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ACTI ON NARRATI VE

8: 03: 40 AM

CHAI R PAUL SEATON cal l ed the House Education Standing Conmittee
neeting to order at 8:03 a.m Present at the call to order were
Representatives Minoz, Keller, Edgnon, Gardner and Seaton

Representatives Buch and P. Wlson arrived as the neeting was in
pr ogr ess.

HOUSE EDC COW TTEE - 3- March 15, 2010



8:03: 59 AM

HB 350- PUBLI C SCHOCOL FUNDI NG LOCAL CONTRI BUTI ON

8:04: 07 AM

CHAI R SEATON announced that the first order of business would be
HOUSE BILL NO 350, "An Act relating to the local contribution
to public school funding; and providing for an effective date."
8:05: 04 AM

CHAI R SEATON, after first determning no one else wshed to
testify, closed public testinony on HB 350.

8: 05: 38 AM

CHAI R SEATON refreshed nenbers on the purpose of HB 350. Thi s
bill would address the local contribution to the "basic need
conponent,” which is funded under the foundation formula for
school fundi ng. Under the bill, the amount of the "basic need
conponent™ does not change, but the amount of state and | ocal
effort will change. He stated that the bill effectively would
provide differential tax relief to various school districts
across the state. Thus, funds are renoved from the school
education fund and wused for differential tax relief for
muni ci palities. The goal of HB 350 is to apply an even nethod
of taxation, one that is proportionally fair and economcally
sustainable by setting a uniformmll rate at the |owest current
rate. The result will be that a nmunicipality will not have to
pay nore than its current local tax mll rate. He paraphrased

from a portion of the sponsor statenent, which read as follows
[original punctuation provided]:

Legislation enacted in 2001 <changed the funding
formula to require that only half of the increased
current year’'s property value over the base year’s
val ue be counted. However it added this to a fixed
year (FY 99) to determine the property value for the
purposes of calculating required local effort for
educati on. Use of a fixed base year instead of the
previous year to calculate full and true value and
| ocal effort <contribution has lead to a grow ng
di sparity between districts.
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HB 350 will address this problem by requiring the
local contribution of a <city or borough schoo
district to be derived from a uniform rate of a 2.7
mll tax levy on the full and true value of the
taxabl e property in the district as of January 1 of
the second preceding fiscal year plus 50% of the
increase in value to the foll ow ng year.

Under the current formul a, areas wth grow ng
popul ations are given an ever greater tax break than
stabl e areas. Districts containing older comunities
are therefore required to pay higher taxes than
expanding districts. HB 350 will apply an even nethod
of taxation, one that is proportionally fair and

econoni cal |l y sustainabl e. It has set a uniform ml
rate at the lowest current rate so no nmnunicipality
will have to pay nore than its current local tax ml
rate

CHAI R SEATON referred to a chart in nenbers' packets, stating
that currently the state transfers $77 million a year out of
avai l abl e noney for education to nunicipalities as tax relief.
This does not change the districts' funding, but funds are

transferred differentially to districts. The continuously
nmounting increase in education costs wll result in limting the
base student allocation (BSA) increases. Most school districts

support "fixing" this system before it consunes a nmjor portion
of the state's education funds.

8:09:27 AM

REPRESENTATI VE KELLER pointed out that the "differential tax
relief" has been perceived as an unfair allocation to districts
but was intended to provide additional funds to school districts
that are growing in size. He referred to a graph in nenbers’
packets titled "Percent Change is Assessed Valuation of Taxable
Property in the Mat-Su Borough.™ He explained that the costs
increase with additional students in the Mat-Su Borough. He
agreed that "sonething may need to be fixed" but the problemis
not an "across the board" difference in taxes needed from the

| ocal comunities. The tax burden on |andowners is "out of
sight.” To address this issue, the state provided general fund
(GF) dollars to local districts that are increasing in size. He
said he will oppose the bill since he does not agree with the

approach taken in HB 350 to address the problem

8:11: 05 AM
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REPRESENTATI VE P. W LSON poi nted out that school bonds are being
voted down. She remarked that many students are using tenporary
school facilities yet the conmunities have voted down school
bonds for new school s.

8:11:45 AM

REPRESENTATI VE KELLER requested further information on whether
t he Matanuska- Susitna Borough School District has not approved
school bonds.

REPRESENTATI VE P. WLSON related it has done so in the past, but
she was unsure what has currently happened.

REPRESENTATI VE KELLER maintained that his district faces
chal l enges, noting it is not just the lack of facilities since
expanding at the rate it has costs noney for teachers and to
provi de start up costs for schools.

8:12: 34 AM

CHAI R SEATON stated HB 350 was constructed to accommodate the
growh in the various conmunities. This bill would not directly
affect the mll rate that is assessed on each home or business.
This bill does not <create a direct tax. Addi tionally,
communities also have the option to find other funding sources
for education. Sonme districts, such as the Kenai Peninsula
Bor ough, have adopted a sales tax dedicated to education. This
bill provides a nmethod of calculation based on valuation, he
st at ed.

8:13:55 AM

REPRESENTATI VE MUNOZ referred to the handout in nenbers' packets
titled "MII Equival ent Change"and noted that the City of Juneau
has participated at 4 mlls. She asked for the effect of HB
350, and if it would lower the mll rate to 2.7 mlls.

CHAI R SEATON agreed it would lower the mll rate. He expl ai ned
it would treat all districts across the state at the sane ml

rate. He referenced a table in nenbers' packets titled "MI|I
Equi val ent Change" to indicate the mll differences. He further
explained that if a community grew substantially since 1999,
that the mllage rate would be at a nuch |ess valuation. He
referred to Craig, which is still paying 4 mlls on its
val uation, whereas Saint Marys increased its tax base and is
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paying 2.7 mlls. He interpreted that conmunities that are not
growing will contribute a higher portion of the basic need. He
pointed out the inpact on several districts, including his
district, the Kenai Peninsula Borough, which is set at 3 mlls.

8:16: 36 AM

REPRESENTATI VE MJUNOZ  asked for clarification on whet her
communi ti es have a choi ce.

CHAI R SEATON answered no. He elaborated that the basic need for
education is calculated in the foundation formula. The original
calculation for local contribution was calculated at 4 mlls
tinmes the assessed valuation. In 2000, the statute was changed.
Initially, that legislation had a "rolling |ook back" but the
bill was anended to establish a "given year" to use as the
i nception year. He offered his belief that since the change
happened |l ate in the session an unintended consequence happened.
This bill is to ensure adequate state funding for education.

REPRESENTATI VE KELLER noted that if the conmttee takes the
position that this should be equitable across the state, has the
i mpact for unincorporated boroughs shall be considered. He also
asked if the bill should contain a requirenent for |ocal paynment
since the legislature acts as the school board for
uni ncor por at ed bor oughs.

8:19: 22 AM

REPRESENTATI VE EDGVON stated that the overall costs are affected
by how schools are constructed and heated, such as whether
di esel fuel is used to heat the school versus natural gas. He
offered to provide the "nunbers” for his district.

CHAI R SEATON asked nenbers to focus on the specific issue the
bill addresses.

REPRESENTATI VE KELLER comented that the struggle is with the
growh or the differential costs for operation and not the
di esel costs.

8. 20: 34 AM

CHAI R SEATON asked the departnment to explain how the | ocal
contribution occurs in the unorgani zed boroughs.

8:21:11 AM
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EDDY JEANS, Director, School Finance and Facilities Section,
Department of Education and Early Devel opment (EED), expl ained
that the Regional Education Attendance Areas (REAAs) do not have

a required local contribution based on property val ues. The
REAAs' | ocal contribution is through the formof the "inpact aid
contribution.” Thus, the inpact aid is in lieu of property

taxes paid by the federal governnment for people who reside on
federal lands that are not subject to taxes. He offered that he
woul d consider the inpact aid as the local contribution for the
REAAS . He pointed out that some REAA's have nore federal [|and
than others and those with a snmaller or larger tax base

contribute nore or | ess, accordingly. He noted sone
muni ci palities have a larger tax base than others, and are
required to contribute nore to support education. Those
muni ci palities wth a smaller tax base would also contribute
| ess. The change that is before the conmttee today is to
achieve uniformty on the mll levy in the required |Iocal
effort. As Chair Seaton noted, the basic education foundation

formula calculates the basic need, which is the adjusted ADM
mul tiplied by the base student allocation (BSA). Once the basic
need is established, "we determne who is going to pay." Three
conmponents are considered: required local contribution, inpact
aid, and state aid. The required local contribution ranges from
2.7 mlls to 4 mlls on real and personal property val ues, using
the schedule previously referred to by Chair Seaton. This bil
would level the required local contribution from the current
mll rate to 2.7 mlls across the board. It does not increase
the amount of funding for the foundation forrmula program but it
sinmply shifts it fromwho is paying, |ocal versus state.

CHAI R SEATON asked for clarification on the statenent that the
amount of funding to a school district would not change.

MR, JEANS responded that he is referring to the anount of
funding to a school district via the funding fornul a.

8:23:48 AM

REPRESENTATIVE P. WLSON related her understanding that the
i mpact aid fromthe REAAs woul d not be affected.

MR. JEANS responded that the REAAs are required to contribute 90
percent of the inpact aid that they receive.

8:24:17 AM
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REPRESENTATI VE KELLER asked whether the committee has used a
property valuation to assess how the inpact aid conpares to the
2.7 mll rate under consideration.

MR. JEANS answered that property values do not exist in the
unorgani zed areas. He offered that the closest conparison would
be the per pupil valuation on the inpact aid conpared to |oca
effort. He recalled conparisons that showed a nunber of REAAs
at the top of the scale that contribute nore noney on a per
student basis, through inpact aid, than many nunicipalities. He
noted sone REAAs at the bottom of the scale are not contributing
much since not many people live on federal |ands. The range
vari es considerably, he stated.

REPRESENTATI VE KELLER stated that if the conmmttee's goal is
statewide uniformty the conmttee will need to broaden its
scope.

8: 25: 29 AM

REPRESENTATI VE MUNQZ asked whether the inpact aid is based on
econonmi c activity on federal | ands.

MR. JEANS answered no, that it is based on the |and being non-
t axabl e | and.

8:25:46 AM

CHAI R SEATON asked if the people living on federal, non-taxable
| and are not taxed by the state.

MR. JEANS related that the inpact aid is for lands that have
been noved from state tax rolls due to sone type of federal
i ntervention. Thus, |lands conveyed under the Al aska Native
Claims Settlenment Act (ANCSA) are non-taxable lands until
devel oped and the people living on those |ands generate federa
i npact ai d. Additionally, people living on mlitary bases are
not taxed and al so generate federal inpact aid.

8:26: 57 AM
REPRESENTATI VE MUNQZ noved to report HB 350 out of commttee
with individual recomendations and the acconpanying fiscal

not es.

REPRESENTATI VE KELLER obj ect ed.
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8:27:34 AM

A roll call vote was taken. Represent ati ves Seaton, Minoz,
Gardner, Buch, Edgnon, and WIlson voted in favor of HB 350.
Representative Keller voted against it. Therefore, HB 350 was

reported out of the House Education Standing Conmttee by a vote
of 6-1.

8:28: 27 AM

HB 413- YOUTH ACADEMY FUNDI NG REPORT

8:28: 34 AM

CHAI R SEATON announced that the next order of business would be
HOUSE BILL NO 413, "An Act relating to the Al aska Challenge
Yout h Acadeny."

8:28:49 AM

KATI E KCESTER, Staff, Representative Paul Seaton, Alaska State
Legi sl ature, paraphrasing from a prepared sponsor statenent,
which read as follows [original punctuation provided]:

The Al aska Challenge Youth Acadeny is a residential
high school for students who have dropped out of
regul ar school. The Acadeny is highly successful with
a 70% graduation rate and works closely wth the
National CGuard following a strict nodel that gives
students structure, challenge, and discipline. The
Acadeny is located in Anchorage and has two sessions a
year where students |ive on canpus for 5 nonths while
going through the rigorous program After they
graduate from the program staff continues to track
their behavior through a nentorship program Students
are considered a success if a year after graduation
they are enrolled in a postsecondary program the
mlitary, or in full tinme enploynent.

Funding for the Acadeny is based the follow ng
formula: 7 tinmes the Base Student Allocation (BSA)
times all residential students plus .6 tines the BSA
times all non-residential students. \Wen this fornula
was constructed in 2002 it reflected the dollars they
needed to operate. However, as the BSA has grown over
the years to cover retirenent costs and other
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increases in education this has resulted in a w ndfal
and is no longer reflective of the true cost of the
program

HB 413 would set a per child anmount for state dollars
in statute, $11,990 and nultiply that by the nunber of
residential and non-residential students enroll ed.
The Acadeny and the Departnment of Education and Early
Devel opment both agree this would give them sufficient
dollars to run the program Under HB 413 the
projected total state dollars they would receive in
fiscal year 2011 would be approximately $5.2 mllion,
within $300 of the anpbunt they would get under the
current fornula. Alaska Mlitary Youth Acadeny also
receives separate federal funds that supplenent this
amount ($2.7 mllion for FY2011).

The Acadeny is a valuable alternative that requires
hi gher funding as a residential program for at-risk
yout h than other boarding schools. HB 413 identifies
an appropriate and transparent way to fund this
i nportant educational institution.

8:30: 37 AM

REPRESENTATI VE MUNOZ asked whether the allocation for the Al aska
Mlitary Youth Acadeny (Acadeny) would be adjusted if the BSA is
adjusted in the future.

M5. KOESTER answered that the legislature would need to change
statute if the BSA rate is adjusted.

8:31: 05 AM

REPRESENTATI VE GARDNER recalled the |egislature has been trying
to avoid "locking in" rates in other bills and works to allow
flexibility for funding changes. She asked how the figure of
$11, 990 was det er mi ned.

MS. KCESTER responded that the figure was based on seven tinmes
the BSA for FY 11 and divided by the nunber of students at the
Acadeny.

8:32: 05 AM

REPRESENTATIVE MUNQZ for the reason that statute change is
necessary if the $11,990 is close to the BSA anount.
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M5. KOESTER replied that establishing a fixed nunber is statute
is nore reflective of the actual services received, but
mai ntains the allocation through the foundation fornmula, which
allows for automatic contributions fromthe departnent.

8:33:25 AM

CHAI R SEATON added that the question which has arisen is that
t he base student allocation increases and the acadeny receives a
seven tinmes nultiplier to calculate the state's contribution.
Additionally, the program receives a substantial amount of
federal funding. He explained the desire to keep the programin
the real m of education instead of noving it to the Departnent of
Mlitary & Veterans’ Affairs. This maintains the programin the
Departnment of Education and Early Devel opnent.

8:35:11 AM

REPRESENTATI VE BUCH asked how nmany tines funding adjustnents
have been requested for this program

M5. KOESTER answered that since the inception of the programin
2002, that this is the first request for a funding adjustnent to
t he program

8:36: 14 AM

CHAI R SEATON opened public testinony on HB 413.

8:36: 20 AM

MCHUGH PI ERRE, Deputy Conm ssioner, Chief of Staff, Ofice of

the Comm ssioner/Adjutant General, Departnment of Mlitary &
Veterans’ Affairs (DWA), said HB 413 is a priority of the DWA

and the departnment supports this bill. The AMYA was established
in 1996 and the fornula for the current funding structure, seven
times the BSA, was established in 2002. He reported that

previously 40 to 50 cadets graduated per class and with the
funding formula increase the nunber of cadets increased to about
100 cadets per class. Due to the $2500 increase in the BSA the
DWA received a substantial increase and it has becone evident
that the anount received from the state was in excess of the
need. He stated the departnment supports the change the bill

makes. The bill would "freeze" the $11,990 per student figure.
He offered his belief that if the AMYA needs additional funding
the legislature will respond appropriately. He stated that the
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BSA was increased to cover sone of the Teacher Retirenment System
(TRS) obligation. The DWA decided to offset sonme of the Public
Enpl oyee Retirenment System (PERS) costs. Wiile the DWA has
used the funding appropriately, sufficient funding has been

received to neet cadet needs. He explained that the federal
funding is provided based on benchmarks. He anticipated federa
funding will continue to increase as the program expands. He

reported that the AMYA is one of the best progranms in the
nation, in part, due to the state contributions to the program

8:39:29 AM

REPRESENTATI VE BUCH asked for the nunber of tinmes between 1996
and 2002 that the DWA has asked for funding increases for the
AWYA.

MR. PIERRE indicated that he was not certain. He stated that
any departnent requests for additional funding have been nmade
based on an increase the nunber of cadets in the program

MR. JEANS clarified that HB 413 would renmove the direct link to
the BSA and place a "per student” anount in statute in the
amount of $11, 990. He said that the AMYA will need to justify
further increase requests.

8:41:10 AM

REPRESENTATI VE MUNQZ asked how the funding for the AMYA conpares
to other residential prograns, such as Munt Edgecunbe High
School .

MR. JEANS responded that it is conparable overall. He offered
that the AMYA has a conponent that other residential progranms do
not currently have, which is the "student tracking" for an
addi tional year.

CHAI R SEATON asked whether he was indicating the state funding
or the federal funding for the AWA

MR. JEANS clarified that the state funding is conparable to what
is provided for M. Edgecunbe, Nenana Acadeny of Hi gher Learning
(NAHL) and Galena Interior Learning Acadeny (G LA).

8:42: 07 AM

REPRESENTATI VE GARDNER asked for clarification on whet her Nenana
and Gal ena al so receive federal funding.
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MR. JEANS answered no, they do not. He expl ained that Nenana's
NAHL and Galena's G LA obtain their educational funding fromthe
foundati on program Several years ago, the legislature passed
"boarding school fundi ng" so the schools receive sone
residential funding. M. Edgecunbe Hi gh School is operated by
the state and receives instructional funding through the
foundati on program and their residential conponent is within the
Depart ment of Education and Early Devel opnent ( DEED).

8:42:52 AM

REPRESENTATI VE GARDNER asked for the rationale for funding the
AMYA differently than the other progranms in the state.

MR. JEANS explained that the AWMYA is not part of the public
school system but is operated by the DWA. In 2002, the DWA
asked for a funding formula to support themin a fashion simlar
to public schools, including the residential facilities. At
that tine the DEED developed the fornula and increases to the
BSA were targeted for specific reasons. The big increases cane
from the increases to the PERS and Teachers Retirenent System
(TRS) contributions. The TRS increased at a rate rmnuch higher
than the PERS rate. Thus, increases in the BSA were nmade to
help districts offset the additional costs. The DWA enpl oyees
are PERS enployees so their rate of contribution was increasing
at a smaller rate. This did not necessarily equate to needing
seven tinmes BSA nultiplier each tine the BSA was increased.. He
noted that the AMYA funding has been highlighted for a nunber of
years during the budget process and the funding for the program
contained in HB 413 is a "little sinpler"” nmethod.

8:44: 46 AM

REPRESENTATIVE BUCH inquired as to whether the tracking
mechani sm of students is a useful tool for the DWA.

MR. JEANS answered yes.

REPRESENTATI VE BUCH rel ated that post-graduation information has
been identified as valuable informtion. He asked whether the
| egi slature mght consider expanding the tracking to other
student prograns in the future.

8:45: 38 AM
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MR. JEANS stated that the unique student identifier in K-12
education wll becone a neans for tracking throughout a
student's career, including trend analysis. He stated that it
may al so apply to pre-Kindergarten prograns, as well.

8:46: 42 AM

CHAI R SEATON, after first determning no one else wshed to
testify, closed public testinony on HB 413.

8:47: 00 AM

REPRESENTATI VE MUNOZ noved to report HB 413 out of comittee
with individual recomrendations and the acconpanying fiscal
not es. There being no objection, HB 413 was reported from the
House Education Standing Commttee.

HB 393- CHARTER/ ALTERNATI VE SCHOCL FUNDI NG

8:47: 37 AM

CHAI R SEATON announced that the final order of business would be
HOUSE BILL NO 393, "An Act relating to charter school approva
and funding."

8:48:16 AM

JIM POUND, Staff, Representative Ws Keller, Alaska State
Legi slature, paraphrasing from a prepared sponsor statenent,
whi ch read as follows [original punctuation provided]:

Over the vyears, this legislature has continually
searched for answers to inprove the quality of the
education our children receive. W have pronoted both
verbally and financially nmany ideas. Sone of those
have wor ked while others have fail ed.

One area that <continues to show promse in a
traditional classroom scenario are charter schools.
Charter Schools succeed because of efforts by the
school district, principals, teachers, and especially
parents. This team effort has proven to be extrenely
effective.

House Bill 393 will continue to show our support for

t hese successful education prograns by creating a
grant program within the Departnent of Education for
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charter school construction, | eases or naj or

mai nt enance. The Departnment will create a five year
program of grants based on existing per pupil
formulas. The legislature will be able to gage the

success of the program annually by reviewing and
provi di ng the necessary funding.

HB 393 rewards the success of the program by allow ng
nore school districts to open and maintain charter

schools. Your support wll ensure that one of the
successful education programs we have approved of in
the past will continue to prosper.

MR. POUND indicated that HB 393 would assist charter
schools in obtaining federal grants, by ending the
restriction on the nunber of charter schools. It would
provide for a Supplenental Charter School Facilities
Program through a conbination of federal and state grants,
charter schools would be able to apply for state grants.

8:50: 04 AM

REPRESENTATI VE MUNOZ asked for clarification. She asked for the
specific cite in HB 393 that renoves the limt on the nunber of
charter school s.

MR. POUND referred to page 1, lines 6-9, of Section 1 of HB 393.
8: 50: 32 AM
REPRESENTATIVE MJUNOZ referred to the percentage of funding

al l omances for federal funding and asked if the intent is that
the local district be required to fund the bal ance.

MR. POUND related that HB 393 would set up a program in which
the Departnment of Education and Early Devel opnment (DEED) woul d
apply to the federal grant program which would be cultivated,
and the local district would apply for grant funds.

8:51: 23 AM
REPRESENTATI VE MJUNOZ noted the school would be eligible for a
percentage of allowable costs. She asked which entity would pay

t he additional percentage of costs to make the project viable.

MR POUND related his wunderstanding that the 1|ocal schoo
district would pick up the additional costs.
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8:51:52 AM

REPRESENTATI VE KELLER remarked that the intent is to establish a
policy that denonstrates the state has a vested interest in
obtaining facilities for charter schools. The cap seens
insignificant to him he stated. The Al aska Charter School
Associ ation (ACSA) asked the state to make a contribution of
state funds to charter schools in order to neet federal grant

eligibility requirenents. If the charter schools receive $1.00
per student per vyear, it would cost approximtely $1,000 per
year. That armount represents nmininmal state funding with the

bal ance to be picked up by the |ocal school district.

REPRESENTATI VE MUNQZ expressed concern that there would be no
guarantee that a charter school would receive |ocal support.

REPRESENTATI VE KELLER agr eed. He commented that there is a
conpanion bill in the other body. Additionally, charter schools
are public schools with an option for |ocal bonding. He agreed
that funding is difficult in some districts.

8:54:21 AM
CHAI R SEATON read from page 2, line 2, which read as foll ows:

(b) The departnent shall apply for avail abl e federal
funding and award federal funding nmade avail abl e under
t he grant program established under (a) of this
section for not nore than five years for approved
projects for charter school facilities construction,

| ease, or mmjor maintenance as foll ows:

CHAI R SEATON al so referred to page 2, line 10, which read,
"(3) 60 percent of the allowable costs for the third fisca
year for the approved project;." He said that in the third
year, 60 percent of the allowable costs would be absorbed
by the conmunity. He then referred to page 2, lines 19-22,
whi ch read:

(d) A school district or regional educational attendance
area that submts an application for a proposed project
under AS 14.11.011 for funding under this section that is
approved for funding by the departnent shall provide a
participating share that is equal to the difference between
avai l abl e federal funding and the state aid provided under
AS 14.11. 126.
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CHAI R SEATON interpreted that to nmean the school district would
absorb 40 percent of the cost and the next year would absorb 60

percent of the cost. He clarified that the funds would come
from the school district for construction project, which would
"bypass the vote of the people in the district.” Thus, a

muni ci pality could take on a significant funding liability for
buil ding new schools and the voters would not decide if they
want to assune the bonding authority. He asked for an
expl anat i on.

8:56:21 AM

REPRESENTATI VE KELLER stated that the assunption 1is that
construction project would be happening. The link to the |oca
voters is "very real." He pointed out that the school board
woul d approve any construction project. He interpreted that the
intent of the language is not to obligate a district, comunity,
or a borough to pay for a construction project. He stated that
if the comrunity decides to build a charter school, this bil
woul d provide the structure. The intent is to "leave the state
harm ess: and ensure that the state general fund is not the
funding source, unless the legislature decides to do so." He
related that in every district the participation will vary. He
offered his view that his district would be very supportive of
bui l di ng charter schools; in fact, his district has already done
so since as a "nice facility" exists in Pal ner.

8:57: 58 AM

CHAIR SEATON said he wunderstood the bill's intent, but 1in
reviewing page 2, lines 19-23, he related that it stipulates
that the school district or the REAA wll provide a

participating share that is equal to the difference between
avai l abl e federal funding and the state aid provided. Under the
bill, the school district would be 100 percent liable for the
project and in the third year would be liable for 60 percent of
the cost; and in the fourth year would be liable for 80 percent

of the cost. He stated that this bill provides a mechanism for
the school district to circunvent the will of the people, since
it will not require a vote. He remarked that this may not be

the sponsor's intent.

REPRESENTATI VE KELLER offered that HB 393 applies to charter
schools, which operate on a contract with the Iocal school
district, but are also public schools. Charter schools exist in
t he "good graces"” of the school district, he stated.
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MR. POUND offered that essentially the intent is to "get them
goi ng. "

8:59: 58 AM

CHAI R SEATON enphasized that he is not speaking about the
intention, which is understood. However, the bill may require
amendnents to clarify who will own the building and wll be
responsible for the funding to build the charter school. He
underscored that the bill's | anguage nust support the intent.

REPRESENTATI VE KELLER responded that the comunity would be
liable for a building that it agrees to build.

CHAI R SEATON mai ntai ned that under the structure of HB 393 the
muni cipality is not required to vote to adopt bonds to build a

school facility. He referred to page 2, line 2, which
stipulates that the departnment "shall" apply for available
federal funding. He surmsed that the district is liable for

the funds, but the building would be owned by the nunicipality.
He suggested that perhaps there is another way to analyze this
| anguage.

REPRESENTATI VE KELLER offered to examne the provisions nore
closely and try to provide a nore definitive answer.

9:02: 35 AM

REPRESENTATI VE MUNQZ asked what woul d happen if a federal grant
covered 100 per cent of the cost. She thought the current
| anguage seens to be limting.

REPRESENTATI VE KELLER offered his belief that the programis a
statewide program so if one charter school is fortunate to
receive 100 percent federal funding, funds would be distributed
anong ot her districts.

REPRESENTATI VE MUNOZ suggested insertion of "pursuant to |ocal
support" sonewhere in the paragraphs that pertain to | ocal
partici pation.

9: 03: 32 AM

REPRESENTATI VE GARDNER referred to page 2, line 4, and read:
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(b) The departnent shall apply for available federa
funding and award federal funding made avail abl e under
the grant program established wunder (a) of this
section for not nore than five years for approved
projects for charter school facilities construction,
| ease, or nmgjor nmaintenance ..."

REPRESENTATI VE GARDNER asked what nechanism would be wused to
approve the projects.

9:04: 04 AM

MR. POUND answered that "approved projects” would be a |ocal
deci si on. However, a |local school district or REAA would
determ ne the approval requirenments for a charter school. The

state does not normally establish the requirements for charter
school s, he stated.

REPRESENTATI VE GARDNER asked whether an automatic application
woul d be made for a building to house a charter school that is
approved by the local district.

MR. POUND responded that there is no requirenent for an
automatic application from the district, since only the
departnment is required to apply for federal funding. He said it
is up to the school district to decide whether to nake an
application. He said, "We're not forcing the districts to apply
for this."

9:04: 50 AM

REPRESENTATI VE GARDNER asked for the nechanism that a | ocal
community or a school district would use to determ ne which
charter schools would apply for the funding.

MR POUND answered that no rules would apply as to the
di sbursenent of funds. He surmised that it may be covered in
the grant. It said, "It's strictly up to the local district how
and which charter schools they want to apply noney to."

REPRESENTATI VE GARDNER related that sone charter schools have
satisfactory buildings, some do not, and there nust be a
mechani smto make that deci sion

REPRESENTATI VE KELLER related that typically a charter schoo

operates under a contract wth the Jlocal school district,
including for its facilities. Many charter schools nmay
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experience mninmal space issues. The decision would be nade via
the local decisions in the community at the |ocal school board
| evel .

9:07:27 AM

REPRESENTATIVE MJUNOZ recalled having helped form a charter
school and said it is an arduous process. She agreed it is a
contract between the charter school and the school district and
nmust al so be approved by the Board of Education. She said that
the federal awards are not Ilimted by a percentage of the
proj ect . Thus, she asked why the bill limts the granting of
t he awards.

REPRESENTATI VE KELLER replied that he has had a simlar

questi on. He related that he has been working to mrror the
| anguage in the conpanion bill. He al so had questions on the
fiscal note since the bill requires $1.00 contribution per

student per year, yet it translates to $150,000 in the fisca
note. He deferred to the departnent to answer her question.

REPRESENTATI VE MUNQZ stated that based on her experience in the
past, the charter schools' facilities have been paid for using
t he BSA. She pointed out the difficulty it poses for charter
schools to pay for the facility in addition to the curriculum
strictly wusing the BSA She said, "I really support this
legislation. | think you are on the right track, but | do think
there are sonme opportunities to nake it even better.™

9:09: 24 AM

CHAI R SEATON referred to page 2, line 21. The |anguage on |ines
19-25 read, as follows:

(d) A school district or regional educational attendance
area that submts an application for a proposed project
under AS 14.11.011 for funding under this section that is
approved for funding by the departnent shall provide a
participating share that is equal to the difference between
avai l abl e federal funding and the state aid provided under
AS 14.11.126. Allowable costs for a project approved under
this section shall be based on the adjusted student count
for a charter school calculated under AS 14.17.450(a) and
(c), as determ ned by the comm ssioner.

REPRESENTATI VE KELLER again deferred to the departnent. He
interpreted that the departnent nmakes its decisions on where to

HOUSE EDC COW TTEE -21- March 15, 2010



distribute the funds in the program but that the DEED is not
providing approval for a construction project. The DEED s
decision is whether the departnent is "sending the noney" to the
district.

9:10: 44 AM

REPRESENTATI VE P. WLSON referred to page 2, line 30, which read
as follows, "...anpbunt that is not |ess than one dollar for each
pupil enrolled in the charter school." She asked if that

| anguage is to obtain the federal grant.

REPRESENTATI VE KELLER answered yes. He stated that the
eligibility requires that the local school district have a
specific statute that establishes a charter school program The
intent of this bill is to provide access to federal funds. The
Al aska Charter School Association determned that its charter
schools are not eligible for federal funds since the programis
not established by statute. This bill wuld address that
matter.

9:12: 05 AM

CHAI R SEATON asked whether the state needs to set up a BSA
formula for charter school students or if the school districts
are allowed to have a separate allocation for charter school
students within their districts.

REPRESENTATI VE KELLER rel ated his understanding that the federal
requirenent is for a state program to support charter schools,
in statute, but is not connected to the BSA He restated that
the state statute nust have a program for assisting charter
schools to obtain facilities.

CHAI R SEATON said that this would establish a new per student
all ocation specifically for every charter school student, which
is basically a BSA. He pointed out the anount could be $500 per
student or any anount. He offered his view that the $1.00 is
merely a place holder. The intent of the federal requirenent is
to direct nore funding to charter school students, he stated.

REPRESENTATI VE KELLER responded that is it is "per student" in
the sense of what the state contributes, and not a guarantee.
The funding is designated to a program that would provide
facilities for charter schools. The dollar figure is per
student, but is a nerely a neans to achieve the funding. He was
not certain if the requirement is based on federal regulations.
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CHAI R SEATON suggested the questions are nerely placed on the
table for consideration. He understood this bill is based on
| anguage contained in a conpanion bill.

REPRESENTATI VE KELLER sai d he appreci ated the questions.
9:15: 02 AM

REPRESENTATI VE GARDNER rel ated her wunderstanding that charter
schools often struggle to stay open. She asked what would
happen if a charter school received funding, built a building,
and then the charter school was dismantl ed. In that scenari o,
the respective school district would have a building that it my
not have be able to use since the charter school was dissol ved.

REPRESENTATI VE KELLER offered his belief those issues would be
part of the contract and the district would own the building as
an asset.

9:16: 19 AM

SAM KITO, IIl, Engineer, School, Finance, and Facilities
Section, Departnment of Education and Early Devel opnent, stated
that the EED has done sone research on charter schools. He
reported that that federal |egislation passed several years ago,
whi ch was funded at a small level for charter schools. | ndi ana

and California applied and received funding. The past two years
t he program was not funded, but there has been renewed interest
with the American Recovery and Reinvestnent Act (ARRA) to
encourage devel opnent of facilities for charter schools, which
has resulted in renewed interest in the program The process is
that states apply to the federal governnment for participation
and based on the conpetitive responses, the schools are granted

f undi ng. The Congress has not currently appropriated any
additional funding for this program However, the applications
are handled in a conpetitive nmanner. One scoring criteria is
the level of per student funding related to facilities. Wi | e
per student funding in HB 393 wuld neet the federal
requirenent, it does not necessarily neet the intent. Thus,

since Alaska would conpete with other states, the $1.00 per
student may not help the application score particularly high.
Once the federal application is granted, a "stair-step" process
is used, beginning with a 90 percent |evel of funding for the
first year. The intent is for the federal governnent to help
stair-step a facilities funding program for charter schools, but
funding is uncertain, he stated.
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9:20:15 AM

CHAI R SEATON related the intended purpose of the federal funds
is to "ranmp up" a state facilities program based on a "per
student" cost and other factors, including a per student funding

for charter schools. It is likely that the adm nistration would
need to denonstrate the state is initiating a program for
charter school facilities. The state needs federal funding to

establish the state's program
MR. KI TO agr eed.

REPRESENTATI VE KELLER clarified that the federal intent is to
"ranp up" a facilities program for the states. He related his
understanding of the federal intent was to provide start-up
costs for schools.

9:21:46 AM
MR KITO responded that it is for "ranping up" a state

facilities program He explained that the state has not scored
well on the two conponents the state uses to obtain operating

funds for charter schools. This is not addressed in the bill
The departnent expresses concern on whether these itens can be
effectively inplenented in the state. First, the charter

schools are admnistered under the |ocal education agencies.
The conpetitive process requires that the charter schools have a
statewide appeals process if the local education agency is
responsible for establishing charter schools; or that the
charter schools are adm nistered through a statew de program and
not through the | ocal education agencies.

9:23:19 AM

CHAI R SEATON asked whether the reason that sone states are not
eligible for operating costs is that their charter schools are
adm ni stered by the | ocal school district.

MR. KITO answered that is correct. He explained that Al aska has
been applying for federal funding through the federal charter
school program for operational funding. Al aska has not scored
wel | enough to receive those funds, but the state does apply
each year

CHAI R SEATON stated that the federal governnent is attenpting to
| everage state regulation and state operation of charter schools
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via grant qualifications as opposed to having charter schools
under | ocal control

MR. KI TO agr eed.

9:24:17 AM

CHAI R SEATON recapped that the federal program requires a state
appeal s process be in place to conduct appeals in the event that
a local district turns down a |local charter school application.
MR KITO replied that is correct. In further response to Chair

Seaton, he agreed to provide the application criteria for the
committee to review

MR. JEANS responded that the specific criteria wll not be
outlined in the scoring rubric. However, in the federal
corments it is quite apparent that a state will score very |ow
unless it has a separate appeals board to allow charter schools
to appeal the local education agency decisions. Addi tionally,
this is not limted to state charter schools, but charter

school s coul d operate independent of |ocal school districts. He
reported that Alaska has a cap of 60 in our state, and due to
that cap, the state scores low. These three areas are ways the
federal governnent asserts its agenda via the application
process for charter school funding. In further response to
Chair Seaton, he offered to provide copies to the commttee.

9:27: 06 AM

REPRESENTATI VE KELLER offered his belief that there is sone
conf usi on. He explained that the criteria that "we don't live
up to" in our charter school statutes does not relate directly
to the facilities being built. The operating grants have not
been granted to Alaska and the applications are scored |ow
because the federal governnent does not view the structure as
appropriate for "a good charter school." He viewed this as
"m xing apples and oranges". He said he supports having an
appeal process for approval for initiating a charter school but
it is not arequirement for the facilities grant.

MR, KITO offered his understanding that sone overlap exists, but
to be conpetitive the state nust nmeet the criteria for charter
school operations.

CHAI R SEATON suggested that it will be helpful for the commttee
to receive the information.
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9:29:59 AM

MR KITO in response to P. Wlson, answered that it is not that
the charter schools nust be stand alone facilities, but charter
schools nust exercise financial independence and control their
own curricul um

9:30: 29 AM

REPRESENTATIVE MJUNOQZ offered her belief that the topic is
broader since the federal Ilaw touches on hiring and other
t hi ngs.

MR. JEANS cautioned the conmittee that these requirements wll
not be indicated in the federal regulations or |aw, but rather

it is a policy issue. These policy requests cone via the
evaluation of the state applications of the federal grant
program for charter schools. Thus, these itens appear in the

eval uator's scoring sheets and Al aska receives very |ow scores
due to the lack of conmponents the federal governnent would |ike
to see in charter school |egislation. This equates to the
federal policy asserted via the grant process, he stated.

9:31: 56 AM

CHAI R SEATON asked if the process is simlar to "Race to the
Top. "

MR. JEANS agreed the process is simlar.

9:32: 09 AM

REPRESENTATI VE KELLER comrented that the issues on evaluation of
charter schools began sone tinme ago. The reason for the

requirenents is the success of the charter school students. He
acknow edged that Al aska does score low in the federal review of

states' charter school governance. However, he offered his
belief that the standards arise from the associations and not
the federal governnent. He asked for further clarification of

t he $150, 000 appropriation request.
9: 33: 53 AM

CHAI R SEATON clarified that a fiscal note does not appear in the
packet .
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REPRESENTATI VE KELLER asked why there is not a fiscal note from
t he DEED.

MR. KITO responded that a fiscal note was prepared as an
identical fiscal note to the one provided for the conpanion
bill.

CHAIR SEATON rel ated the fiscal note will be distributed.

MR. KITO expl ained that the fiscal note for HB 393 is identica
to the one prepared for the conpanion bill. The fiscal inpact
is based on the actual cost of admnistering the program The
federal funding is based on the state's program being approved.
The state's program would need to take into consideration all of

the items in the bill, but would also need to be a
prioritization program Thus, currently the state has a grant
program and a funding program for debt. If the state receives

applications from charter schools for facilities the state would
need to establish a program for prioritizing those projects. He
said it is not anticipated that the state wll receive enough
federal, state, or local funding for all the projects. Thus
the state would need to develop a program to prioritize
applications for facilities projects.

9:36: 07 AM

REPRESENTATI VE KELLER pointed out that the fiscal note indicates
$150, 000 but the Charter School Association is not anticipating
receiving this much. He said he thought that 1.5 enployees
seened hi gh. Wen the original charter school enabling
| egislation passed, there was a fulltinme position approved to
work in EED as an advocate for charter schools. That person has
had performed duties beyond the charter school responsibilities.

MR. KITO explained that he reviewed the current program to
manage debt projects, which he thought was over $100 million in
grant projects annually. This grant program and grant debt
function is admnistered by 3 of 4 of the DEED s staff. He
anticipated that based on the anticipated nunber of charter
school applications by the DEED, the cost would be about $20
mllion for one project. He discussed the prior admnistration
of federal grants with other staff and determned at |east a
fulltime person would be needed to administer the program plus
clerical work, and arrived at 1.5 positions. He pointed out the
necessity to neet reporting requirenents to the federa
government. He wanted to ensure appropriate staff was avail abl e
to adm ni ster t he state's gr ant pr ogram he st at ed.

HOUSE EDC COW TTEE -27- March 15, 2010



Additionally, after the program terminates in five years, the
grants are active and the length of time included "the wind down
process" to close out the grants. However, staff would be
required for one to two years beyond the program conpl eti on.

REPRESENTATI VE KELLER requested a report on the fulltine person

that has been functioning as the charter school advocate. He
recalled the person had other duties. An accounting of the
positions function would be helpful for the commttee. He

expressed disappointnent that the position nay be performng
ot her projects.

CHAI R SEATON appreciated his comrents. He clarified the intent
of the new grant program delineated in HB 393. He suggested
that this relates back to the fiscal note, but he wanted to stay
on track.

REPRESENTATI VE KELLER related his intent is to "reason with the
departnent” and negotiate a smaller fiscal inpact.

9:42: 29 AM

CHAI R SEATON stated it is a reasonable and rel evant question.
It is useful to know the tinme the DEED spends on prioritizing

mai nt enance of its grants. Additionally, this bill would
require a priority list for statewide grant applicants and for
| easi ng, which would need to be discussed. He did not recall

the DEED currently having a grant |easing program in place. He
suggested that the duties of the new position mght be "rolled
into" the existing position, although he acknow edged the
position mght be totally different.

MR. KITO offered to provide a report on the charter school
posi tion.

9:44:12 AM
REPRESENTATIVE P. WLSON referred to an article in nenbers
packets that indicated sone objections from the honme school

comunity. She asked for input fromthat segnent.

REPRESENTATI VE EDGMON asked for a position from the Departnent
of Education and Early Devel opnent (DEED)

MR, KITO stated the DEED does not currently have a position on
the bill.
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9:45:18 AM

MR. KITO explained that if the legislature decides to nove
forward with this bill, the goal would be to craft a program
that will work throughout the state. Additionally, the program
should be stable, since this programis only effective for five
years and is contingent on the federal program participation.

9:45: 54 AM

REPRESENTATI VE EDGMON asked how many students are being served
in the 25 charter schools in Alaska and whether introducing
additional schools to conpete for scare educational dollars
woul d result.

MR KITO answered at this tinme there are 2,500 charter school
students and are housed in 24 independent facilities.

CHAI R SEATON suggested a summary report on the existing charter
school s.

MR. KI TO agr eed.

REPRESENTATI VE GARDNER asked the report to also include the
nunber of charter schools that were created but are not |onger
oper ati onal .

9:47: 23 AM

CHAIR SEATON asked how the facilities wll be owned and
operated, such as by the school district or the nunicipalities.
He asked whether this would establish a new classification of
owner shi p.

9:48:18 AM

MR. KITO answered that the charter school facilities would
operate in a fashion simlar to the current charter school
oper ati on. The DEED currently requires that a school district
must have adequate interest in a facility to receive public
f undi ng. He described a scenario in which a leased facility
woul d be inproved by public dollars and the | ease |apsed. Thus,
a greatly inproved building would be returned to the owner.
Additionally, use of federal funds could require an agreenent to
grant assurances, which require the facility be operated for the
public's interest for a certain period of tinme. He expressed
concern that if a charter school was built and no |onger used
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that the facility would need to be used or naintained by the
school district until the grant assurance expired. He recall ed
a simlar experience in rural Al aska on a school facility.

MR KITO in response to Chair Seaton, explained that twenty
years has been the normfor grant assurances.

CHAI R SEATON related that in the Honer district, the charter
school is not in a school facility. He asked whether it would
be the school district and not the nunicipality that would be
af f ect ed.

MR. KITO explained that the school district receives adequate
title interest, but it can be a facility that is owed by a
muni ci pality, although an agreenent nust exist between the two.
The DEED considers ownership by the nmunicipality as adequate
title interest, he stated.

CHAIR SEATON asked whether HB 393 would allow for the
construction of a school, including assumng liability, wthout
a vote of the people. He inquired as to whether this would
violate the requirenents for incurring general obligation bonds.

MR. KITO said he was unsure. He offered his belief that by
submtting an application, the school district is obligating
itself to the future expense. However, he further understood
that subject to the regulation process, the application would
need to indicate the support of the l|ocal Board of Education.
This is simlar to how the Board of Education approves the six
year plan for the DEED s grant program Thus, the Board of
Education would acknowl edge it is applying for charter school
f undi ng. He stated the application would be clear and indicate
the potential school district's liability in regard to the
pr ogram

9:52: 55 AM

CHAIR SEATON asked if the facilities are owned by the
muni ci pality, does HB 393 allow for the school district to nake
application, wthout being subject to voter approval. He asked
whet her the DEED has considered this issue.

MR KITO stated that he has not evaluated that issue and was

unsure of how to approach that issue. He said that he would
"take a | ook" at it.

HOUSE EDC COW TTEE - 30- March 15, 2010



CHAI R SEATON pointed out that is an area of the bill that
requires clarification from the Legislative Legal Services, or
Department of Law. He said he knew it was not the sponsor's
intention to disenfranchi se voters. He said he did not want to
have an unintended consequence. He related that school
districts want bonds but the voters do not always approve them
He stated that the application would initiate several "shalls”
on the DEED and indicate an obligation that is unclear.

9:54: 58 AM

REPRESENTATI VE KELLER asked for clarification on the $1,000 per
year, based on the 2,500 students in charter schools.

MR KITO estimated that 40 percent of the schools would
participate in the program based on his own intuition.

9:56: 02 AM

REPRESENTATI VE KELLER hi ghlighted that the advocates for HB 393
consider this to be a nodest request.

9:56: 35 AM

KI KI ABRAHAMSON, Lead Teacher, Fireweed Acadeny Charter School
stated she is also a forner president of the Al aska Charter
School Associ ati on. She indicated her understanding that only
three charter schools have closed their doors in the past 14
years. She said she did not think that nore than 40 percent of
schools would apply for this funding. Many existing schools
have already established support in their comunities, including
adequate facilities, through their school boards. She t hought
that the WMatanuska-Susitna Borough and Anchorage may not have
adequate facilities and would likely apply for the funds. She
recalled an evaluation of <charter school Ilaw that outlined
criteria. She reported that Al aska has been "at the bottoni but
she disagreed that the federal governnent is pushing its agenda
via the grant program However, she did think that the state
scores so low that it indicates the state does not support
charter schools at a |level acceptable to the federal governnent.
She related that charter schools nust neet or exceed the test
scores and academ c progress of all schools in the state, but
have the handicap of I|acking funding and access to facilities
She offered to provide further information to the commttee.

10: 00: 28 AM
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CHAI R SEATON wel cormed further subm ssion of information. [ HB
393 was hel d over.]

10: 00: 50 AM

ADJ OQURNVENT

There being no further business before the conmttee, the House
Education Standing Commttee neeting was adjourned at 10:00 a. m
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