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COW TTEE SUBSTI TUTE FOR SENATE CS FOR CS FOR HOUSE BILL NO
278(FIN) AM S

"An Act relating to the exenption fromjury service for certain
teachers; relating to the powers of the Departnent of Education
and Early Developnent; relating to high school course credit
earned through assessnment; relating to school per f or mance
reports; relating to assessnents and accountability standards;
providing for funding for Internet services; relating to the
secondary school conpet ency exam nati on and rel ated
requi renents; relating to charter school s and st udent
transportation; establishing a grant program to be adm nistered
by the Association of Alaska School Boards for the purchase of
student equi prent and technol ogy services; establishing a public
school grant program for innovative approaches to |earning;
relating to correspondence study prograns, funding, and student
al | ot nent s; relating to residential school appl i cati ons;
i ncreasing the stipend for boarding school students; relating to
school construction bond debt reinbursenent; relating to the
| ocal contribution to public school funding; relating to funding
of and reporting by Al aska technical and vocational education
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programs; relating to earning high school credit for conpletion
of vocat i onal education courses offered by institutions
receiving technical and vocational education program funding;
relating to schools operated by a federal agency; relating to
education tax credits; establishing an optional nunicipal tax
exenption for privately owned real property rented or |eased for
use as a charter school; requiring the Legislative Budget and
Audit Commttee to provide for studies on the school size factor
and the school district cost factor for public education funding
and for a study on school staff salary and benefits; requiring
the Departnment of Education and Early Developnent to report to
the legislature on school design and construction; establishing
a pilot project for public mddle schools; and providing for an
effective date."
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ACTI ON NARRATI VE

7:14: 41 PM

CHAI R HAWKER reconvened the Free Conference Committee on HB 278
at 7:14 p.m Representatives Kito Ill, Gattis, and Hawker and
Senat ors Dunl eavy, Hoffnman, and Meyer were present at the call
to order. Senators Wel echowski, French, and Fairclough were

al so in attendance.

HB 278- EDUCATI ON
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7:14:59 PM

CHAI R HAWKER announced that the only order of business would be
HOUSE BILL NO 278, "An Act increasing the base student
allocation used in the fornmula for state funding of public
educat i on; repeal i ng t he secondary st udent conpet ency
exam nation and related requirenents; relating to high school
course credit earned through assessnent; relating to a college
and career readi ness assessnent for secondary students; relating
to charter school application appeals and program budgets;
relating to residential school applications; increasing the
stipend for boarding school students; extending unenploynment
contributions for the Al aska technical and vocational education
program relating to earning high school credit for conpletion
of  vocational education courses offered by institutions
receiving technical and vocational education program funding;
relating to education tax credits; naking conform ng anendnents;
and providing for an effective date.”

[Before the commttee was CSHB 278(FINNam and SCS CSHB
278( FI N) anS. ]

CHAIR HAWKER stated the purpose of this neeting will be to
di scuss the open or unresolved itens in the House and Senate
versions of HB 278. He reported that significant discussion has
occurred between and anmong the caucuses and the comm ttee. He
related that a final solution will wultinmately cone before the
conmittee in the form of a free conference conmittee substitute
(FCCS) for HB 278 once the resolution on the remaining open
items has been reached.

7:16: 39 PM

CHAI R HAWKER sunmari zed the accord the Free Conference Conmittee
has reached thus far, including that the state will appropriate
$100 mllion per year in funding for the education budget for
each of the next three years. This funding will be split
evenly, with $150 mllion provided within the BSA [base student
allocation] and $150 mllion provided funding outside the BSA

[outside the foundation formula]. In addition, sone direct
grants will be funded as well as specific targeted prograns.
The aforenmentioned $300 mllion solution wll provide a BSA

equi val ent increase of $348 in FY 15, $356 in FY 16 and $356 in
FY 17. In addition to this funding increase to the BSA, program
funding will increase by approximately $13 million in FY 15, $11
mllion in FY 16, and $11 million in FY 17. The reason for the
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slight drop off in program funding is due to the nunber of
studies and further research into education in the first year
and other one-tine spending that will not continue beyond the
first year, he said.

CHAIR HAWKER directed attention to the conmttee handout
entitled "HB 278 Conparison, dated 4/23/14, 7:11 PM" and
offered to identify whether the House or Senate |anguage was
adopted by the Free Conference Conmittee for insertion into the
proposed FCCS for HB 278.

7:18: 57 PM

CHAI R HAWKER directed attention to [Section 2] to the testing-
out option. The House |anguage allowed secondary students
[grades 7-12] to test-out for all topics but the Senate's

version limted the testing-out option to high school students
and credit mastery of core topics. After extensive discussions
with the caucuses, the departnent, and school districts, the
Free Conference Committee w Il adopt the House |anguage, but
will limt it to core topics only.

CHAIR HAWKER said the language in Senate Section 3, wll be
adopted, which replaces the exit [HSGQE] exam and will allow
students the ability to take either the SAT, ACT, or WrkKeys
prior to high school graduation. Currently, by regulation, the
Wor kKeys has been the default exam however, this change wll
all ow students an option to also select either the SAT or ACT

exam which is consistent with the governor's proposal. He
pointed out a nunber of technical sections were adopted along
with this provision, including Senate Section 54, which wll

all ow students who has previously been denied a diploma for
failure to conplete the HSGQE to apply for and retroactively be
issued a diploma so long as they otherwi se neet the graduation
requirenents.

CHAI R HAWKER rel ated that the Free Conference Conmittee accepted
$5 mllion of the funding in [Senate Section 7A] to bring
Internet speeds for eligible schools up to 10 negabits. Thi s
funding will be needed to access a federal subsidy program for
that activity. The Free Conference Conmttee did not accept the
[ Senate Section 7B] one-to-one personalized |earning opportunity
grant program or [Senate Section 7C|] the innovative approaches
to learning at this tine. Certainly the legislature could
entertain these grants in the future, but the prograns needed
addi ti onal work.
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7:21:58 PM

CHAIR WMEYER remarked that the House's education plan was
originally funded at $75 to $76 mllion per year wth the
Senate's version set at $125 mllion per year since it also
i ncluded reform neasures. The Senate worked to reduce the
amount to $100 nmillion. Senate Sections 7A, 7B, and 7C were
three itenms that were also considered. Initially, increased
funding for Internet services was proposed at $7.3 mllion, but
was ultimately reduced to $5 mllion. However, the one-to-one
personalized |earning opportunity grant program could dovetail
with the capital budget and the governor's digital |earning
initiative, he said. He concurred that the innovative approach
to learning grant program needed nore time to better define the
program

7:23: 21 PM

CHAI R HAWKER directed attention to Section 13 [House and Senate
version] and indicated that the $500 one-time per student
charter school grant program was adopted. Al so accepted was
Senate Section 14, the allotnent rollover |anguage, which allows
students in correspondence study prograns to rollover funds
wi thout the funds lapsing, recognizing that any unspent funds
will lapse back to their respective districts when students
| eave the program He indicated that with respect to the school
debt rei nbursenent in Section 20, the 70/30 program was retained
but the 60/40 program previously altered to a 40/60 program
was ultimately adopted as a 50/50 program in recognition of the
state's need to consider the anount of educational funding
support to communities for school construction and nmaintenance.
He characterized this neasure as a little "belt tightening," and
a conprom se fromthe original bill

CHAI R HAWKER directed attention to Senate Section 23, noting the
adoption of the increase to the residential school stipend to
$2.25 mllion, bringing the stipend for residential schools to
the level recomended by the admi nistration. This was partially
funded in the past but is now fully funded, he said.

7.25:20 PM
CHAIR HAWKER turned to Senate Section 24 and enphasized that
substantial dialogue occurred with respect to increasing the

required local contribution by altering the local mll tax |evy,
but ultimately it was not accepted in this bill.
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7:25:53 PM

CHAI R HAWKER noted Senate Section 26 was accepted, which wll
increase state funding for the correspondence study factor from
80 percent to 90 percent of the BSA Further, the Free
Conference Conmittee al so accepted Senate Section 27, to provide
addi tional funding for charter school grants for the first three
years to support the initiation of charter schools.

CHAIR HAWKER directed attention to House Sections 20, 21, and
22, with respect to the BSA The Free Conference Committee
adopted an increase of $150 to the BSA the first year, an
addi tional $50 increase in the second year, and an additiona
$50 increase in the third year. Thus, the overall effect wll
be to increase the BSA by $150 in FY 15, $200 in FY 16, and $250
in FY 17, he said.

CHAIR HAWKER related that the Free Conference Comrittee has
expressed an interest in a conprehensive study of Alaska's
education system He directed attention to House Section 47 and
Senate Section 55, relating the Free Conference Conmittee
accepted the House version for a salary and benefits proposa

st udy. Under the proposal, the Departnment of Administration
will perform a thorough statew de exam of school salary and
benefits as well as tenure issues and cone back to the

| egislature with statew de recomendations for best practices on
all these issues, he said.

7:27:20 PM

CHAIR HAWKER directed attention to House Section 48, to grants
outside the BSA. As previously recapped, this nechanism wl|
provide $100 mllion of funding each year, split evenly over the
course of three years between funding inside the BSA and funding

outside the BSA [fornul a]. He related the total grant anounts
of $42,953,000 in FY 15; $32,243,000 in FY 16, and $19, 904, 000
in FY 17. He explained that the decrease in grant funding

reflects the proposed increase to the BSA for the sane
timeframe, with the BSA increasing to $37.5 nmillion in FY 15,
$50 million in FY 16, and $62.5 mllion in FY 17.

7:28. 24 PM

REPRESENTATIVE KITO IIl asked for further clarification on the
BSA for FY 15.
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CHAIR HAWKER answered that the $37.5 mllion total funding
represents a $150 increase in the BSA

7:28:43 PM

CHAIR HAWKER directed attention to Sections 50-51, to the two
studies recommended by the Senate - the District Cost Factor
Study and the School Size Factor Study. These studies were
rolled into a nore conprehensive approach to evaluate al
aspects of education funding and spending, including to further
review the Departnment of Admnistration's salary and benefits
and tenure proposals. He related that these studies will begin
imrediately this sumrer via professional services contracts
issued by the Legislative Budget & Audit Committee (LB&A). He
anticipated that the 29th Legislature wll eval uate the
proposal s and make recommendations for all aspects of education
and spending in the next |egislature.

7:29:27 PM

CHAI R HAWKER reported that the School Design and Construction
Study in Senate Section 52 was adopted and will consider energy
efficient and cost effective designs for engineering and
construction school facilities statew de. He reported that
Senate Section 53 was accepted, which wll extend the ANSEP

[ Alaska Native Science and Engi neering Program high school STEM
[ Sci ence, Technol ogy, Engineering and Math] program for a pilot
program in mddle schools that wll termnate June 30, 2017.
Upon conpletion, this program also requires a perfornmance report
and an eval uation report, he said.

7:30:13 PM

CHAI R HAVWKER reported that the Free Conference Conmttee did not
adopt the House changes to teacher tenure [House Sections 23-
24]. Instead the Free Conference Conmttee would |ike teacher
tenure to be thoroughly studied and reported the legislature to
allow the legislature to make decisions on how to approach
teacher tenure froma best-practices standpoint.

CHAI R HAWKER sai d this concludes the Free Conference Comrittee's
recommended changes. He commended Chair Meyer for a productive
negoti ati on process.

7:31: 03 PM
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CHAI R MEYER al so exchanged optimstic statenents with the House
Chair. He said that the proposed [FCCS for HB 278] is a good
conprom se bill, which is acceptable and in accord with both
bodi es. He reiterated that the Senate's education bill had set
overall funding at $125 million and the House's version totaled
approximately $75 million. This comiittee has nmet in the mddle
at $100 mllion, with half inside the BSA and half outside the
BSA. Al t hough sonme Senate nenbers would have preferred not to
i ncrease BSA funding since the overall foundation fornula needs
to be addressed, other nenbers preferred that the additional
funding should remain outside the BSA. Still, a conprom se was
struck and the bill contains additional reformthat will advance
educational practices in Al aska. Further, the proposed [FCCS HB
278] will provide parents with nore options and teachers wth
adequat e resources. He thanked the Senate nmenbers for their
partici pation.

7:32:47 PM

SENATOR DUNLEAVY acknowl edged that the agreement in the
commttee's proposal doesn't represent all of his preferences;

however, he said the overall "package" will help the state | ook
toward the future since questions about sustainability certainly
exi st. Further, studies within the proposal wll exam ne sone

of the issues and help the state nmke decisions on an overall
approach to education and delivery systemin Al aska. Wile the
current system may not be sustainable, it doesn't nmean that the
state can't have a robust public education system although it
may ultimately not look like it does now. For one thing, the
current educational system is costly. He anticipated further
di scussions on other itens, including "conmmobn core" standards,
concern about inplenentation of standards, and the high school
graduation assessnment [exit exan] to determne whether high

school graduates are prepared for the future. He enphasized
that the proposal contained in the proposed [FCCS for HB 278]
will buy the state tine to explore the issues in nore detail.
He cautioned nenbers not to be afraid of change since sone
changes will better serve students.

7:35: 36 PM

CHAIR HAWKER, in response to Senator Dunleavy's coments on
"“conmon core" standards, advised that the proposed [FCCS for HB
278] contains two House provisions related to "conmon core"
st andar ds. First, the proposed FCCS for HB 278 will contain a
provision to prohibit the EED from spending funds on "comon
core" standards inplenentation for K-12. Second, the proposed

FREE CC on HB 278 -11- April 23, 2014



bill will contain |language to ensure that the state may not cede
any neasure of autononmy or control over education standards and
assessnents. This |anguage places a "firewall" between the
state and infiltration of the "commobn core" standards into the
state education system he said.

CHAIR HAWKER acknowl edged that House nenbers have diverse
opinions and all nenbers are not happy with all elenents in the
pr oposal . Certainly, House nenbers had preferred |ess overal
spendi ng and nore spending inside the BSA than outside the BSA
however, the Free Conference Commttee has reached a very good
agreenent. He said, "One of ny watchwords is one always have to
be careful not to let the perfect be the eneny of the possible.”
He offered his belief that what has been acconplished is what is
possi bl e.

7:36: 57 PM

REPRESENTATI VE GATTI S acknow edged that the proposal spends nore
nmoney than initially was considered; however, there are many
great things in the proposed [FCCS for HB 278]. She said isn't
a huge proponent of studying matters; however, she thinks these
studies are |long overdue. She related correspondence studies
are inportant in her district and she is pleased sone charter
school provisions are included in the proposal since many
parents want charter schools. Finally, she offered her belief
that the proposed [FCCS for HB 278] indicates that the state
strongly supports public education.

7: 38: 06 PM
REPRESENTATIVE KITO IIl comended the Chair and his staff for

keeping the commttee inforned. He al so agreed that the caucus
woul d have appreciated additional BSA increases; however, $100

mllion [for each of three years] is fairly substantial funding.
He expressed concern about the potential loss of teachers,
hoping not many teachers would be laid off. He expressed

further concern that the one-tine funding is not being put
t hrough the fornul a.

REPRESENTATIVE KITO 11l remarked on the existing education
system Statewi de studies have shown the state has had an
increase in poverty levels in the state from 31 percent to 46
per cent . Thus, a significant nunber of students have higher
needs in our schools. Despite the increase in poverty |evels,
school s have experienced an increase in student scores. For
exanpl e, students mght not be reading at the right level in
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fourth grade, but by eighth grade are reading at |evel or
better. This mght nmean that the state is falling behind in
early education and pre-kindergarten, he said, so exam ning pre-
ki ndergarten funding will be inmportant. Although the funding is
approximately $100 mllion in increased spending, in terns of
the $5.8 billion operating budget and a substantial capital
budget, these are small anobunts that will allow the state to
adjust and prioritize education in the system He appreciated
the work the Chair and other nenbers have put forth to reach
this proposal.

7:40:12 PM

SENATOR DUNLEAVY pointed out that |ocal school districts, school
boards, parents, and other groups wll wultimately be mnaking
determ nations on spending and decisions on salaries, hiring
teachers, or starting pre-kindergarten prograns.

7:41: 01 PM

CHAI R MEYER t hanked the governor for proposing the initial bill.
The bill was taken up in both bodies and the conference
committee blended the House and Senate views. He hoped the
respective bodies of the legislature will support the [HCCS for
HB 278] when it cones to the floor. He thanked Chair Hawker and
all parties involved in the process, including staff. He
specifically thanked David Teal, Suzanne Arnstrong, and Edra

Morl edge for their assistance. He said that the Free Conference
Comm ttee could not have operated wi thout good staff.

CHAIR HAWKER joined in expressing thanks to participants. He
acknow edged that his staff, Juli Lucky, Rena Delbridge, and
Cecile Elliott, are invaluable.

7.42:50 PM

CHAI R HAWKER announced that the next nmeeting will be recessed to
a tinme certain. He advised that the proposed free conference
commttee substitute (FCCS) for HB 278 is currently being
drafted and will be reviewed and distri buted.

7:43.: 40 PM

CHAI R HAWKER recessed the neeting until 10:00 a.m on April 24,
2014.

FREE CC on HB 278 -13- April 23, 2014



ADJ OURNVENT

There being no further business before the commttee, the Free
Conference Commttee on HB 278 neeting was recessed at 7:43 p.m
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