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ACTI ON NARRATI VE
8:07:34 AM

CHAIR LYNN GATTIS called the House Education Standing Conmttee
meeting to order at 8:07 a.m Representatives Reinbold, Seaton
P. Wlson, Kito Ill (Alternate), and Gattis were present at the
call to order. Representative LeDoux arrived as the neeting was
i n progress.

PRESENTATI ON:  Under st andi ng Charter Schools - EED and Charter
School Operators

8:07:58 AM

CHAI R GATTI S announced that the only order of business would be
a presentation by the Departnment of Education and Early
Devel opnent (EED) and charter school operators. She i ndicated
that the conmttee would be hearing testinony on HB 278, in the
ensui ng days [HB 278 was not on today's cal endar].

8:09:11 AM

LES MORSE, Deputy Conm ssioner, Ofice of the Conm ssioner,
Department of Education and Early Devel opnent (EED), i nforned
the commttee the state has over six thousand students attendi ng
twenty-seven charter schools, 1in weight school districts in
thirteen communities. Al aska charter school |aw was codified in
1995, directing that charter schools would be established by
submtting an application to the |ocal school board, followed by
approval of the application by the State Board of Education and

Early Devel opnent (State Board). The State Board's role is
primarily to approve the application if it neets the |egal
criteria. The local board is required to set policies and
procedures for charter school applications, however, t he
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application nust include an acadenmic policy conmttee consisting
of parents, teachers, and school enployees working in the
school . Once the |ocal board has taken action, the application
is forwarded to the State Board for final review and approval.
He pointed out that HB 278 proposes a change to the charter
school application procedure by allowng EED to act upon and
review the denial of an application, and either renmand the
application back to the school district for further review, or
forward a denied application to the State Board to hear an
appeal . M. Mrse turned to the organization and operation of
charter school s.

8:11:42 AM

CHAI R GATTI S asked M. Mrse to explain the purpose of a charter
school and the difference between a charter school and a
nei ghbor hood school .

VR. MORSE said charter schools provide innovation and
opportunities for famlies and teachers to have a different
school structure than what nmay be allowed within a nei ghborhood
school in a public school district. Al aska law allows charter
schools to exist within a public school district, and charter
schools are public schools. However, charter schools are exenpt

from using required t ext books, i nstructional pr ogr ans,
curriculum and scheduling requirenents in place in its school
district. If requested, school districts can also exenpt

charter schools from other policies and procedures, such as
testing, and these exenptions would be explicit in the contract
bet ween the charter school and the | ocal school board.

8:13:51 AM

REPRESENTATI VE LEDOUX questioned whether the parents, teachers
and principal of a neighborhood school could advocate for and
use alternative textbooks.

MR. MORSE responded that the school district nmakes the decision
as to whether a school can nake choices, which becones nore
difficult in a district where students frequently change
schools; however, the decision is related to consistency and
efficiency in staff devel opnent and in purchasing materials, and
rests with the district.

8:15: 55 AM
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CHAIR GATTIS restated her question regarding the differences
bet ween nei ghbor hood and charter schools.

MR. MORSE expl ained that charter schools can choose conpletely
different instructional prograns. Generally, school districts
adopt curriculum textbooks, and instructional progranms - wth
sonme participation from teachers - which are used districtw de
for years. I ndi vi dual schools do not have a choice to "opt
out," and each principal ensures that the teachers are
i npl enenting the adopted materials and prograns, unless they are
charter school s.

8:17:35 AM

REPRESENTATI VE SEATON observed that schools have been introduced
to new innovations such as the Alaska 1 to 1 Digital Learning
Initiative (1 to 1) and the legislative appropriation for the
denonstration project in House District 6, "iPad for Literacy."
The phil osophy behind these prograns was to allow teachers nore
flexibility at a nuch |ower cost by using conputers rather than
t ext books. He asked whether EED has seen an increase in the use
of technology in Al aska.

MR. MORSE responded that the wuse of technology is being
integrated into neighborhood and charter schools. An obvi ous
advantage to charter schools is that changes can be made at the
school level by the academ c policy commttee, whereas school
districts nust nmake changes to an entire system

8:19:46 AM

REPRESENTATI VE SEATON stated that the idea of nobile devices
being utilized to present the sanme textbooks that were adopted
by the district was not the intent of the legislature when it
funded the 1 to 1 initiative, and he asked for clarification.

MR MORSE offered his belief the technology is capable of
broader use than for textbooks, for exanple, for research. He
was unsure as to whether this neeting was appropriate for a
di scussion of the 1 to 1 initiative and other technol ogy.

8:21:15 AM

CHAIR GATTIS stated that a discussion on technology would be
forthcom ng.
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REPRESENTATI VE SEATON pointed out that the commttee has been
told one difference between charter schools and neighborhood
schools is that neighborhood schools are "locked" into a |oca
district's curriculum however, the 1 to 1 initiative intended
t hat nei ghbor hood schools woul d have flexibility al so.

CHAIR GATTIS said that the process is nore cunbersonme for
nei ghbor hood school s.

REPRESENTATI VE SEATON restated that the intent of previous
education commttees was to provide flexibility to nei ghborhood
school s regardi ng cl assroom curricul um

CHAIR GATTIS offered her belief that any type of smaller
operation, school or business, is easier to govern, and said
"which | think has very little to do wth it being a charter
school or a nei ghborhood school

8:24: 48 AM

MR. MORSE assured the conmttee that innovation occurs in
nei ghbor hood schools, but it nust fall wthin the district's
t ext book series, program and curriculum a neighborhood school
can be very innovative, but innovation happens nore easily at a
charter school. M. Mrse returned to charter school |aw,
noting that another exenption allowed to a charter school is the
ability for its academic policy conmmttee to appoint its

princi pal, although not all charter schools have principals. In
nost nei ghborhood schools, the principal is selected by the
superi ntendent of schools. Regardi ng contracts, he explained

that the details of the operation of a charter school are set
out in a contract between the |ocal school board and the charter
school's academc policy commttee. The contract includes the
educat i onal program description, the |evel of achi evenent
expected, its adm ssion policy, admnistrative procedures, the
budget allocation, and any costs assigned to the charter schoo
program budget. Also in the contract are accounting procedures,
teachers, the <charter school's pupil-teacher ratio and the
nunber of st udents, a termnation clause, a conpliance
statenent, and the required 10-year tine limt for the contract.
O her requirenments in statute are that the charter school nust
keep financial records, neet regularly with its parents, and
neet with its academ c policy comrttee.

8:28:52 AM
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REPRESENTATI VE REI NBOLD asked whether nei ghborhood schools are
required to have a term nation cl ause.

MR. MORSE said the statute does not require a termnation clause
for neighborhood schools; however, neighborhood schools are
required to serve the students in their enroll nent area.

8:29: 27 AM

CHAIR GATTIS asked whether neighborhood schools have the sane
type of requirenents in statute, or if charter schools mnmust neet
a hi gher standard.

MR. MORSE responded that nost financial records are kept at a

district level for neighborhood schools; however, |ocal schools
receive funding for activities and nust follow district
procedures to continue funding. The main difference between
nei ghbor hood schools and charter schools in this regard is the
structure  of their governing bodies. Typi cal ly, t he
superintendent - not the principal of an individual neighborhood
school - neets with the school board, which is its governing
body. In further response to Chair Gattis, he said it is not in

statute that nei ghborhood schools nust neet with parents, but it
is in statute that charter schools do so.

8:31: 38 AM

REPRESENTATI VE SEATON clarified that governing body for a
charter school s the academc policy comittee, and the
nei ghbor hood school's governing body is the district.

MR. MORSE agreed, regarding neeting with the academic policy
commttee; in terns of neeting with parents for a nei ghborhood
school, the requirenent is prescribed on a local |evel, but not
on a state |evel. M. Mrse continued, explaining that the
contract between the school board and the charter school also
includes facility issues, such as the needs of the charter
school and its choice for facilities. As an aside, he noted
that charter school laws state a charter school may exist within
a nei ghborhood school, or in a district-owned facility, if the
superintendent deens there is appropriate space avail abl e.

CHAIR GATTIS pointed out the significance of "nmay" versus
"shal |l ."

MR. MORSE added another difference is that students nust apply
to attend a charter school, therefore, charter schools nust have
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a procedure in place for a random selection by the draw ng of
names, should there not be enough space for all of the
appl i cants.

8:35:49 AM

REPRESENTATI VE LEDOUX asked how charter schools select students
fromthe applicants.

MR. MORSE said students nust fit wthin the available grade
| evel s, and parents nust agree to be heavily involved and neet
the transportati on needs of the student.

8:36: 53 AM

REPRESENTATI VE LEDOUX stated in her constituency in East
Anchorage, many students nmay not have parents who are engaged in
their school . She asked whether an interested student is
prevented from attending a charter school if his/her parents are
deened "not engaged."

MR. MORSE was wunsure, and deferred to those who represent
charter school s.

CHAIR GATTIS said she has personal know edge of charter schools
maki ng accommodat i ons.

REPRESENTATI VE LEDOUX clarified that her concern is for students
whose parents do not wi sh to be engaged.

REPRESENTATI VE P. WLSON described the situation in a charter
school known to her with | ess parental involvenent. She related
his wunderstanding charter schools individually set their own
rul es.

8:39:45 AM
MR. MORSE returned attention to the statutory requirenents for

charter schools, noting teachers that hold positions in a school
district nust consent to being assigned to a charter school, and

al | existing negotiated agreenents between the teachers’
bargai ning unit and the school district remain the same for both
the charter schools and nei ghborhood schools. Exenptions from

the teachers' contract are allowed wth the agreenment of the
bargai ning unit | eadership and the school district.

8:40: 59 AM
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CHAI R GATTI S questi oned whether a teacher consenting to teach at
a charter school is any different than consent to transfer to a
nei ghbor hood within the district.

MR. MORSE said in nost districts, no. He explained that in nost

districts teachers can be reassigned - wthin a school and
within a school district - in some order of priority such as
seniority, and under certain rules. In further response to

Chair Gattis, he said the reassignnent of a teacher to a charter
school may be to ensure that the charter school has teachers to
fulfill its instructional program however, a reluctant teacher
may not be hel pful to the school.

CHAI R GATTI S observed that asking for a teacher's consent to be

transferred to a charter school, but not to a neighborhood
school, is |opsided.
8:.42:56 AM

MR. MORSE turned to the subject of funding and said the charter
school law directs that charter schools are not to receive |ess
than the anmount generated by the anobunt of students enrolled in
nei ghbor hood schools, |ess admnistrative costs conputed at the
approved indirect rate. He advised that EED feels this area
needs the clarification |anguage provided by HB 278. Charter
school law also directs that budgets are to be wused for
operating expenses, including purchasing textbooks, classroom
materials, instructional aids, and staffing. The budget itens
concluded statutory |anguage regarding charter schools, and
state regulations clarify that when districts approve or
di sapprove a charter school application, the district nust
informthe departnment within 30 days.

8:44: 47 AM

CHAI R GATTIS returned attention to the nmethod of funding charter
school s.

MR. MORSE read the foll ow ng:

Not Iess than the anobunt generated by students
enrolled ....

MR. MORSE stated the anmount of noney generated by the students

enrolled could be different than that of a nei ghborhood school
because the noney generated by students in the neighborhood
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school goes to the district for districtwide functions. The |aw
seeks to nmake clear what noney is "on the table" and that is the
nmoney that is generated by the students. He provided an exanple
of how transportation costs may affect the funding of schools
t hat have the same nunber of students. Charter schools can al so
be affected by transportation in sone districts.

8:47: 08 AM

CHAIR GATTIS pointed out other costs besides transportation
costs must be considered. She surmsed that charter and
nei ghbor hood schools start wth even funding; however, the
nei ghbor hood school s don't pay | ease costs for their buildings.

MR. MORSE expressed his belief that the proposed |egislation [HB

278] wll <clarify how nmuch nmoney is on the table, and the
charter schools look to their contracts with the school board to
determine |ease costs, i f appl i cabl e; he agreed that

nei ghbor hood schools don't have to lease their facilities, but
they do have facility maintenance costs, which are handled
differently.

8:48: 20 AM

REPRESENTATI VE REI NBOLD added that charter schools don't have
bonding ability for their facilities. In addition, she
expressed her understanding a $470 per student is generated for
transportation costs, although transportation is not provided
for charter school students in Anchorage. She asked for further
clarification on what happens to t he charter school
transportation per student funding.

CHAIR GATTIS cautioned that the comittee already spent
significant tinme at last Friday's hearing on this and she did
not wish to "go backwards"” to discuss this further. She asked
for a "short" answer.

MR. MORSE, addressing the bonding ability coment, said |oca
school districts have the right to seek nunicipal bonding but

i ndi vi dual schools do not. If a charter school is located in a
building that is an asset to the school district, insured by the
district, they have the sane right but the criteria my not be
nmet for bonding. However, he said that in a leased facility

probl ems may arise since bonding is for district assets that are
insured by the district.
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CHAI R GATTIS reported on a charter school in her district that
has been attenpting to bond, but it has not yet been possible.
She gave details of the lease situation and restrictions that
have held back expansion. She characterized the bonding as
being a "Catch-22" for charter schools.

8:51: 05 AM

REPRESENTATIVE P. WLSON asked for further <clarification on
whether a charter school in a district building nust neet
bui | di ng codes.

MR. MORSE answered that building codes need to be nmet in order
to house students. The distinction he was trying to nmake was if
a charter school is wusing a facility in the district, the
superintendent would need to determ ne that the building can be
brought up to code. He reiterated that |eased facilities in a
district must neet safety and heal th standards.

8:51: 57 AM

REPRESENTATI VE REI NBOLD comented that elenentary school space
appears to be nore available in the Anchorage area. The
repurposing of the space to charter schools mght avoid the
necessity to build new schools or pay exorbitant rent for
charter schools. She expressed concern that a successful
charter school in her district that has been facing difficult
housing circunstances hasn't been rewarded by the district
despite its excellent educational results.

8:53:31 AM

REPRESENTATI VE LEDOUX asked whether legislative |egal has
provided a response regarding the transportation funding
changes. She noted discrepancies or disconnects between
Conmi ssi oner Hanl ey’ s interpretation and that of sone
| egi sl ators.

CHAIR GATTIS answered she has not yet received a response. She
then referred to docunents in nmenbers' packets from the Aguarian
Charter School.

8: 55: 42 AM

JOEY ESKI, Chair, Academc Policy Conmttee, Aquarian Charter
School, stated that she is the chair of Aquarian Charter
School’s Academic Policy Commttee, in Anchorage. She
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personal |y thanked Chair Gattis for her recognition that charter
school s are innovative | earning environnments.

M5. ESKI explained that Aquarian Charter School neans different
things for famlies. For her famly it has represented a sound
education in a nurturing environnment created by involved parents
and magi cal teachers. She described her famly's decision to
apply to Aquarian Charter School, touting the open, confortable
learning environment with a tailored approach to children's
| earning that the school enploys. The Aquarian Charter School
also uses a differentiated nodel for children and caters to the
child's highest |evel of achievenent.

M5. ESKI related that Aquarian Charter School is one of eight

charter schools operating in the Anchorage School District. Two
charter schools are hone-school progranms, one is a GCerman
| mer si on Program In addition, other charter schools include

an Alaska Native Cultural Charter School, a Wl dorf-inspired
school, Eagle Acadeny, and Hland Tec that uses a standards-
based | ear ni ng nodel

M5. ESKI had anticipated a mddle school comng on line, Stream
Acadeny, with a focus on technol ogy but the charter school could
not secure a buil ding.

8:58:25 AM

REPRESENTATI VE LEDOUX did not see the Spanish |Inmersion Program
|listed. She asked for further clarification.

M5. ESKI identified it as an alternative school and not a
charter school, although it may have initially started as one.

8:58: 54 AM

REPRESENTATI VE REI NBOLD asked her to identify the charter school
that had difficultly locating a building for its school.

M5. ESKI responded the mddle school was the Stream Acadeny,
being started-up by a group of educators focused on technol ogy,
mat hemat i ¢cs, and outdoor |earning interests.

REPRESENTATI VE REINBOLD rel ated that many el enentary schools are
at 80 percent capacity and it seens the schools could be
restructured and the space repurposed to support other charter
school s. She said she was aware of several charter schools in
Mul doon and Eagle River that could benefit.
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CHAI R GATTI S requested the Stream Acadeny information
9: 00: 44 AM

REPRESENTATI VE LEDOUX understood sonme transportation has been
provided to alternative schools but not to charter schools. She
asked whet her al | alternative school s receive st udent
transportation.

M5. ESKI answered no; transportation is only provided to the
Rogers Park Highly G fted program

REPRESENTATI VE LEDOUX wondered what the reason was to limt
transportation to one school.

MS. ESKI was unsure. She turned to charter school purposes,
that they were initially started by inspired individuals,
typically parents who saw a perceived need in education. She
offered her belief that formng a charter school is the nost
effective way to obtain an innovative education nodel in the
Anchorage School District (ASD) and probably in the state. Once
charter schools are started they are governed by parent Acadenic
Policy Committees (APCs), consisting of parents, teachers,
staff, and sonetinmes community nenbers. The APCs are
responsi ble for making decisions related to budget and
curricul um In instances in which the charter school has been
fortunate enough to have a principal, he/she is a district
enpl oyee; however, the APC retains the authority to hire and
fire and the principal reports to the APC. Thus, the principa
straddl es between two authorities: the district and the APC

9:03: 11 AM

CHAIR GATTIS asked for further clarification on the remark that
some charter schools are fortunate enough to have principals.

M5. ESKI said that whether or not to hire a principal is a
budget-driven decision at the charter school and sonetines a
| ead teacher assunes the position. Wil e charter schools nust
have admi nistration, it doesn't need to be a principal and is
of ten handl ed t hrough parental support.

CHAI R GATTI S understood budget-driven decisions and appreciated

knowi ng that some charter schools or neighborhood schools that
don't have principal s.
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M5. ESKI responded that she couldn't speak to neighborhood
schools just to charter schools. She detailed the history and
description of the Aquarian facility. It was started in 1997 by
a group of parents who wshed to create a stress-free
environment for high-achieving students, wth differentiated
instruction, and high expectations delivered in a warm and
encour agi ng environment. The Aquarian school has since evolved
and is no longer exclusively a school for gifted students,
although it has mintained the requirenent to challenge each
child at his/her individual Ilevel and reach the highest
potential possible. Students and teachers have conplete
interaction and it is not uncommon to have four or five reading
and spelling levels occurring at the same tinme. The school uses
a "blocked math" period and curriculum plus every single
teacher teaches nmath and all are highly-qualified math teachers.
The Aquarian charter school enploys innovative techniques that
can be enployed at neighborhood schools but it mght be
difficult to replicate.

9:07:39 AM

M5. ESKI remarked that the Aquarian Charter School has operated
for 17 years so it has grown over this period of tine. One of
t he bi ggest chall enges Aquarian and many charter schools have is
finding and funding a facility. She highlighted the balance
bet ween growi ng enrollnent to secure sufficient funds and having
sufficient space for the growing enroll nent. She characteri zed
it as the balance of discovering the right size to be and what
the school can afford. She related that Aquarian Charter School
is housed in a once condemmed, vacated, fully-depreciated
Anchorage School District (ASD) building. She described the
school building as basically portables conbined wthout any
foundation, with a single nulti-purpose room used for physica
education, lunches, and school assenbly neetings. The school
has 383 enrolled students, with over 800 wait-listed students,
not including incomng kindergarten students.

M5. ESKI related Aquarian Charter School's rent and mnai ntenance
costs of $350,000 per year, which she described as being the
best in the district. For exanple, the Alaska Native Cultura
Charter School pays $640,000 per year and is also housed in a
condemmed building and Rl ke Schule Charter School pays $750, 000
per year, she said.

9: 09: 25 AM
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CHAIR GATTIS asked for further clarification on the condemed
bui | di ngs.

M5. ESKI responded that the Alaska Native Cultural Charter
School noved into the Pacific Northern Acadeny building, which
is an old reconditioned building that first needed to be brought
up to code.

9:09: 46 AM

CHAIR GATTIS asked for further clarification on whether a
nei ghbor hood school noved out of the building and a charter
school noved in.

M5. ESKI answered that a private school relocated. She vaguel y
recalled the school found it nore cost effective to nove rather
than bring the building up to code. The Al aska Native Cultura
Charter School obtained grants to upgrade the building and it
pays rent to the Northern Acadeny, she said.

M5. ESKI detailed that the Wnterberry School, the Wl dorf-
inspired charter school contracted with a private contractor to
build its school, pays $400,000 in rent, plus $50,000 in
property taxes, with an option to purchase after 20 years. She
enphasi zed that the $50,000 in property taxes has been difficult
for the school to neet.

9:11: 26 AM

CHAIR GATTIS related her wunderstanding that a portion of the
rent may allow for purchase.

M5. ESKI replied she was unsure. She understood the anpbunt was
set at $3.1 mllion, but declined further conment.

CHAIR GATTIS wunderstood that <charter schools nust do sone
creative financing. She asked to put on the record one issue
for charter schools is that the private buildings they | ease are
subject to property taxes, but neighborhood schools are not
subj ect to property taxes.

9:13:01 AM
M5. ESKI remarked that all schools in Al aska operate on a tight
budget . Anchorage charter schools receive a Base Student

Al l ocation (BSA) adjusted for enrollnent and pay routine costs;
however, they also pay rent for facilities plus maintenance or
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construction costs from operating funds, wunique to charter

school s. Further, charter schools don't consistently receive
state grant dollars, Ilocal tax dollars, or capital project
fundi ng, she said. She contrasted the 25 percent Anchorage

charter schools pay to cover facilities-related expenses wth
the 10 percent average cost for facilities that the district
spends on [nei ghborhood] facilities. In addition, the district
can access capital funds and bonding to neet building,
acqui sition, and nmmjor renovation needs for neighborhood
school s.

9:14: 25 AM

M5. ESKI said that as a CPA she understood the conplexity of the
issues the comittee faces. She acknow edged the funding
formula is difficult to wunderstand and adm nister. She

hi ghlighted that equity and facility funding is the single nost
significant challenge hindering <charter school growh and
sustainability.

M5. ESKI offered recomrendations that could assist and support
charter schools. First, charter schools would like to establish
an annual facility allowance based on district needs directly
from the state with a corresponding roll-over allowance. Thi s
woul d support charter schools and allow them to save noney for
school s. Secondly, she suggested that to reinstate and fund a
conpetitive state-funded grant program for facilities would
hel p. Third, charter schools would |ike statutory |anguage
regarding first right of refusal to occupy closed, unused, or
underused public school facilities or property and the ability

to use these facilitates wi thout rental paynents. Certainly,
charter schools recognize the school and the district would need
to negotiate the mintenance and facility costs. Fourt h,

charter schools would like to obtain an exenption from | ocal
property taxes for facilities housing public charter schools.
Further, she wunderstood contradictory |anguage exists between
statutes and regul ati ons necessary to nake this happen.

M5. ESKI highlighted funding requests. First, charter schools
would like changes in state law requiring logical funding from
| ocal, state, and federal sources to follow the public charter
school student. Again, the charter school receives the funding
formula whereas the district also receives funding from other
sources, including state and federal grants. Further, districts
have the discretion on whether to pass down the additional
funding and charter schools would like clarity and fairness
appl i ed.
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9:18:19 AM

CHAI R GATTIS asked for further clarification on whether charter
school s pay property taxes but don't receive any share back.

M5. ESKI related her understanding that the state funding
formula is used to support the charter schools. Charter schools
receive the local required contribution, but nunicipalities
don't distribute any nonies above the required contribution.
She related a scenario which illustrated that nunicipalities,
such as the MOA distribute nonies into the state funding
formula, which are distributed to charter schools on a per pupi
basis; however, additional funds passed through from | ocal
property taxes are not distributed to charter schools. She
estimated the charter school receives about half of the |ocal
f unds.

M5. ESKI related the final recomendation would be a state-
mandated cap on indirect fees charter schools remt to the |ocal
district. Al t hough charter schools certainly agree to pay for
district services received, the district's fees «currently
fluctuate from two to six percent in any given year, and are
assessed late in the process which al so causes budgeting issues.

9:21:29 AM

M5. ESKI suggested a four percent cap for indirect fees is
reasonabl e; however, charter schools express a wllingness to
work with the district to achieve logical or phased-in changes
to avoid drastic inpacts to the district. Further, it would be

hel pful to make changes in the charter school laws that further
define what districts should share. Despite Al aska's |ackluster
national charter school ranking, the charter schools manifest
i nnovation in education and public choice for Alaska' s famlies,
but not at the expense of accountability. Wrking with |oca
districts gives charter schools credibility and ensures high
educational standards, but positive changes could encourage
districts to work with charter schools and allow them to grow
She noted that bills before the legislature, HB 278 and HB 93
represent a good starting point and charter schools | ook forward
to working with the commttee and the governor to strengthen the
provi si ons governi ng charter schools.

M5. ESKI said the charter schools' nunber one request is a
state-funded per pupil facilities allowance, with the nmain goa
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of sustainable charter schools that can grow and neet the
demands of Al aska's students.

9:23: 23 AM

REPRESENTATI VE  SEATON understood the funding above the
requi renent of the cap. He referred to page 1 of the handout
entitled "Alaska Charter Schools Legislator Information"” to the
request for federal dollars for mlitary famlies. He asked for
clarification on the funding source.

M5. ESKI answered that the federal funds have a conplicated
structure and mninmally inpact charter schools; however, charter
schools would Ilike forthright sharing from the federal
gover nnent .

REPRESENTATI VE SEATON related his understanding this would be
pro-rata basis for students not a per-pupil basis. It would be
based on the nunmber of students attending charter schools as
conpared to the nunber of mlitary students in the entire
district.

M5. ESKI answered that is correct; it would just account for the
students who attend and not all students in the district.

9:25:18 AM

REPRESENTATI VE REINBOLD said that the 800 waitlisted students
for Aquarian Charter School points to the obvious success of the
school . She enphasi zed her passion for charter schools.

REPRESENTATIVE P. WLSON expressed an interest in further
i nformati on regardi ng retai ned budget savings and | apsed funds.

CHAI R GATTI S asked for further clarification on the difficulties
charter schools are experiencing related to | apsed funds.

M5. ESKI related her understanding that districts cannot retain
nmore than 10 percent of any unencunbered funds. The charter
school savings becone part of that 10 percent rollover cap. Any
significant savings nust be used or returned to the district.
Recently, one charter school purchased conputers for the
Aquarian charter school in order to not return funds. The
charter schools report any encunbered funds, such as funds for
supplies, but nust obtain special permssion to retain savings
to pay expenses such as rent.
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9:29:31 AM

CHAI R GATTI S asked whet her Aquarian Charter School nust pay rent
t hrough the summer.

M5. ESKI answered Aquarian charter school has a twelve-nonth
| ease.

CHAIR GATTIS remarked the schools should be able to accrue
savings for anticipated expenditures.

REPRESENTATI VE P. WLSON suggested that since a lawsuit was an
inmpetus to <create that 10 percent <cap, it nmy be nore
conplicated to renedy. She stated support for anending the
statute in support of the charter schools being able to rollover
funds, but would like the EED to investigate this further.

CHAI R GATTI S acknow edged her remarks.
9:31:11 AM

REPRESENTATI VE SEATON asked for clarification on student
transportation for Aquarian Charter School .

V. ESKI answer ed t hat t he parents provi de st udent
transportation to and from school

REPRESENTATI VE SEATON asked whether Agquarian Charter School
woul d be interested in the $459 per student transportation fees,
if these fees are passed.

M5. ESKI answered that Aquarian Charter School's goal would be
to work wth the district to organize busing for all the
students, rather than receive the noney directly. Further, she
supported access for children to attend if parents can't drive
She clarified that the school requests parental involvenent, but
do not require parents to volunteer and the school enjoys
significant parental involvenent.

9:33: 29 AM

REPRESENTATI VE REI NBOLD of fered her belief that the $459 or nore
student transportation funding should follow the student to

what ever school the student attends. It seens that it could be
paid directly to parents if necessary to support getting
students to charter schools. She offered her support for

transportation funding.
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REPRESENTATI VE SEATON referred to the docunment in nenbers
packets entitled, "Anchorage Charter School Facilities Analysis"
that lists Aquarian Charter School per student allocation at
$7, 857. 14. He asked for further clarification on the source of
the funding and whether it represents the BSA or if it is for
facilities.

M5. ESKI answered that it is the BSA funding, which is based on
the school size, the special needs factor, the head factor, and
the quality school grants, net of the indirect costs the
di strict wthholds.

9: 35: 32 AM

CHAIR GATTIS asked whether this amount is the adjusted daily
menbership through the fornmula net indirect costs.

M5. ESKI answered yes. She prepared the spreadsheet based on
the district's website. The second handout highlighted revenues
charter schools receive and which ones they don't receive.

9:37: 00 AM

BARBARA GERARD, Principal, Acadeny Charter School, thanked the
comittee. She offered to review funding, facilities costs and
speci al education for the Mat-su Borough School District. Wth
respect to funding, she detailed that when the Acadeny Charter
School and M dnight Sun opened in 1997, they only received a
portion of the state funding. Senate Bill 36 passed, which
allowed for a basic need per student, which forced districts to
provide mniml state foundation funding for education, simlar
to other public schools. However, charter schools also pay
i ndirect costs. In 2007, the Matanuska-Susitna charter schools
recei ved about $5,300 per student and reinbursed the district
3.98 percent to cover indirect fees, which fluctuated each year
ranging from 4.85 percent to 3.42 percent the next. The
af orenentioned fluctuation in indirect costs created difficulty
in budgeting. The charter schools did not receive the local tax
appropriation.

M5. GERARD related that in 2010, the Acadeny Charter School
famlies, along with the five other charter schools in the
Mat anuska- Susi tna Borough (MSB) joined together to approach the
M5B  for the taxpayer portion to “"follow the child."
Superintendent George Troxel and Assistant Superintendent John
Weet man agreed to reduce the indirect fee to .5 percent if the

HOUSE EDC COW TTEE -19- March 3, 2014



charter schools did not seek the full local tax appropriation,
whi ch the charter schools agreed to. Two years ago the charter
school s negotiated receiving the full local tax appropriation of
approximately $2,800 per student in exchange for paying the
current indirect fee determined by the Departnent of Education
and Early Devel opnent (EED). The WMat anuska-Susitna charter
schools receive the BSA and local tax appropriation and pay a
percentage of the indirect costs, which ranges up to 6.96
percent, or $800,000 for the six charter school s.

9:41: 24 AM

CHAI R GATTI S asked for further clarification on how the indirect
fees are set.

MS. GERARD answered that the school districts submt a formto
EED and that the federal indirect rate is cal cul ated each year.

REPRESENTATIVE P. WLSON related her wunderstanding the school
district uses those calculations to charge the charter school
i ndirect fees.

M5. CERARD answered that is correct; but the indirect rates
fluctuate, creating budgeting concerns from year to year. She
guestioned whether indirect rates for charter schools should be
the sane as for other schools. Further, the actual nunber used
is discretionary and a set fee would be nore appropriate. She
suggested that setting indirect fees at three percent would be
fair and could alleviate annual budget needs and stabilize fees.

REPRESENTATI VE SEATON asked to have the information forwarded to
the comm ttee.

M5. GERARD said she obtained her information from Beck Wight,
Director of Finance, Matanuska-Susitna Borough School District,
and will forward it to the commttee.

9:44: 25 AM

M5. GERARD turned to the facility costs for charter schools.
She explained the |lease situation in the MSBSD. Over $1 nillion
is paid into private hands to house charter school facilities,
along with local taxes, which are taken directly out of the
operational budgets and represent funds not being directed to
cl assroons. Repur posing public facilities would be hel pful, she
said, even if it was only during the first three years of
operation when charter schools are nost vul nerable. Havi ng an
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"“incubator” school facility would allow a charter school the
opportunity to practice, develop, and perhaps earn the right to
apply for 80:20 nunici pal bonds.

9:46: 26 AM

CHAIR GATTIS asked for further clarification regarding the
property taxes charter schools currently pay.

M5. CGERARD answered that the charter schools pay their |eases
Charter schools are furnished tax bills as if they are building
owner; however it is basically a "pass through” fromthe private
owners.

CHAIR GATTIS asked for further clarification on the funds that
are passed t hrough.

M5. GERARD declined conment since the Acadeny Charter School has
benefited from legislative direct appropriation and doesn't
| ease its building.

9:47: 47 AM

CHAIR GATTIS offered her understanding that the Matanuska-
Susitna Assenbly has identified this inequality and have begun
the process of passing these tax dollars back, through the
district directly to the charter school. She acknow edged t hat
the MSBSD and the MSB Assenbly have established good
rel ati onshi ps; however, this certainly is not in statute.

9:48: 47 AM

REPRESENTATI VE P. WLSON rel ated her understandi ng the Anchorage
area is reluctant to have taxes deflected from the schoo
districts, but she is happy to hear the MSBis willing to do so.

REPRESENTATI VE SEATON suggested that if a rmunicipality is not
matching to the cap, since these are public schools the tax
could be forgiven. He suggested problens could arise if the
muni cipality is already funding to the cap.

CHAIR GATTIS commented that taxing to the cap, asking charter
schools to pay the property tax, then failing to refund that
portion to give the charter school equity with the nei ghborhood
school s creates an interesting di chotony.
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REPRESENTATI VE SEATON pointed out this is a nunicipal decision
by nunicipal ordinance so a nunicipality could change exenpt
charter schools from paying property taxes and it would not go
t hrough the school district.

9:51: 19 AM

REPRESENTATI VE REI NBOLD referred to AS 14.08. 101, which read, "A
regi onal school board may ... (6) establish, naintain, operate

di sconti nue, and conbine schools subject to the approval of the
conm ssioner; ...." Thus, she concluded that the comm ssioner
woul d be brought into these di scussions.

REPRESENTATI VE KITO, 11l expressed surprise that a property tax
bill would be different than the |ease paynent. He further
suggested that the |ease paynent or rent paynent for a building
is based on market rates. If property taxes are exenpted for
private entities leasing facilities it represents a tax break
for these private parties. He asked whether they are required
to keep the costs separate.

CHAIR GATTIS stated that the MSB confirnmed it has allowed the
MSBSD to return the noney, but it hasn't been set aside. She
reported that the MSBSD wanted to go on the record that it
assists its charter schools.

9:53:19 AM

M5. GERARD resuned with the topic of maintenance. It would be
hel pful for charter schools to have naintenance savings
accounts. Charter schools operate "one catastrophic event" away
from closing their doors. She related a scenario that
illustrated the difference between the neighborhood school and
charter school after a fire, noting a neighborhood school
woul dn't be expected to rebuild its school from operating funds,
but a charter school would. The charter schools would like a
per - pupil mai ntenance fund established for use in the event of a
catastrophic event to prevent the charter schools from cl osing.

M5. CERARD explained that the MSBSD s charter schools use a
lottery system for student selection which neans any student can
attend, including special education students. She described the
wi de range in the nunmber of |EP students in schools and in the
additional human resources available to neighborhood schools.
She described the Acadeny Charter School with 26 active |EPs,
spanni ng a range of issues. Many of the students have | EPs and
resource teachers are brought on to assist and ensure students
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are working at |evel. She reported on the various schools and
the nunber of [|EP students being accommpdated, along wth

restrictions that have occurred. Because of the cost of
specialists, other positions are not filled, such as a school
nurse or a custodian. She enphasized that every student is

wel come to the charter school and receives the education that
best neets hi s/ her needs.

9:57: 04 AM

M5. CGERARD finished by suggesting that a conversion charter
school option be undertaken. She hoped sonme type of incentive
could help traditional schools convert to charter schools if 65
percent of the staff at a nei ghborhood school chooses to do so.
The process inproves opportunities for innovation. The process
allows charter schools foster an environnent and atnosphere to
enbrace new ideas, nethods, and strategies to inprove student
| earning and achi evenent. She encouraged this to offer nore
flexibility and to offer nore opportunities.

M5. GERARD enphasized how supportive the MSBSD has been to

charter schools in the district. She summarized by saying that
charter schools would like full funding and that funding should
be attached to students. Some schools, such as the Acadeny

Charter School have worked wth the district on creative
transportation arrangenments to reduce parent transportation
di st ances. Indirect fees should be adjusted so the rates are
fair, equitable, and don't fluctuate. For exanple, setting the
indirect fee rate at three percent seens equitable. In
addition, it would be helpful to have an item zation of indirect
cost s. Any legislative direct appropriation grant should have
an attached requirenent that the pass-through governnment entity,
such as the MSB, can only retain 2.5 percent for overhead or
i ndirect costs. When the MSB took 5 percent from the direct
appropriation grant for the Acadeny Charter school, it
represented "a big chunk"” that could have gone to the classroom
she sai d.

10: 01: 00 AM

CHAIR GATTIS anticipated that the charter school aspect in HB
278 is perhaps the npbst cunbersone aspect. She said it is
important to have dispelled the nyth that charter schools don't
accommodat e speci al needs students.

REPRESENTATI VE SEATON referred to the federal funding for
mlitary students. He asked whether the percentage of mlitary
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students could vary widely in sone charter schools. He asked
whet her the charter school seek per-student percentage across
the district.

M5. GERARD stated that MSBSD is working to ensure funding follow

a student. For exanple, the Birch Tree Charter School has its
four intensive special needs students receive increased funding
based on a per-pupil anmount for an intensive student. She

offered to provide further information.
CHAIR GATTI S said she would distribute it to nmenbers

10: 03: 38 AM

REPRESENTATI VE P. WLSON asked whether any charter schools have
100 percent of |EP students.

M5. GERARD answered that her school has individualized |earning
plans (ILPs) for each student but she was not aware of active
| EPs for all students.

REPRESENTATIVE P. WLSON asked whether charter schools treat
speci al education students the sanme by using an | EP

M5. GERARD answer ed yes.

10: 05: 29 AM

JACK WALSH, Superintendent, Craig School District, comrented on
charter school operations, noting charter schools do not operate

in all communities. He related when charter schools were
initially set up one concern was that teachers could be assigned
who mght not be the ones the parents preferred. Anot her
concern was that teachers selected in |anguage i mmersion schools
needed to have appropriate |anguage ability to teach. He
related a scenario that illustrated a teacher, such as hinself,
with high school Spanish experience would not Iikely be
successful .

10: 07: 06 AM

CHAI R GATTI S agreed. She related her understanding in ternms of
teachers' bargaining unit rules applied and a teacher nay be
assigned regardl ess. A language imrersion school my end up
with soneone who has no foreign |anguage skills. She expressed
concern that teacher consent is different between nei ghborhood
and charter schools. She related that teachers assigned to
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nei ghbor hood schools don't have an opportunity to consent, but
charter school teachers nust agree to the assignnent.

MR. WALSH answered that the teacher assignnments may vary between
districts and sonme changes nmay be necessary within the teachers’
bargaining unit to allow flexibility. Further, in terns of
transportation, it varies between charter schools and sone
charter schools may not have transportation issues. He offered
his belief nost districts are trying to provide support.

REPRESENTATI VE KITO Il thanked himfor his comments.

10: 09: 10 AM

ADJ OURNVENT

There being no further business before the commttee, the House
Educati on Standing Committee neeting was adjourned at 10:09 a. m
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