 206- H GH SCHOOL ASSESSM T/ POSTSECONDARY CLASS

9:53: 36 AM

CHAI R SEATON announced that the final order of business would be
HOUSE BILL NO 206 "An Act establishing a career assessnent
requirenent in public schools; and relating to postsecondary
courses for secondary school students.”

9:53: 50 AM

CHAIR SEATON rem nded the commttee that the questions for
Departnment of Education and Early Developnent were regarding
aligning WrkKeys with state standards and a national eval uation
that mght align with college entrance scores.

9:54: 33 AM

LES MORSE, Deputy Comm ssioner, Ofice of the Comm ssioner,
Department of Education and Early Devel opment (EED), stated that
he previously served for five years as the Director of

Assessnent and Accountability in the departnent. He offered to
di scuss previous questions the committee had on W rkKeys and
state standards. He began by addressing the question on

Wor kKeys relative to the alignment to the state standards. The
departnment previously reviewed the conpetencies that are tested
on WirkKeys and have conpared themto the conpetencies tested in
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the state's testing program He stated that nost of the
conpet enci es assessed on WrkKeys match and offered to provide a
chart to lend clarity. Most of the standards match and nmany are
slightly lower on the WrkKeys than the requirenent on the High
School Graduation Qualifying Exam (HSGQE), but about 4 of 24
| anguage arts standards are slightly higher than those required
on the testing programat the HSGQE level. In ternms of the math
standards, the 17 math standards tested in WrkKeys do not
appear to be nore difficult than those in the HSGQE, he stated.

9:56: 46 AM

CHAIR SEATON offered his belief that WrkKeys has various
| evel s, and asked whether the highest level of attainnent on
Wr kKeys is equivalent or slightly below the m ni num conpetency
on the graduation requirenents.

MR MORRIS clarified that excludes the Platinum level, which is
a newer |evel not available for conparison at the tinme the study
was done. There are four levels on the WrkKeys: Bronze,
Silver, Gold, and Platinum Since the Platinum |l evel is so new
informati on was not available for conparison, but he anticipated

that Platinum |evel would be above the others. The concepts
will be simlar concepts but may be nore challenging in the
hi gher | evel. However, none of the concepts would be different

than curriculumtaught, although the rigor mght be different.
9:58: 06 AM

REPRESENTATI VE P. W LSON asked whether a student who is working
towards the Platinum |level wuld know the standards of the
Pl ati num | evel .

MR. MORSE remarked he could only speculate, but he imgined the
Plati num | evel would be the higher |evel of mathematics required
in the higher level work and career areas.

9:59: 04 AM

MR MORSE related that the sane analysis is not available
regarding the Schol astic Assessnment Test (SAT) or the Anmerican
Col | ege Test (ACT). The SAT does indicate first year college
success primarily via the witten essay activity, followed by
the high school GPA, the SAT math, critical reading, and
advanced placenent (AP) exam perfornmance. The SAT study
consi sted of 150,000 students, which provided research data to
support their findings. The study al so | ooked at gender bias or
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ethnicity and determined the test to be fair for predictive
uses. In response to Representative P. WIlson, M. Mrse noted
the fourth indicator was AP exam performance, which is a product
of the same conpany.

10: 01: 04 AM

MR. MORSE pointed out that the ACT publications speak to the
i nportance of rigor of courses beyond the core as being highly

predictive of first year college performance. Finally, neither
of the test publishers suggests using a score of a test alone as
a predictor. Thus, the departnment is looking at a conbination
of factors, including a test score, grades, and rigor of the
cour ses. The score alone would be a msuse of the score, per
the publishers, since courses taken and GPA would also be
rel evant. On the topic of cut scores, M. Mrse said that not

enough work has been done at this tinme on cut scores on the
exans to share, but the departnment would certainly review data

from Al askan students. Students currently take the SAT/ACT
t hroughout the state and enough have taken the WrkKeys exam so
performance levels can be considered. The state does not

receive individual student assessment results in terns of the
SAT/ACT but can work with the publisher to establish the
appropriate level for a cut score and make necessary deci sions.
He cautioned that the decisions would not be isol ated deci sions,
but would be nmade in conbination with course work taken and the
GPA.

10: 02: 52 AM

CHAIR SEATON asked whether conparisons by other states are
avai |l abl e that can indicate WrkKeys versus the SAT/ ACT scores.

MR. MORSE responded he will work with the publisher as he is
certain the information wll be available. He offered to
provide it to the commttee.

CHAI R SEATON pointed out that this information will be hel pful
for the integration of WrkKeys into the high school curriculum
since every 11th grader will be taking this test.

10: 04: 20 AM

REPRESENTATI VE GARDNER said that in general terns it would be
assuned that students who are performng at an A |evel would do
well on the SAT/ACT. She asked whether the departnent can
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provide data indicating a correlation between classroom grades
and GPAs on standardi zed test scores.

MR MORSE said he didn't know that information, but offered to
provide it to the conmttee if it is available.

CHAI R SEATON poi nted out that a request has been nmade to anal yze
the UA Scholar Program which represents the top 10 percent of
students, and determne how these factors correlate to the
success of first year students and graduation from postsecondary
school .

[ HB 206 was hel d over. ]

HB 297- POSTSECONDARY SCHOLARSHI PS

10: 06: 14 AM

[ The committee returned its attention to HB 297.]

REPRESENTATI VE MUNOZ asked to verify that the conmttee wll
work on an amendnent to allow the vocational education to be
funded simlar to the academ c | evel s.

CHAI R SEATON agreed that such an anmendnent woul d be prepar ed.

10: 06: 52 AM

REPRESENTATI VE EDGMON asked whether an invitation has been
extended to the postsecondary institutions throughout the state
to allowthemto weigh in on this |egislation.

CHAI R SEATON answered yes, noting that today testinony was
received from the university. He then offered an invitation to
university admnistrations to participate in this discussion.

[ HB 297 was hel d over.]

10: 07: 36 AM

ADJ OURNVENT

There being no further business before the commttee, the House
Education Standing Commttee neeting was adjourned at 10:07 a. m
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