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CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
March 17, 2014
1:33 p. m

Stoltze called the House Finance Conmittee neeting

to order at 1:33 p.m
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Representati ve
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Representative
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Representati ve
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VEMBERS ABSENT

None
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Al an Aust erman, Co-Chair
Bill Stoltze, Co-Chair
Mar k Neuman, Vice-Chair
M a Costello

Bryce Edgnon

Les Gara

David Guttenberg

Li ndsey Hol nes

Cat hy Munoz

St eve Thonpson

Tamm e W1 son

Representative Lynn Gattis, Chair, House Educati on
Commttee; Mchael Hanley, Comm ssioner, Department of
Educati on and Early Devel opnent ; Angel a Rodel | ,
Comm ssi oner, Depar t ment of Revenue; D ane Bl uner,
Comm ssi oner, Depart ment of Labor and Wor kf orce

Devel opnent .
SUMVARY

HB 150

TECHNI CAL/ VOCATI ONAL EDUCATI ON PROGRAM

HB 150 was SCHEDULED but not HEARD

HB 179
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BROADBAND DI SCOUNTS FOR SCHOOLS
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HB 220 REPEAL SECONDARY SCHOCOL EXI' T EXAM
HB 220 was SCHEDULED but not HEARD
HB 278 EDUCATI ON: FUNDI NG TAX CREDI TS/ PROGRAMS

HB 278 was HEARD and HELD in conmmttee for
further consideration.

HB 291 STI PEND FOR BOARDI NG SCHOOLS
HB 291 was SCHEDULED but not HEARD

#hb278
HOUSE BILL NO. 278

"An Act increasing the base student allocation used in
the formula for state funding of public education;
repealing the secondary student conpetency exam nation
and related requirenents; relating to high schoo

course credit earned through assessnent; relating to a
col l ege and career readi ness assessnment for secondary
st udent s; relating to ~charter school application
appeal s and program budgets; relating to residential
school appl i cati ons; increasing the stipend for
boarding school st udent s; extending  unenpl oynent
contributions for the Alaska technical and vocationa

education program relating to earning high school
credit for conpletion of vocational education courses
offered Dby institutions receiving technical and
vocational education program funding; relating to
education tax credits; making conform ng anendnents;
and providing for an effective date."

1: 33: 59 PM

Co-Chair Stoltze discussed the ommi bus education bill and
the intent of the neeting.

Representative Costello noved the House Education Conmttee
bill version before the commttee.

REPRESENTATI VE LYNN  GATTI S, CHAI R, HOUSE EDUCATI ON

COM TTEE, read from a prepared statenent pertaining to HB
278:
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The CGovernor’s Education bill cane to us in late
January and we imrediately began hearing it in House

Educat i on. Recogni zi ng that the bill had many
different aspects related to education in it, the
Comm ttee determ ned very early on that the bill would

need to be broken down into its various conponents and
heard in segnents.

W identified at |least ten different conponents of the
bill and though sonme of them overlapped, we spent
several weeks hearing the bill by the various topics.
W had several presentations from DEED and from the
DLWD. W heard several hour s’ worth of expert
testinony and even nore hours' worth of public
t esti nony.

Last week we began the arduous but thoughtful process
of presenting our amendnents. The Committee dealt with
two dozen anendnents and the result of those that
passed is in front of you in CSHB 278, version N

To begin with, there are sonme changes in this version
of the bill that are the work of the Legislative Legal
department sinply for <clean - wup and conformty
purposes. But the bulk of the work is the result of
the Committee’s work, so here is a summry of that
activity by the topical conponents.

Section 1 is the H gh school course credit earned
t hrough assessnent. The Governor’s bill provided for
“testing out” for students who could prove mastery of
a subject through an assessnment rather than having to
do required “seat time” in a classroom and thereby a
student can receive credit for that course if the
established “nastery” or proficiency rate on the
assessnent is reached.

The House Education Conmittee anmended the bill wth
| anguage simlar to HB 190 — which provides for the
devel opnent of nore course assessnents to be nade
available to students other than just those courses
that are required courses for neeting the criteria of
t he Al aska Performance Schol arshi p Program

Sections 2, 3, and 4. These sections deal with

elimnating the requirenent for passing the HSGQE and
the Committee anended out any requirenent for the
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state to pay for a student to take a post-secondary
test such as the ACT, SAT or WrkKeys. The current
requi renent fromthe State Board of Education for high
school Juniors to take the Wrk Keys test is not
inmpacted by this potential change. The Committee
anmended in the requirenent for determning and
reporting on the nunber, the attendance rates and the
performance of students whose parents are active duty
mlitary. The effective date for the transition
regarding these sections was anmended from June 30,
2017 to June 30, 2015.

1: 38: 55 PM

Representative Gattis continued to address the |egislation
in a prepared statenent:

Section 5 begins the sections that deal with charter
school applications, appeals and progranms. The first
segnent regarding charter schools was anended to add
| anguage allowing the State Board of Education to be
an alternative authorizer of a charter school. Though
the bill’s initial |anguage states that a denial from
a local district for a charter school application
could be appealed to the Comm ssioner and then could
be approved by the Comm ssioner, the Conmittee anended
that portion to state that the State Board of
Education could becone the charter school’s chartering
and operating authority so a charter school would not
have to try to operate within a hostile environnent of
a district that initially denied it. The anendnent
however, does provide for giving the local district a
chance to appeal and request that it becone the
operating authority. This section was al so anended by
the Commttee to limt the length of tinme by which a
| ocal board had to nmke its decision to approve or
deny to 60 days.

If you nobve onto Section 8, you will see where the
Comm ttee anended that section to add that a charter
has the right of first refusal for Ileasing of

avai | abl e space of school district facilities and that
the district can charge a reasonable fee that reflects
the true operational costs of that facility.

Section 9 limts the amobunt that a district can charge
inindirect cost fees to 4%
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Skipping onto Section 12; it was anended by the
Commttee to require that school districts fornulate
policies and thoughtfully address the transportation
chal | enges of their charter school st udent s.
Districts woul d be char ged W th coordi nati ng
transportation routes and transportation availability
as best they can within their current transportation
plan in order to provide transportati on where and when
feasible. If not, the districts will have to forfeit
the portion of their transportation funds generated by
the nunber of students attending the charter school
and hand that noney over to the charter school.

1:41: 26 PM

Representative GGattis spoke to the conponent requiring
districts to forfeit the portion of their transportation
funds generated by the nunber of students attending the
charter school; districts would be required to hand the
noney over to the charter school. She had offered the
provi sion as an anendnent in the House Education Comm tt ee;
it had passed unani nously. The intent was not to change the
existing transportation system but to require buses to
pick up and drop off charter school students if there were
open seats.

Co-Chair Stoltze remarked that the anmendment becane easier
once people had understood that charter schools were public
school s.

Representative Gattis replied that the issue had been a
topic of Ilengthy conversation. She discussed that nany
people did not understand how charter schools were funded
given that sone had been inplenented as experinental and
processed through as private-type prograns. She spoke to a
| ack of understandi ng about where charter schools paid and
where inequities existed. She believed the governor had
recogni zed the issues and that charter schools were an
opportunity to conpete on a local level, offered parents a
choice, and conplinmented the existing educational system
She pointed to the success of charter schools denonstrated
by their long waiting |ists.

Representative Gattis continued reading from a prepared
statenent :
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It does not require the district to specifically
provi de transportation for students but they do have
to allow charter school students to take advantage of
nor mal bus routes whenever reasonably possible.

In Section 13, the end of that section was anended to
allow for bonding by a municipality or borough for
constructi on, additions and rmajor rehabilitation
projects for charter schools. This will allow for a
70% debt rei nbursenent of bonds for charter schools.

Though it seenms a little out of order Section 17 was
added in to decrease the mninmm nunber of students
required for establishing the funding rate for a
charter school wthin its first three years, and
allowing the adjusted student count to be counted at
the sane rate as for 150 students.

Looki ng back at Sections 15 and 16, the Governor’s
bill provided for an inproved application process for
creating new residential schools and for an increase
in the stipend to nore accurately reflect the actua
audited costs of boarding school students and the
House Education Commttee sinply amended Section 37 to
provide for an effective date of July 1, 2014
repl aci ng the Governor’s date of Sept. 1st.

Representative Gattis explained that the effective date had
been changed to July 1, 2014 given that school would have
already started by the Septenber 1 date that had been
included in the governor's bill version.

1: 44: 36 PM

Representative Gattis continued reading froma statenent:

Sections 18, 19 and 20 deal with the Base Student
Al location increases. The committee did not address
the conponent of the bill that deals with the BSA but
decided from the beginning that that was an issue
better discussed in HOUSE FINANCE so the Committee
passed that portion unanended.

Section 21, Techni cal and Vocati onal Educati on
Progranms (TVEP); the percentages for the funding
allocation were anended in order to add another
program to the list of supported prograns. The U of A
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percentage was decreased to 42% and the Southern
Sout heast Al aska Techni cal Education Center was added
at 3%

Co-Chair Stoltze interjected that the section would be up
for discussion.

Representative Gattis agreed. She resuned readi ng beginning
with Section 22:

Section 22 was anended to add nore reporting
requirenents to verify the performance results of
t hose prograns.

Moving on to Section 25 and the Tax Credit conponent
of the Governor’s bill — this section further defines
the itens that can be identified as costs, and added a
tax credit for contributions made to early |[|earning
and childhood devel opnment prograns to include those
provided by a for-profit corporation. This section was
al so anended to clarify that this tax credit applies
to those contributing to post-secondary schools or
institutions wthin the state, not outside. That
| anguage is repeated in Sections 26, 28, 29, 31, 32

34 and 35.

Section 37 repeals Section 3, ch. 91, SLA 2010 which
will renmove the sunset date and that will allow Al aska
to continue to seek federal grants for providing
start-up funds for new charter schools.

The anendnments made by the House Education Conmittee
make our charter school environment even stronger in
the state of Alaska, they further reduce unnecessary
testing requirements in our state and the costs
associated with testing and inprove incentives for
cor porations and or gani zati ons to support our

vocat i onal opportunities and t he | earni ng
opportunities of our youngest students. The anendnents
will nore effectively support the Governor’'s efforts

to i nprove our education systemin our state.

Co-Chair Stoltze asked about Section 38. He referred to two
"repealers.” Representative Gattis believed there may have
been a TVEP sunset included. She was unsure what Section 38
enconpassed.
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Co-Chair Stoltze commented that repealers were often nore
powerful than other nore descriptive |anguage.

Co-Chair Austerman asked Representative Gattis to provide
her witten comments to the commttee. Representative
Gattis agreed to provide her renmarks.

1: 48: 36 PM

M CHAEL HANLEY, COWM SSI ONER, DEPARTMENT OF EDUCATI ON AND
EARLY DEVELOPMENT, clarified that Section 38 was the only
| ocation the Hi gh School G aduation Qualifying Exam ( HSGQE)
was repealed. He expressed intent to highlight itens
differing fromthe governor's original bill.

Co-Chair Stoltze asked Comm ssioner Hanley to nmake coments
on changes nmde in the House Education Commttee and to
address the departnment's aspirations for the |egislation.
Comm ssioner Hanley relayed that some of the changes
brought a different perspective, but did not change the
governor's intent.

Co-Chair Stoltze asked Conmm ssioner Hanley to outline the
governor's goals, objectives, and hopes related to the
various elenments of the bill.

Comm ssioner Hanley shared that ultimately the governor's
goal was to reform education largely by examning the
current system cleaning things up, renoving barriers, and
incorporating an increase in the BSA He addressed the
secondary school course credit where students were allowed
to test out. He detailed that the House Education Conmittee
had aligned the bill with HB 190 [a bill introduced the
prior year]; HB 190 allowed school districts to provide the
opportunity for students to test out; whereas, HB 278
identified specific courses including reading, witing,
mat h, social studies, science, and world |anguages. The
specificity recognized the burden the developnment of
assessnents was on school districts and that sonme courses
were experiential in nature and did not naturally Iend
t hensel ves to an end of course exam (e.g. dram, pottery,
or debate).

Comm ssi oner Hanley discussed that the idea was to renove
the a high stakes exam that a student was required to pass
and to provide a choice of assessnents a student could use
towards their next step out of high school. Currently
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Wr kKeys was required in 11th grade. The idea was to allow
students to have a choice; if the student knew they were
going to college they could choose to take the SAT or ACT
instead of W rkKeys. Under the CS before the conmttee
Wor kKeys was required, but the option to take the SAT or
ACT was not.

Co-Chair Stoltze remarked that there had been significant
input on Comon Core. He asked Conmm ssioner Hanley to
provide the administration's position on the topic and any
Common Core elenents in the |egislation.

1:54: 18 PM

Comm ssi oner Hanley relayed that Conmon Core was a set of
academ ¢ standards adopted by nunmerous districts in the
nation in recognition that many students were not

adequately prepared when leaving high school. Al aska
districts had simlar standards; therefore, its students
woul d be conpetitive. However, the bill contained no Common

Core conponents. Al aska adopted new academ c standards for
students in June 2012; districts had been inplenenting the
new standards for the past 1.5 to 2 years. He stated that
there was no connection between the policies in the bil
and the academ c standards. He addressed a conponent that
increased the boarding stipend for residential schools to
recogni ze the true cost; the conponent also required the
Department of Education and Early Developnent (DEED) to
hol d an annual open application period. There had been an
open application period one year earlier; subsequently
there were sone "great" new schools. He noted that the
conmi ssi oner's approval was not required.

Commi ssioner Hanley explained that the governor's vision
was to renove sone barriers that nmade starting new charter
schools challenging. The Kkey conponent to the charter
school application required an academic policy conmttee
(conprised of parents) to apply with its |local school board
to start a charter school. The school board response had to
be in witing based on fact and conclusions of law. He
stressed that the requirenent brought integrity to the
| ocal process. In cases of denial an academc policy
comittee coul d appeal to t he commi ssi oner . The
conmmi ssioner had the ability to remand the denial back for
further consideration, to confirmthe denial, or to suggest
an approval; ultimately the decision would continue to go
to the state board. One of the House Education Commttee
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anendnents outlined that in order for the state board to
overturn a local school district they would essentially
start a new school district; the fiscal note was
indeterminate given that the nunber of future denials was
unknown. Under the scenario a new charter school would
becone its own school district (simlar to M. Edgecunbe)
with its own superintendent and teachers who would all be
state enployees. There would be a significant fiscal note
for the state to start one of the new schools. He stated
that the idea of using the state board of education as an
addi tional authorizer had sonme unintended consequences that
woul d bring a significant fiscal note to the state.

1:58: 10 PM

Comm ssi oner Hanl ey discussed the tax credits that had been
included; the CS included an anendnent that added a credit
for early education and the governor had added two
additional tax credits. One credit ained to defray costs of
students who are taking dual <credits (i.e. course and
registration fees) and allowed for transportation and
potentially room and board. The <credit wuld apply to
progranms such as the Al aska Native Science and Engi neering
Program or the Rural Alaska Honors Institute that hel ped
students get college and high school <credits during the
sumer. The second credit added by the governor would help
provide funding for the maintenance, oper ati on, or
construction of a dorm facility for one of the approved
residential schools. The funding was currently unavail abl e
through the capital i mpr ovenent projects or maj or
mai Nt enance process.

ANGELA  RODELL, COW SSI ONER, DEPARTMENT OF REVENUE
addressed the tax credits conponent of the |egislation. She
noted that the education tax credit cap of $5 nillion per
tax payer had not changed. Additional uses had been added
related to what would qualify for the education tax credit.
She spoke to the inportance of encouraging private
investnment into the state's education system and to create
opportunities for partnership with the private sector. She
believed the anmendnents expanding the education tax credit
were inportant to increase opportunities for students
across the state of Alaska. Additionally, she believed it
was inportant that the additions did not increase the
overall tax credit claimabove the $5 million cap.

2:01: 13 PM

House Fi nance Conmmittee 10 03/17/14 1:33 P. M



DI ANE  BLUMER, COWM SSI ONER, DEPARTMENT OF LABOR AND
WORKFORCE DEVELOPMENT, spoke to the TVEP program section.
She conmunicated that the program provided funds for
statewide job institutions. She relayed that the governor's
primary focus had been to recognize the inportance of
career and technical education and to provide for a bridge
or partnership with local or distance high schools through
the process. The process included the identification of a
requi renent of an articulated agreenent with the vocati onal
technol ogy progranms, high schools, and wuniversities. A
conmponent was added to nmake reporting requirenents nore
stringent and enforceable by the Departnent of Labor and
Wor kf orce  Devel opment (DLWD). The anendnents required
financial information to be provided to DLWD in order for
the legislature to determne if the performance neasure
outcones were neeting the designated mark. She noted that
t here had been one change made to the fornula funding.

Comm ssioner Hanley pointed to a section regarding bond
rei nbursenents for charter schools. The state rei nbursed at
a 70 percent rate. He explained that restrictions were
| argely square footage related and qualification was based
on the nunber of students in a school district; districts
qualified for construction of a certain square footage. He
detailed that a 60 percent reinbursenent rate did not
i nclude square footage requirenents. The conponent would
allow a 70 percent/30 percent (70/30) reinbursenent of the
bonds w thout the space requirenents; therefore, space and
structures could be increased in school districts wth a
hi gher rei nbursenent rate.

Co-Chair Stoltze asked if the provision was 70 percent or
up to 70 percent. Conm ssioner Hanley replied that the rate
woul d be 70/30 even though only the requirenents of the
60/ 40 rate were net.

Co-Chair Stoltze thought the issue should be | ooked at. He
wanted charter schools to be treated fairly, but not nore
fairly.

2:04: 23 PM

Representative CQuttenberg wondered if the charter school
application process including denials and appeals were set
in statute. He gathered from Conm ssioner Hanl ey’ s
statenment that sonetinmes school districts did not provide
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timely responses to applications. Comm ssi oner  Hanl ey
answered that there was no appeal process at present.
Currently the process cane to a stop if an application was
denied for any reason. The idea of the proposed provision
would be to provide a second set of eyes to review
appl i cations.

Representative Guttenberg asked if the reason for denial
was currently delineated in statute. He asked about reasons
for reconsideration of a denial. Conm ssioner Hanley
replied that currently a denial could be nade for any
reason based on fact and concl usions of | aw.

Co-Chair Austerman asked about Section 13 related to the
70/ 30 provision. He wondered why a sunset had been added

Conmi ssioner Hanley did not believe there was a new sunset
related to the 70/ 30 provision.

Co-Chair Austernman pointed to a letter from DEED to the
House Finance Conmmttee related to a summary of bil
changes dated March 14, 2014 (copy on file). He pointed to
the July 1, 2014 through Decenber 31, 2017 dates included
in the letter. Conmssioner Hanley answered that the
program woul d be three years because the provision allow ng
a school to qualify for the 70/30 reinbursenent when they
only nmet the 60/40 requirenents was new. He noted that a
sunset had not previously been in place. He could not speak
to the reason the sunset had been proposed.

2:08: 00 PM

Representati ve Thonpson spoke to the 70/30 reinbursenent
provi sion. He wondered why the size and building standards
woul d be different fromthose currently in place for public
school buil di ngs.

Co-Chair Stoltze noted that the provision had not been
inserted by DEED. He asked Representative Gattis to respond
to the question.

Representati ve Thonpson reiterated hi s guesti on.
Representative Gattis answered that she did not recall a
di scussion about the sane size standard for neighborhood
and charter schools. The bigger conversation had been about
charter schools being responsible for the leasing of their
own property, paying for property tax, and to use the sane
fundi ng as nei ghborhood schools that did not have the sanme

House Fi nance Committee 12 03/17/14 1:33 P. M



responsibility. She referred to charter schools in her
district that were |easing space and were not able to
purchase or participate in a bonding program She explained
that they did not have the opportunity if the school
district did not put them forward. The provision would
enable charter schools to ask for bonding from the
muni ci pality.

Representative Thonpson wondered about building standards
currently in place for public schools. He nentioned R
values of walls and ceilings. He could not find any of the
detail under the charter school provisions.

2:10: 30 PM

Representative Gattis responded that the specific issue had
not cone up in the House Education Commttee deliberations.
She believed it had been assunmed that the sane school
intent should apply to <charter schools as well. She
communi cated that the conmttee had spent significant tine
talking about parity and equity; that charter schools
shoul d be provi ded with t he sane opportunities.
Representative Kito had offered the anendnent related to
the inequity. She reiterated that nost of the comittee
assuned it was covered in what was already done in
nei ghbor hood school s.

Co-Chair Stoltze remarked that the issue may be subject to
refinement. He surmsed that if the goal was parity that
the provision may mnmake charter schools nore equal. He
believed the intent was to have the schools on the sane
| evel playing field. He noted that the comrittee could work
on the provision related to Representative Thonpson's
gquesti ons.

Representative Thonpson asked why the SAT, ACT, and career
readi ness assessnment exans had been renoved from the
| egi sl ati on. Comm ssioner Hanley replied that the itenms had
been renoved by the House Education Commttee.

Representative Gattis answered that the anendnent sponsor
in the House Education Committee thought it was appropriate
to renove the college and career readi ness verbi age because
t he | anguage was used in Common Core standards. The ACT and
SAT had been renoved, but because WrkKeys fell wunder a
different bill it had not been renoved. She believed the
intent had been to renove all three, but it had not been
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done. She believed the issue was nore about the college and
career readiness verbiage and had less to do with the ACT
and SAT (except for the fact that the tests were aligned
with the Common Core).

2:13: 32 PM

Representative Edgnon asked whether residential school
stipends were the sane as boarding school stipends. He
wondered whether stipends included in the bill recognized
1st through 8th grades. Conm ssioner Hanley answered that
the terns residential and boarding were used synonynously.
He detailed that residential schools were for high schoo
students only.

Representative WI|son asked what data had been used to
determ ne how to approach the goal of increasing graduation
rates and other. She wondered why the solutions in the CS
been chosen versus others. She questioned how to determ ne
whet her the solutions would work. She opined that the bil
represented a significant anount of noney.

Comm ssioner Hanley replied that he did not believe there
was a focus on new prograns, but on current activities and
artificial barriers that were in place. The goal was to
remove sonme of the barriers and to increase equity for
charter schools. The provision would provide an annual
period where charter schools could apply to be residential
schools. The conponents wth positive fiscal notes were
primarily related to the BSA and the increase in boarding
stipends for residential schools. The HSGQE had a negative
fiscal note and other itens did not have a fiscal inpact.
The idea was to provide inprovenents to current practices.
The bill included additional tax credits to incentivize
private/ public partnershi ps.

Representative WIson wondered how the departnent had
identified specific prograns and what data it had used to
determ ne that the prograns were working. Additionally, she
wondered how the departnent had deternmined expected
outcomes that would occur based on the reduction of
barriers.

2:17: 16 PM

Comm ssi oner Hanley replied that the  bill was not
conprehensive to everything that the departnent could do;
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however, it did address some itens that could be done
relatively easily due to built-in barriers. Bill conponents
provi ded students wth increased opportunity by providing
them with the ability to test out of classes and to choose
the SAT or ACT. He elaborated that there was not data
conparing a student taking the SAT or ACT versus WrkKeys,
but he believed there was recognition that not all students
need WrkKeys. Sone students had a vision for college;
therefore, the tools they would use would be the SAT or
ACT. Cear data around renoving barriers may not be
avai |l abl e, but he believed the proposals made sense.

Representative WIson spoke to her concern. She wondered if
charter and boarding schools took students away, but |eft
traditional public schools with the sanme costs. She thought
the schools would need nore noney per student due to the
fewer nunber. She spoke about her district and that charter
schools provided opportunity for a few, but that the
district continued to have the same nunber of schools and
bus routes wth fewer students. She was not against
providing the opportunity, but she was trying to determ ne
how t he cost would work as nore opportunities were created.
She wondered how to know whether a boarding school was
successful. She opined that testing out of a class should
require the sane test across school districts. She stated
that the bill included significant costs to districts. She
clarified that whether or not the state adopted the Conmon
Core standards the standards would enter the state's
schools in curriculum because curriculum would be witten
for the majority of states that did adopt the standards.
She stressed that the state did not need to adopt Conmon
Core to utilize it.

2:20: 50 PM

Conmi ssioner Hanley replied that districts were able to
address their need to expand as a part of their own
districts. He stated that he had taken the SAT and ACT when
he was in high school, but the Common Core had only been
around for a few years. He found it strange to equate the
exams with Conmmon Core. The addition of the exans in the
bill was recognition that colleges used them for entrance.
He believed additional charter schools and opportunities
for residential schools increased opportunity in response
to | ocal -1evel needs.
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Co-Chair Stoltze believed there had been concern related to
Common Core because the adm nistration had conme out against
the standards, but then appeared to include sonme in the
| egislation. He opined that the admnistration had had
chal | enges presenting its vision on the topic.

Representative Gara asked if any of the provisions in the
bill took funding away from the BSA received by school
districts for non-charter schools. Comm ssioner Hanley
replied in the negative.

Representative Gara asked if DEED had studi ed what BSA was
needed by school districts in order to avoid a fourth year
of cuts.

Conmi ssioner Hanley replied that he had provided the
information to Representative Gara's office. He stated that
no two districts had the sane nunber. He hypothesized that
one district nmay need an increase of $110 while another
district may need an increase of $150. He explained that an
average would be erroneous. He comrunicated that there was
no good nunber. He elaborated that if he had provided
Representative Gara with a nunber in the past that it would
be wong at present because districts had changed their
nunbers. He communicated that in his ongoing conversations
with districts, nunbers tended to be between $100 and $200;
a few districts had comunicated the need for an increase
above $200. He had not had any districts speak to him about
a 9$400 increase. He reiterated that the nunbers had
continued to change in ongoing conversations; therefore, it
was inpossible to provide a nunber reflective of al
districts statew de.

Representative Gara wondered what various school districts
needed. He noted that the Juneau School District needed an
i ncrease of over $400. He added that there were a nunber of
other schools in the sanme situation. He pointed to a
provision that would allow a charter school application to
be appealed to the DEED comm ssioner in the event of a
denial. He asked about the standards that would be used by
the comm ssioner in order to make a deci sion on the appeal.

2:25:01 PM

Co-Chair Stoltze asked about the current standards.
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Representative Gara asked about the standards that would be
used by the comm ssioner in order to make a decision on the
appeal . He wondered if there were current standards for the
deni al or acceptance of a charter school application.

Comm ssioner Hanley replied that there was currently no
appeal process; therefore there were no standards listed in
statute or regulation. The standards were listed in the
| egi sl ation. The conclusions of law and statenment of fact
comng from the local school district would be the sane
criteria that would appear before the conm ssioner. There
was no additional |anguage on what the conmm ssioner would
do to address the appeal.

Representative Gara believed the renoval of the HSGXE had
support by much of the legislature. He opined that it was
time for the test to go. He did not want to discrimnate
agai nst students in the past who had conpl eted course work,
but had not passed the exam He wondered if the bill would
grant a high school diploma to students who had received a
certificate of conpletion in the past.

Comm ssioner Hanley replied that under the current bil
version students graduating up to 2014 were required to
have passed the exam The governor had included three years

of transitional l|anguage in the bill to allow adults who
had left with a certificate of achievenent to pass the
HSGQE to receive their diploma. The bill had been anended

fromthree years (to natch HB 220) to one year.

Co-Chair Stoltze remarked that it was the conmttee's
intent to report out HB 220 prior to reporting out HB 278.

Representative Gara believed prior students should be
treated the sane as future students.

Representative Gattis clarified that there had been nuch
di scussion related to the appeal process for charter school
applications. She explained that the DEED conm ssioner
woul d have criteria that the charter schools would wite
to; it would not be an arbitrary process.

2:28:56 PM

Representative Gara pointed to Sections 6 and 7 of the
legislation related to the appeal process. He did not see
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standards or the authority for the conm ssioner to cone up
wi t h st andards.

Co-Chair Stoltze noted that the commttee would work on the
section if it needed refining.

Comm ssioner Hanley noted that there was no objection from
the governor's office or the admnistration to clarifying
what the authority for the DEED conm ssioner |ooked |ike
He added that it was necessary to | ook beyond his tenure as
commi ssioner. The authority could be outlined in regulation
or statute.

Representative Costello asked about the transportation
elenent of the bill in relation to lottery schools. She
listed various prograns including the Russian, Spanish,
Japanese imersion prograns, and the Denali Mntessori. She
explained that the lottery schools were housed in
nei ghbor hood schools. Currently the BSA and transportation
funding was going to the school, but there were parents of
students driving across town.

Comm ssioner Hanley replied that current statute said that
charter schools shall have a budget that reflects no |ess
than the amount generated by those students in the sane
manner as other schools in the school district. The idea
was equity; that students attending charter schools should
have sone access to transportation. The |anguage i ncl uded
by the governor specified that transportation funding was
generated by student for the special education and
vocational technical education conponents as well. He noted
that the fornmula was different. The addition did not nean
that transportation would be provided to individual hones
around a district, but it could nmean that there were
designated drop off/pick up spots. He believed there should
be a conversation about transportation. He appreciated that
the House Education Committee had clarified that there
should be a conversation about providing transportation at
least to a mninmal extent.

2:31:52 PM

Representative Gattis elaborated that charter schools had
experienced difficulty speaking to their school districts
about the transportation of students. The bill |anguage
woul d force the school district to have the conversation.
She asked about the definition of a lottery school.
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Representative Costello replied that that parents lotteried
into the public school that housed an additional program
(e.g. Russian, Spanish, Japanese inmersion progranms, and
the Denali Montessori); there was a blend of a nei ghborhood
school that had busing for neighborhood students and
famlies outside of the district that had to drive. She
noted that the challenge was no different from that facing
charter schools related to transportation. She asked for
verification that l|ottery schools had not been discussed
during the House Education Conmttee neetings on the
| egi sl ation.

2:33:41 PM
Representative Gattis replied that the term "lottery
school" had never been discussed. She noted that the

schools were referred to as "m ssion schools" in the Mt-Su
district. She verified that the sanme concern existed. The
commttee had not discussed the issue. She believed that if
lottery, mssion, or boundary exenpt schools had been
di scussed that they would have fallen in the sane category
as charter schools in relation to transportation; students
shoul d have the opportunity to ride on a school bus if they
were on the bus route and room was avail abl e.

Representative Costello asked if there had been any
di scussion about exenpting charter schools from paying
property taxes if they were leasing their facility.
Conmi ssioner Hanley replied in the negative. He el aborated
that | ocal property tax was a | ocal deci sion.

Co- Chair Austerman asked about Section 13 related to the
70/ 30 provision. He wondered about the House Education
Committee's decision to include a sunset date of Decenber
31, 2017. He thought that wunder the provision charter
schools would return to the 60/40 like all other school s.

Representative Gattis replied that the dates had not been
di scussed in her conmittee. She expounded that the
di scussion had focused on the 70/30 split for a charter
school s. She thought the dates may have cone from DEED

2:36: 21 PM

Co- Chair Austerman noted that charter schools currently had
a 60/40 split. He wondered if the schools could qualify for
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the 70/30 split. Commssioner Hanley replied that any
school district school could qualify for either based on
the square footage requirenments of the district; typically
a school district was  at the maximum with their
nei ghbor hood schools. A charter school could qualify if a
district chose to put the issue before its voters.

Co-Chair Austerman surmsed that the provision allowed
charter schools to receive the 70/30 reinbursenent on
construction for three years regardless of the existing
60/ 40 and 70/30 requirenments. Conmm ssioner Hanley believed
that had been the intent; charter schools would have a
| esser requirement to receive the higher reinbursenent
rate.

Co- Chair Austerman wondered whether a sunset applied to any
of the tax credits. Representative Gattis responded that
t he House Education Conmttee had limted discussion about
the tax credits and their effect given the bill's finance
referral. The committee had given thought to what tax
credits could and could not do, but there had not been
di scussion on finances or sunsets.

2:38:19 PM

Vice-Chair Neuman spoke to Section 18 of the bill. He
pointed to the summary of changes that included the renoval
of sideboards related to space requirenents for the current
debt reinbursement program He discussed Susitna High
School related to average daily nenbership and the
different costs and size requirenents for courses. He
wondered if the bill renmoved all building size requirenents
based on school population. He wondered if schools would
have the ability to build a school of any size.

Comm ssioner Hanley replied in the affirmative. Currently
if a district wanted to add a facility they qualified for
the 60/40 reinbursenent wthout space requirenments. The
bill would allow charter schools to do the sanme, but wth
the 70 percent rei nbursenent.

Vice-Chair Neunman referred to page 2 of the bill. He
di scussed the application for dual credits for TVEP and
other simlar prograns. He recalled a requirenent to
mai ntain a certain grade point average (GPA) to receive the
credits. He wondered if there were any existing sideboards
on the anmount of funds available for students. He wondered
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about any GPA requirenments. He referred to secondary schoo
credits and asked if there were ways to define required
standards for students.

Conmi ssioner Hanley replied in the negative. The provision
related to testing out of a course currently offered by a
school. For exanple, he discussed whether a Spanish
speaki ng student could test out of and receive credit for a
Spanish 1 course. The local district already determ ned
what it took to receive a credit either through a test or a
cour se.

Vice-Chair Neuman pointed to pages 18 through 20. He
di scussed the funding of scholarships awarded by a non-
profit organization to a dual credit student. He wondered
if the provision allowed students to receive dual credits.
He thought the provision tied into TVEP funds.

Comm ssi oner Hanl ey responded that the conponent related to
tax credits and was not directly connected to TVEP. The
provi sion recognized that dual credit students often had
costs at the university level (e.g. registration, course
and lab fees, transportation, and other) and that a tax
credit could be offered to corporation helping to defray
the costs. The TVEP conponents in the bill stated that an
entity receiving TVEP noney needed to offer dual credit and
needed to have an articul ation agreenent with the student's
hi gh school in order to ensure the credit would be earned
in both locations. The provision did not address GPA

2:44: 26 PM

Vi ce-Chair Neuman | ooked Section 26 pertaining to funding
awarded for a schol arship awarded by a non-profit to a dua
credit student. He referred to the summary of changes t hat
allowed a non-profit to fund a scholarship for a dua
credit student. He wondered whether a student received a
tax credit.

Comm ssioner Hanley replied in the negative. He provided an
exanple of tax paying corporation providing funds to a
university to provide scholarships to students earning dual
credits. The conmpany would receive a tax credit for
providing the funds and the student would have an
opportunity to receive a scholarship or defray sone of the
cost s.
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Representative Minoz noted that the education tax credit
appeared to apply to a single student. She wondered if it
rose to the level of the tax credit that was 50 percent of
a $100, 000 donation. She wondered if the intent was to fund
t he schol arshi p program versus an individual student.

Comm ssioner Hanley replied that the intent was to provide
scholarships or to defray dual <credit costs for any
students; however, soneone providing a scholarship fund
could establish paraneters designating that the noney
shoul d support students in a specific field or go to a
particul ar institution.

2:47: 04 PM

Comm ssi oner Rodell el aborated that the intent was to all ow
the scholarship program to be operated by the receiver of
t he donation. She detailed that the tax credit was attached
to the tax payer who woul d determ ne which causes the noney
would go to. She clarified that the credit was not intended
to attach to a specific student.

Representative Minoz asked about the ultinmate hiring
flexibility provided to charter schools. She spoke to
schools with alternative education progranms (e.g. |anguage
i mrersion or native |anguage instruction) where the |abor
pool may be specialized and hire may be difficult. She
wondered if the legislation offered flexibility that would
all ow charter schools to hire outside the traditional |abor
force.

Comm ssi oner Hanl ey replied in t he negati ve. The
conversation was primarily one that occurred between the
local union, school district, and charter school to

determ ne how a charter school would be staffed.

Representative Mnoz wondered if the administration had
| ooked at having an organization other than the school
district authorize a charter school (e.g. an educational

nonprofit, uni versity, or other). Comm ssi oner  Hanl ey
replied in the affirmative. He detailed that several states
allowed nmultiple authorizers. He relayed there was

sonetimes a charter school board that authorized and
operated what was essentially a separate school district

not defined by geographic boundaries, but defined by the
school's mssion and authorizer. The topic had been
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di scussed related to providing greater opportunities for
charters, but it not included in the bill.

Representative Munoz thought the commttee may want to | ook
at the itens.

2:49:49 PM

Representative Gattis shared that she had a bill on
mul tiple authorizers, but she was not sure her conmttee
was ready for that. She detailed that the conmttee had
gotten hung up on another school district and could not get
past the issue. She elaborated that Native organizations
had expressed their desire to be a nultiple authorizer.
There were charter schools that wanted to participate. She
believed there were sone great prograns that the state
could grow into. She opined that it had been difficult for
her conmittee to get around the issue especially in the
omi bus bill. She expressed intent to continue working on
t he issue.

Co-Chair Stoltze asked what DEED thought about credenti al
based licensing for teachers. He stated that there was a
difficulty keeping teachers in rural Al aska. He provided an
exanple of a person working in rural Al aska for Departnent
of Fish and Gane with a naster's degree in the science
field. He wondered about setting up a truncated process
that would allow the individual to get a teaching |icense

He wondered if it was a possibility to solve sone of the
chronic shortages in villages.

Comm ssi oner Hanley replied that the AKT2 [Al aska
Transition to Teaching] program had provided an alternate
route to becomng a teacher; people with a degree in
anot her subject area could begin working in a school while
getting their credentials and learning the art of teaching.
The state had discontinued the program due to its expense.
He believed it was a great conversation to have.

2:52:32 PM

Co-Chair Stoltze pointed to the conparative expense of
bringing up a teacher from California who had never |ived
in rural Alaska. He referred to the benefit of having an
ent husi astic teacher who was famliar wth the region in
conpari son to a per son W th traditional t eachi ng
experience. He was surprised at the opposition he had faced
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on the issue by the educational comunity. He thought it
woul d be beneficial to include the option in the bill to
provi de another tool in the tool box.

Comm ssioner Hanley did not dispute the significant cost of
teacher turnover and the alienation students felt wth high
turnover rates. There was a fiscal conponent to the state;
the fiscal conponent to the districts was the difference.
The fornmer program had been successful, but it was dropped
due to cost.

Representative WIson asked for the cost the state was
paying to transport students who were not actually
transported. She understood that currently the state paid
transportation funding for <charter schools, but the
students did not receive transportation. She stated that
transportation to the Catholic school was paid for in
Fai rbanks. She believed that some boroughs and cities took
an admnistrative fee from the education fornula. She had
t hought the noney all went directly to school districts.
She opined that formula funding should go to students and
not boroughs.

Co-Chair Stoltze asked if she wanted to include lottery
school s as wel | .

Representative WIson stated that a lottery was used in
Fairbanks to determ ne charter school attendees. She was
interested in transportation costs the state was paying for
any students who were not being transported.

2:56: 37 PM

Co-Chair Stoltze assuned the superintendents knew the
nunber of boundary exenpt students in their districts.

Comm ssioner Hanley replied in the affirmative. The
superintendents would know the nunmber of students in
alternative and charter school prograns that districts did
or did not offer transportation to. The conmponent spoke to
charter schools, which enconpassed any alternative program
(e.g. optional, charter, or other). A lottery process was
typically used when there were nore applicants than the
school had room for. Additionally, there was a lottery
process for neighborhood schools when students wanted to
come in from outside the district. He explained that the
lottery process referred to the way the schools were
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filled. He shared that Representative Ledoux's staff had
called all school districts wth charter schools (he
believed there were five districts) to determ ne which
districts provided transportation. Anchorage was the only
district out of the five that di d not provi de
transportation. He believed Anchorage did not provide
transportation to alternative schools either. He did not
know if the state should get involved in the issue or if
| ocal parents should ask why their students were not
provided with transportation.

Co-Chair Stoltze believed the larger question was whether
school districts were receiving the allotnent for
transportation.

Representative WIson wondered why the state would pay for
the transportation of a student t hat It was  not
transporting. She thought it was nonsensical and wong. She
t hought there may be other places the state was paying
transportation funds for students who were not transport ed.
Addi tionally, she wondered whether boroughs and cities were
taking forrmula funding away from schools at different
rates. She did not know if the activity was occurring, but
believed that it could be a reason sone districts were
short of funding. She discussed mandatory |ocal taxes and
i n-ki nd donations versus financial donations.

3:00: 51 PM

Co-Chair Stoltze noted that it was informational to know
about the disbursenent of funds. He stated that it cost a
school district the same anmobunt to transport 32 students
versus 40 students. He did not want school districts to
think they would be penalized and reiterated the inportance
of understandi ng the various pieces of funding.

Representative Gara wondered about the purpose of requiring
a high school student to take the SAT or ACT if a score
requi renment was not inposed. He pointed to studies
indicating that the SAT had little bearing on what a
student did in college. He wondered about Commr ssioner
Hanley's view of a bill that would not require the tests.

Comm ssioner Hanley replied the goal was to nove away from
requiring a student to pass a test towards a requirenent of
participation. The idea was to provide data and information
for the student, the school, and the parents related to a
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student's next steps. Currently WrkKeys was required; the
addition of the SAT and ACT would give students an
addi tional choice. The tools were also used to qualify for
the Al aska Performance Scholarship. Currently if a student
wanted to qualify for the performance scholarship on the
college route they would be required to pass and pay for
either the SAT or ACT. The bill would provide students with
a choice and the state would pay for one adm nistration of
t he exam

Representative Gara explained that there was already
incentive for students who needed one of the tests to go on
to college. He wondered how requiring a non-college bound
student to take one of the tests would be of any advantage.
He thought students who did not need the test would not
take it seriously.

Comm ssioner Hanley replied that wthout the option
students would continue to be required to take WrkKeys in
11th grade. The addition of the ACT and SAT would allow
students to choose between the three options.

Representative Gara asked for verification that adding
transportation funding for charter school students did not
take away funding for other students. Conm ssioner Hanley
replied in the affirnmative. He believed current statute
outlined that a charter school's budget should not be |ess
than the funds generated by its students; however, the
| anguage was broad enough that it was open to
interpretation and was not always included. He noted that
there were no additional funds going out. He referred to
testinmony from several school districts that they would not
be inpacted because they were already transporting their
st udent s.

Representative Gara asked for verification that the
provision would not dilute funds going to other students

Comm ssioner Hanley answered that if a district was not
currently transporting students to its charter schools it
may need to begin transporting the students and may need to
| ocate the funds to do so. He elaborated that if that was
the case a disparity existed between the charter and
nei ghbor hood schools; funds my need to be shifted to
provi de equity.

3:06:15 PM
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Co- Chai r Stoltze i nf or med t he conmittee t hat t he
| egislature was currently appropriating noney for the
charter school students on a pro rata basis through the
formul a. Comm ssi oner Hanl ey agreed.

Vice-Chair Neuman recalled that overcrowding on school
buses had been an issue in the past. He believed buses had
been allowed to go over capacity by approximtely 20
percent. He wondered if the regulations were still in
pl ace.

Comm ssioner Hanley replied that safety requirenments were
still expected to be met. He could not speak to the
specific requirenents as decisions were made locally. The
department expected districts to have student safety in
m nd; students should have a seat and should not need to
st and.

Vi ce-Chair Neuman asked for an explanation of the WrkKeys
requi renent. He wondered how it differed from Common Core
or Al aska standards.

Comm ssioner Hanley replied that WrkKeys was not connected
to Common Core or the Alaska standards. WrkKeys had three
conponents that gave students information about their
aptitude for a particular career; whereas the SAT and ACT
were geared nore towards colleges and universities. The
three conponents included |ocation of information, math
application, and understanding information. Students were
provided with a score sheet and certificate.

3:08: 55 PM

Representative QGuttenberg wondered if there was a system
used to evaluate the transportation efficiencies between
school districts. He wondered whether there was a pupil
mle or nunber of students on a bus per mle. He was under
the inpression that school districts did not all treat
transportation in the sane way.

Comm ssioner Hanley replied that in the past DEED had
rei moursed schools for transportation based on routes. He
detailed that the exercise had been cunbersone and did not
incentivize efficiencies on the routes. The process had
been changed many years back and schools began to be funded
based on actual contract costs and a per pupil basis. The
cost of transportation in contracts was divided by the

House Fi nance Committee 27 03/17/14 1:33 P. M



nunber of students. He added that there had been increases
since then to pupil transportation. He sumarized that
currently transportation was funded on a per student basis,
but it had previously based on actual contracts and costs.

Co-Chair Stoltze noted that he and Representative Gattis
represented districts wth higher costs. He thanked
Representative Gattis for her tinme and candor. He infornmed
the commttee that it would spend nultiple days on the
topic. He asked nenbers to comrunicate through his office
and with the departnments. He believed the comm ttee needed
to do its due diligence on the subject.

HB 278 was HEARD and HELD in commttee for further
consi derati on.

#hb150
HOUSE BI LL NO. 150

"An Act extending the unenploynent contributions for
t he Al aska techni cal and vocat i onal educat i on
program "

HB 150 was SCHEDULED but not HEARD

#hb179
HOUSE BI LL NO. 179

“"An Act providing for public school funding for
t el econmuni cati ons or Internet services."

HB 179 was SCHEDULED but not HEARD

#hb220
HOUSE BI LL NO. 220

"An Act repealing the secondary student conpetency
exam nation and related requirenents; and providing
for an effective date."

HB 220 was SCHEDULED but not HEARD

#hb291
HOUSE BILL NO 291

"An Act increasing the stipend for boarding school
students; and providing for an effective date."”
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HB 291 was SCHEDULED but not HEARD

Co-Chair Stoltze discussed the schedule for the follow ng
day.

#
ADJ OURNVENT

3:14: 24 PM

The neeting was adjourned at 3:14 p. m
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