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278(FINN AM S, "An Act relating to the exenption from jury
service for certain teachers; relating to the powers of the
Depart ment of Education and Early Devel oprment; relating to high
school <course credit earned through assessnent; relating to

school performance reports; relating to assessnents and
accountability standards; providing for funding for Internet
servi ces; relating to t he secondary school conpet ency

exam nation and related requirenents; relating to charter
school s and student transportation; establishing a grant program
to be admnistered by the Association of Al aska School Boards
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for the purchase of student equipnent and technol ogy services;
establishing a public school grant program for innovative
approaches to |earning; relating to correspondence study
progr ans, f undi ng, and student al | ot nent s; relating to
residential school applications; increasing the stipend for
boardi ng school students; relating to school construction bond
debt reinbursenent; relating to the local contribution to public
school funding; relating to funding of and reporting by Al aska
techni cal and vocational education prograns; relating to earning
high school credit for conpletion of vocational 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 nmunicipal tax exenption for privately
owned real property rented or |eased for use as a charter
school; requiring the Legislative Budget and Audit Committee 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
Department of Education and Early Developnent to report to the
| egi sl ature on school design and construction; establishing a
pilot project for public mddle schools; and providing for an
effective date.”
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of the House and Senate versions of HB 278.

JULI LUCKY, Staff
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CHAIR MKE HAWKER called the neeting of the Free Conference
Commttee on HB 278 to order at 10:30 a.m Present at the cal
to order were Representatives Gattis, Kito Ill, and Hawker and
Senators Dunl eavy, Hoffrman, and Meyer. Representatives Gara, T.
W/ son, Costello, Hughes, LeDoux, Kreiss-Tonkins, and Minoz and
Senators Bishop, Coghill, French and Fairclough were also in
att endance.

HB 278- EDUCATI ON

10: 30: 30 AM

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 formula for state funding of public
educati on; repeal i ng t he secondary st udent conpet ency
exam nation and related requirenments; 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 unenploynent
contributions for the Al aska technical and vocational education
program 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 education tax credits; making conform ng anendnents;
and providing for an effective date."

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

10: 33: 40 AM

CHAI R HAWKER noted that the commttee would be operating under
Uni form Rule 42, Conference and Free Conference Conmmittees, (a)
and (b) suspended. Thus, the Uniform rules were waived and the
conference conmmttee has been granted the powers of free
conference, which gives the conference conmittee the ability to
consider all issues that are germane to the titles of the bill
before the commttee. He advised his intention to consider the
Senate version of HB 278, which was built on the House version
He characterized these bills as creating "book ends" to the
di al ogue. He indicated that disagreement in policy exists
between the two versions and the goal will be to bring the two
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bills into accord for adoption as a final bill and brought back
to the respective bodies for mutual concurrence.

10: 36: 34 AM

CHAIR MEYER explained the Ileadership as it applies to the
commttee. He pointed out that Representative Hawker will chair
the neeting since the bill originated as a House bill. He asked

staff to provide a section-by-section conparison between the
House and Senate versions of the bill.

10: 39: 33 AM

EDRA MORLEDGE, Staff, Senator Kevin Meyer, Al aska State
Legislature, directed attention to page 1 of the comittee
handout |abeled "HB 278 Conparison,” wth a footer dated
4/ 22/ 2014 9:58 AM

M5. MORLEDGE referred to Section 1, relating to jury duty
postponenent to a time not during the school vyear. Section 1
| anguage for both bills is the sane. The | anguage in Senate
Section 2 was simlar to the House version for secondary schoo

course credit through mastery not limted to core topics. The
Senate version would limt high school course credit through
mastery and includes core topics only, such as math, [|anguage
arts, science, social studies, and world | anguages.

10: 40: 44 AM

CHAI R HAWKER asked for a definition of "secondary" versus "high
school . "

M5. MORLEDGE replied that "secondary school"™ is defined in
statute as seventh through twelfth grades and "high school"” is
only ninth through twelfth grades.

10: 41: 03 AM

REPRESENTATI VE GATTIS reported that Section 1 of the House
version of HB 278 was based on all subjects being tested and
opi ned that the tests should not be |imted to core areas.

CHAIR MEYER said the Senate based its decision nore on cost
since funding is necessary to provide students an opportunity to
test out of classes although it could be expanded in the future
fromcore areas.
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10: 42: 06 AM

M5. MORLEDGE directed attention to House Section 3 and Senate
Section 4 of HB 278. She explained that Senate Section 4
renoves the reference to the Hi gh School G aduation Qualifying
Exam (HSGQE) [exit exam and requires electronic reporting by
the departnment to the legislature and House Section 3 nakes
technical cleanup to the | anguage but does not repeal the HSGQE

CHAIR HAWKER comented that the House passed separate
| egislation [HB 220] to repeal the HSGQXE but the Senate included
t he HSGQE concept in HB 278.

10: 43: 20 AM

M5. MORLEDGE said that House Section 4 provides |anguage that
the state nay not cede any neasure of autonony or control over
educati on standards and assessnments. The Senate version did not
have a simlar section.

10:43: 37 AM

M5. MORLEDGE directed attention to House and Senate | anguage in
Section 5, noting the House version contains technical cleanup
| anguage and requires reporting on mlitary and associ ated dat a,
which is also included in the Senate version

CHAI R HAWKER added that the Senate Section 5 also had conform ng
| anguage involving the exit exam nation [ HSGQE] renoval .

10: 44: 09 AM

M5. MORLEDCGE noted [House version] Section 6 1is technical
cl eanup | anguage and [House version] Section 7 substitutes the
term "language arts" for "reading and witing." This was
included in the Senate version, which also includes conformng
| anguage for the HSGQE repeal .

10: 44: 36 AM

M5. MORLEDGE turned to Section 8 of the House version, which
replaces the "star" rating with an "A-F' grading system The
Senat e does not have a simlar section.

The commttee took a brief at-ease from10:45 a.m to 10:46 a. m

10: 46: 21 AM
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M5. MORLEDGE directed attention to page 2 of the section-by-
section conparison. She related that Senate Section 7 contains

t hree new provi sions. First, it would include funding to bring
every school's Internet speed up to 10 negabits per second
(nbps); second, it wuld provide funding for personalized

| earni ng opportunity grants; and third, it would provide funding
for innovative approaches to |earning grants.

CHAI R MEYER comrented that this | anguage woul d allow schools to
expand their broadband service to at least 10 nbps, which is
very inmportant in rural Al aska especially pertaining to the use
of digital |earning. In addition, the personalized |earning
opportunity grants and the innovative approaches to |earning
grants were itens that were brought to the Senate's attention by
the [ Senate] Education [ Standi ng] Commttee and Senator
Dunl eavy.

10: 47: 44 AM

SENATOR DUNLEAVY expl ained that the personalized |earning grant
is the one-on-one concept that has been discussed in the past
two years with the Association of Alaska School Boards and the
Al aska Departnment of Education [and Early Devel opnent] (EED)

This would put "tablets"™ in the hands of students and teachers
to address the growing trend in education of working with online
vendors to integrate technology into the actual program instead

of as an add-on elenent. The Senate Education Standing
Comm ttee devel oped these changes by proposing the technol ogy
expansion and the innovative education grants. The program

would allow small start-up educational grants to plan approaches
that a district could endorse such as cyber schools. This is in
response to an issue that sonetimes occurs when people seek
funding to inplenent ideas that are later discovered as not
bei ng well thought out. Under the grant program a "project of
prom se"” could be eventually brought to the legislature for
further appropriation. He envisioned that districts would fl oat
concepts to the departnent, and if the departnment found the
concept had nmerit, a small planning grant would ensue and the
district would hire a contractor to fully flesh out the concept.
That fleshed-out concept would go back to the departnent for
approval , and, if approved, would be presented to the
| egislature as a "project of prom se" for funding. Utinmately,
this process could firm up projects to avoid funding concepts
W thout nerit.
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CHAl R HAWKER asked for further clarification on the fiscal notes
for these three conponents.

SENATOR DUNLEAVY answered that the one-on-one grant was funded
at $5 nillion and the innovative |earning grant approach was

funded at $750,000 for this fiscal year. In further response,
he agreed the Internet services fiscal inpact was $7.3 mllion.
10: 51: 05 AM

CHAIR MEYER interjected that he believed the learning grants
would start at $3-$5 mllion. In response to a question, he
clarified he was speaki ng about the one-on-one grants.

CHAIR MEYER related his understanding that the proposed
broadband Internet services would be eligible for four-to-one
mat ching funds from the federal governnent. In response to a
guestion, he reiterated his conmment related to the broadband
I nt ernet services.

10: 51: 42 AM

REPRESENTATIVE  GATTIS offered support for t echnol ogi cal
advances, which will change how Al aska does business in the next
50 years; however, challenges for providing these grants exist.
She offered her preference to consider all contractors, not just
the Association of Al aska School Boards, as possible vendors for
the grants.

10: 52: 36 AM

SENATOR HOFFMAN, regarding the Internet speed, reported that the
nati onal standard calls for 100 negabits (nbps) by 2016 or 2017.

CHAI R HAWKER acknow edged that the national target is 100 nbps
rather than the 10 nbps that the Senate Section 7 proposes.

10: 53:18 AM

M5. MORLEDGE directed attention to House Sections 9-10 and
Senate Sections 8-9 addressing charter school application and
appeal process. The House version doesn't have a simlar
provision to Senate Section 10, which would repeal the High
School Graduation Qualifying Exam (HSGQE) [exit exan] for
charter school students.
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CHAIR HAWKER pointed out the House acconplished the HSGE
| anguage change in a separate bill.

10: 53: 52 AM

M5. MORLEDCE turned to Section 11, which requires districts to
offer the right of first refusal to charter schools to |ease
space, noting |ease agreenents shall be true to operational
costs. She said this |language is the sane in both versions of
HB 278.

M5. MORLEDGE directed attention to [House and Senate] Section
12. She explained that the Senate adopted the House | anguage,
but al so added | anguage that would require funds generated by a
charter school student to include grants, appropriations,
federal inpact aid, and |ocal contributions.

CHAIR HAWKER renarked that the [Senate version] is a nore
enconpassi ng i npl enentati on of the sane concept that was brought
forward in the House version of the bill.

10: 54: 36 AM

M5. MORLEDCE referred to Section 13, relating that |anguage in
both [House and Senate] versions would provide a $500 one-tine
per student grant for charter school start-up funds in the first
year.

M5. MORLEDGE directed attention to [House] Section 15 that
substitutes the term "l anguage arts" for "reading, witing." In
addition, the |anguage would prohibit the departnment from
spendi ng noney on "comon core" standards inplenentation for K-
12.

10: 55:19 AM

M5. MORLEDCE referred back to Senate Section 14, which includes
| anguage related to a correspondence study program individual
| earni ng plans, and student all otnents.

CHAIR HAWKER asked for further clarification on the student
al | ot ment conponent.

CHAI R MEYER deferred to Senator Dunl eavy.

SENATOR DUNLEAVY explained that [Section 14] pertains to
correspondence honmeschool prograns, which are public school
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prograns that have existed for approxinmately 15 years educating

t housands of students statew de. Sonme progranms are district-
centered prograns and others are statew de progranms. The change
was originally proposed under SB 100. He detailed several
conponent s. First, wunder the program all correspondence

students nust have an individual l|earning plan (ILP), although
one conponent that changes is the ILP is considered to be
functioning for those students who are proficient according to
statew de assessnents. For students who are not proficient, the
teacher and parent would anmend the |ILP and dedi cate resources to
ensure that the child becones proficient.

SENATOR DUNLEAVY turned to the second conponent [of Senate
Section 14], noting that many homeschool correspondence program
students obtain an allotnment to purchase materials to support

the ILP. In the past, that allotnment would | apse at the end of
the fiscal year. One uni ntended consequence has been that
famlies rushed to spend the allotnent to purchase materials for
the next year before funds | apsed. Under [Senate Section 14],

funding wouldn't I|apse, but could accumulate for long-term
pl anning for students who remain in the program This could
have the desired effect of keeping a famly with the program

but will also have the effect funds being spent nore w sely and
judiciously instead of end-of-year spending. Third, the fina

conponent wll change the current foundation fornmula funding
factor for correspondence students from .80 to .90. In response
to Representative Kito IIl, he indicated that the allotnment in
AS 14.03.320 is not an actual cash paynent to the parent or
guardi an but is held by the school.

10: 59: 58 AM

M5. MORLEDGE related that Section 14 of the House version and
Section 15 of the Senate version substitute the term "l anguage

arts" for "reading, witing." House Section 15 would add
| anguage prohibiting the EED from spending funds on "common
core" standards inplenentation for K-12. Senate Section 16

contai ned the cleanup |anguage, but did not contain the "common
core" standards | anguage, she said.

CHAI R HAWKER hi ghlighted the comrittee will need to be briefed
by Comm ssioner Hanley today on the "commobn core" standards
i ssue and i npl enmentation | anguage.

REPRESENTATI VE GATTI S explained that the House intent was that

Al askans be in control of the curriculum being taught in the
state and that it would not be based on a national standard.
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11: 01: 28 AM

M5. MORLEDGE directed attention to Senate Sections 17 and 18
noting Section 17 is a technical change related to the exit exam
[HSGQE] and Section 18 defines the term "child wth a
disability."

11: 01: 45 AM

M5. MORLEDGE referred to House Section 16, which requires the
State Board of Education and Early Developnent (BOE) to
recommend changes in how the state could expend education funds
nmore efficiently. The Senate renoved that | anguage, she sai d.

CHAIR HAWKER advised this is another item for Conm ssioner
Hanley to address since there are several opinions on this
matter.

11: 02: 47 AM

M5. MORLEDGE directed attention to page 4, of the section-by-
section conparison, to House Section 17 and Senate Section 19
noting both versions retain the sanme |anguage regarding pupi
transportation for charter schools. The Senate version also
inserted a new Section 20, related to debt reinbursenent for
school construction and mai nt enance.

CHAI R HAWKER enphasi zed that the Senate Section 20 represents a
substantial change from current statute that is not in the House
ver si on. He also would Ilike Comm ssioner Hanley to address
this. He characterized this as being nore of a Departnent of
Revenue (DOR) function, but he was certain the conm ssioner
could recommend the appropriate party to informthe commttee.

11: 03: 35 AM

CHAIR MEYER indicated that from a financial standpoint, the
state can control its substantial bonding for many projects;
however, the state can't control costs when districts pass
school bonds, wth the state having responsibility for 60
percent or 70 percent of the cost. He related his understanding

that the conmmssioner wll discuss the 70/30 program noting
that the state has nore control over it than it does the 60/40
pr ogram He identified this is an area that needs sone

adj ust nent .
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REPRESENTATI VE GATTIS agreed that this is an area of concern.
She suggested that the legislature mght consider |owering the
bondi ng and renoving sone regulations to give school districts
the ability to make choices that work best for them She said
she | ooks forward to the conversation.

11: 05: 01 AM

M5. MORLEDCE directed attention to House Section 18 and Senate
Section 21, which contain the same |anguage and wll allow
course credit by mastery for boarding school students. The next
section, House Section 19, and Senate Section 22 would allow an
annual open application period for residential schools.

11: 05: 24 AM

MS5. MORLEDGE turned to Senate Sections 23-26, which were added
in the Senate version. Senate Section 23 would increase the
residential school stipend.

CHAIR HAWKER interjected that he believes that has a $2.25
mllion fiscal note.

CHAIR MEYER offered his belief that it was Senator [Coghill's]
bill and that Senator Hoffman was very famliar with residential
school s.

REPRESENTATI VE GATTI S rel ated t hat she i ntroduced a
corresponding bill, [HB 291] that is currently before the House
Fi nance [ Standing] Comm ttee.

11: 06: 12 AM

M5. MORLEDCE turned to Senate Section 24, which would increase
the required local contribution froma 2.65 mll to 2.8 mll
rate.

CHAI R HAWKER suggested that the commttee will hear testinony to
provi de background and the ram fications of this.

CHAIR MEYER acknow edged the inportance of considering the
bi gger issue between voluntary contributions that nunicipalities
make versus required contributions. Qoviously when the mll
rate is adjusted it constitutes a required contribution. He
recalled that the mll rate was adjusted three years ago that
the contribution changed from a 2.9 mlIl rate to a 2.65 mll
rate, which neant the state had to take on a bigger burden of
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t he education funding. In fact, he recommended this change in
order to find a better balance between |ocal and state required
contributions to education.

11: 07: 34 AM

M5. MORLEDGE directed attention to Senate Section 25, which is a
provision to allow nmunicipalities to contribute up to 23 percent
of funds that are distributed to the school districts outside of
t he basi c need.

CHAI R HAWKER expl ained that funding added outside of the BSA
[ base student allotnent] contribution is treated as if it was
within the BSA for the purpose of «calculating the maxinmm
vol untary | ocal contributions.

IVS. MORLEDGE related that Senate Section 26 raises the
correspondence study factor from 80 percent to 90 percent.

CHAI R HAWKER added that the fiscal note for the factor change is
approxi mately $6.1 mllion.

SENATOR DUNLEAVY said the idea was to increase it to incentivize
school districts to give serious thought to expanding their
homeschool correspondence prograns. He characterized it as a
| ow-cost approach to expanding the "larger tent" of public
education to as many students as possible wthout having to
factor in building construction, transportation, |unch prograns,
and other costs. The honeschool correspondence progranms are
probably the fastest growi ng prograns within public education.

11: 09: 22 AM

CHAI R MEYER asked when funding for honmeschool or correspondence
school was | ast changed.

SENATOR DUNLEAVY offered his belief that this funding has been
in place for nany years. He related his understanding the
percentage was a nunber that was chosen

11: 09: 52 AM

M5. MORLEDGE continued on page 5 of the section-by-section
conparison of HB 278 to Senate Section 27, noting the House
version does not have a simlar provision. She stated that this
| anguage relates to the charter school size factor and |owers
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the threshold of 120 students to 75 students to receive 100
percent of funding.

CHAI R HAWKER asked Comm ssioner Hanley to address and put on the
record what is at 1issue for both of +these charter school
adj ust nent s.

11: 10: 36 AM

M5. MORLEDCE referred to House Sections 20-22, which relate to
BSA increases. The Senate version does not contain any of these
provi si ons.

CHAI R HAWKER said this is the biggest sticking point between the
Senate and House approaches to HB 278. The House preferred to
i nclude some elenent of funding within the BSA and the Senate
chose not to increase funding inside the BSA vyet still make
substantial commtnents to education funding by increasing
funding outside the BSA for the next three years. He indicated
that the commttee wll be work to find a route forward as the
free conference comm ttee proceeds.

11:11: 31 AM

M5. MORLEDGE directed attention to House Sections 23-24, which
provide increases the tine for teacher tenure to five years in
ur ban areas.

SENATOR HOFFMAN asked for a breakdown on the dollar anpunts
within the BSA, outside the BSA, and other funding.

CHAI R HAWKER responded that the general formula used is that an
increase of $100 to the BSA equates to approximately a $25
mllion increase in the budget, therefore, a $25 nillion
i ncrease outside the BSA would have the sane effect as a $100

increase to the BSA He said that a summary will be necessary
to highlight the overall financial inpact. Again, this is the
greatest sticking point in the bill, he said.

11:13:11 AM

CHAI R MEYER said he believed that his staff, Suzanne Arnstrong,
or David Teal, Legislative Fiscal Analyst, Legislative Finance
Division will be able to provide the conpari son.
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CHAI R HAWKER conmented that the conparison would be avail able
for all of the conponents, recognizing that costs are associ ated
wi th many of the proposals before the free conference commttee.

11:13: 40 AM

M5. MORLEDCE directed attention again to House Sections 23 and
24, which increases the qualifying period for teacher tenure to
five years for urban school districts and three years for rura
school districts; however, this |anguage is not contained in the
Senat e version

REPRESENTATI VE GATTI S pointed out that a tenure bill was passed
| ast year. She agreed it may be a sticking point.

11:14: 48 AM

M5. MORLEDGE directed attention to Senate Section 28, which
increases the enployee contribution to the unenploynent
insurance fund from the current .15 percent to .16 percent for

the technical wvocational education program She related that
House Section 25 and Senate Section 29 included a sunset date of
2017. In addition, the Senate version corrected the nanmes of

the recipient organizations and rolled the University of Al aska
Sout heast into the wuniversity system as a whole and added
Il'isagvik Coll ege. The Senate version also reduced the
university system funding by five percent overall.

M5. MORLEDGE turned to House Section 26 [and Senate version 30],
which relates to the TVEP program survey and performance revi ew.

11:15:56 AM

M5. MORLEDGE continued to page 6 of the section-by-section
conparison of HB 278. She directed attention to [House Sections
27 and 28 and Senate Sections 31 and 32], which relate to the
TVEP [ Technical Vocational Education Programl and to [House
Sections 30-41 and Senate version 34-45] that relate to the
education tax credits. She explained that the Senate version
i ncluded all of the House | anguage and added two recipients, the
Regional Training Center (RTC) and apprenticeship prograns and
nonprofit agencies providing educational opportunities that
pronote the | egacy of public service.

11:16: 45 AM
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M5. MORLEDGE continued to page 7 of the section-by-section
conparison of HB 278. She turned to House Section 42 and Senate
Section 46, which is a technical cleanup and repeals BIA
| anguage. House Section 43 and Senate Section 47 contain the
sanme | anguage regarding charter schools, she said.

11:17: 08 AM

M5. MORLEDGE directed attention to House Section 44, which
relates to the applicability of tenure [not included in the
Senate version]. House Sections 45-46 and Senate Sections 48-49
woul d provi de transition | anguage for charter school
appl i cations and regul ati ons.

11:17: 38 AM

M5. MORLEDGE directed attention to House Section 47, which
requires the Departnent of Admi nistration (DOA) to submit to the
| egislature a salary and benefits proposal for school districts
st at ew de. Senate Section 55 would require the Legislature
Budget & Audit Commttee (LB&A) to performthat study.

CHAI R HAWKER turned to the proposed studies with the distinction
bei ng that the House approach has the DOA taking authority while
the Senate retains it wthin the legislative function and
authority [LB&A). He questioned whether the function should be
in ternms of an adm nistrative forumor a |legislative forum since
the legislature retains the sole authority to appropriate.

REPRESENTATI VE GATTI S commented that the intent of the House was
to have a clear |look at not only a study, but inplenenting
updat ed state salaries and benefits.

11:19: 45 AM

CHAIR HAWKER asked for further clarification on the LB&A' s
approach to the Senate version's study.

CHAIR MEYER deferred to Senator Fairclough, as Chair of the LB&A
committee; however, he added that the key critical point to the
Senate's approach to educational funding was to avoid putting
funds in a foundation formula, which the BSA is part of, when it

is known that the forrmula needs adjustnents. Thus, the Senate
version places the funding outside of the foundation fornula
until the [LB&A] study is conpleted. In addition, the Senate
version funds education at $100 million for each of three years
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since it will take two to three years to conplete and inpl enent
t he study.

CHAI R HAWKER rel ated these comrents segue into the next two or
t hree points.

11:20: 52 AM

M5. MORLEDGE directed attention to House Section 48, which
includes a $30 million one-tine grant to districts and although
the Senate version does not include a simlar provision, it does
propose that $100 million be appropriated for each of the next
three years.

M5. MORLEDCGE turned to Senate Sections 50-51, which propose to
study conponents of the foundation formula, including district
costs and school -size factors. Senate Section 52 relates to a
design and construction report by the EED and Section 53 would
create a mddle school pilot programto expand the ANSEP [ Al aska
Native Science and Engineering Progran] and Science Technol ogy
Engi neering and Math [STEM progranms. Senate Section 55 relates
to the [HSGQE] exit exam House Sections 49-53 and Senate
Sections 56-59 relate to the effective dates.

11: 22: 10 AM

CHAIR HAWKER said it is apparent that there are a nunber of
areas in which the House and Senate have taken the sane
appr oach. One area, the elimnation of the [HSGQE exit exam
has the sanme goal but used different approaches. The House
version has been largely incorporated into the Senate version of
HB 278, he said. He indicated that at this point the free
conference commttee seeks to identify and build a foundation of
commonal ity, renoving as nmany issues as possible where
fundanmental agreenent exists. He indicated a nore vigorous
debate can occur for the renaining issues. He highlighted his
intention to work wth Chair Myer to identify areas of
consensus and develop a baseline free conference conmttee
substitute (FCCS for HB 278), which will be brought to the free
conference conmttee. Further, he hoped to bring testifiers to
before the commttee to provide information on the nore
contenti ous issues. The free conference commttee wll proceed
steadily toward this goal, he said.

11: 25: 38 AM
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JULI LUCKY, Staff, Representative M ke Hawker, Alaska State
Legi slature, noted that she has an e-mail notification |ist that
wi |l be accessed to provide neeting information.

11: 26: 35 AM
REPRESENTATIVE KITO 111 asked for clarification regarding the
forthcomng fiscal sunmmary and if it will cover all sections of

the bill with fiscal inpact.

CHAI R HAWKER answered yes; that he hoped the fiscal summary
woul d be as conprehensi ve as possi bl e.

CHAI R MEYER agreed the fiscal inpacts will be covered.

11: 28: 00 AM

CHAI R HAWKER recessed the neeting to a call of the chair at
11: 28 a. m

2:22:23 PM

CHAI R HAVWKER reconvened t he neet i ng at 2: 22 p. m
Representatives Gattis, Kito 1Il, and Hawker, and Senators
Dunl eavy, Hoffman, and Meyer were present at the call to order

Representati ves Hughes and LeDoux and Senator Fairclough were
al so in attendance.

2:22:36 PM

CHAI R HAWKER recapped the status, such that he and Chair Meyer
have identified areas of comon ground and have requested a
draft free conference commttee substitute (FCCS) for HB 278.

2:22:48 PM
CHAI R HAWKER revi ewed the nmorning neeting and directed attention

to points requiring further information and clarification in
order to find accord. He referred to a spreadsheet prepared by

the Legislative Finance Division. In response to a question, he
clarified that the single docunent was before them [footer | abel
of "4-22-14 LFD Summary 278 Senate vs House (2)"]. Thi s

docunment and other supporting docunents are also found posted
online in BASIS [Bill Activity Status Inquiry Systen], he said.

2:25:58 PM
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DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, Alaska State Legislature, directed attention to the
comm ttee packet handout and the docunent with a footer |abel of
"4-22-14 LFD Summary 278 Senate vs House (2)," noting this
docunent has been prepared for the division's use. The
division's role is not to determne the policy provisions but to
translate actions the legislature takes to fiscal inpacts and be
certain the decided upon funding is included in the capital
budget or in a fiscal note, he said.

MR. TEAL noted that section nunbers for the House version and
Senate version and associated costs are listed in the docunent.
He explained that as the free conference comittee chooses
specific funding amounts these anmounts wll be added to the
colums; however, it's a little nore conplicated to put together
amendnents to the capital budget. For example, the $100, 000 on
the first line of the aforenentioned docunment inplies that $100
mllion is associated with FY 15, FY 16, and FY 17; however, the
actual funding nechanism in the Senate version would fund $300
mllion in FY 15, but distribute it in FYs 15-17. He expl ai ned
that it is one-time funding, but it will also give districts a
three-year certainty since districts don't have to request
addi tional funds from subsequent |egislatures for FY 16 and FY
17.

CHAI R HAWKER added that aspect would be accommodated in the
fiscal note attached to the proposed HCCS

MR. TEAL agreed; however, the way the Senate version was adopted
doesn't necessarily nean that the free conference commttee wll
decide to take the sanme route. He suggested that if the free
conference committee chose to increase the BSA rather than to
fund an increase outside the formula [BSA], it would represent a

di fferent nethod. He acknow edged that it wouldn't be nore
conplicated, but it would nean funding the BSA for FY 15 if the
forward funding concept is included. For instance, House

Section 20 costs in FY 15 for BSA changes is $45 mllion, but in
FY 16, the BSA is scheduled to increase by another $50 million

pushing that total cost to $60 million. Forward fundi ng woul d
include the $45 nmillion plus the $60 mllion in FY 15. He
concluded that the division will sinply need to know how nuch to

deposit into the education fund.

CHAIR HAWKER acknow edged that in terns of "book ends" the
funding is broken into two major categories, which are the
di stribution according to the forrmula, and the breakdown between
the House version and the Senate version. He also noted the
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House total of $859,000 and the Senate total of $18,351,000. He
identified the total unrestricted general funds  of as
approximately $76.6 mllion and $24.9 [$124.9 mllion for FY
15], which provide the book ends to be worked within today. He
descri bed the aforenenti oned docunent as a reference docunent.

2:31:11 PM

SENATOR HOFFMAN, concentrating on the BSA, stated that in FY 15
the House version funded $30 million outside the BSA [noney
distributed in the sane way as the fornmula and $45.8 nillion
inside the BSA, however, the line entitled "Approximte BSA
Equi valent (Dollars)" totals $75.8 nmillion for the House version
and $106.6 mllion for the Senate version. |In FY 16 the figures
drop to $60.1 million, but increase to $74.5 mllion in FY 17.
He stated that the total House funding for three years would be
approximately $210 million and for the Senate version would be
$310 mllion. He asked for further clarification whether that
was correct.

MR. TEAL, referring to the spreadsheet, responded that this
represents the difference between the one-tine funding on the
first line, with the House version at $30 mllion outside the
BSA. This figure is renoved in FY 16 and FY 17 since it is one-
time noney; however this doesn't nmean it wll necessarily be
removed, but it won't be reflected in this spreadsheet since
unlike the Senate version of $300 million in forward funding,
the $30 mllion in the House version is truly one-tinme noney.
He acknowl edged it could be replaced next year but the comittee
has no way of knowing for certain if that will occur.

CHAIR HAWKER pointed out that this leads to the crux of the
discord that has led to this conference commttee, which is the
House's general desire to have a |lesser degree of spending
recogni zing the state's fiscal circunstances at this tinme than
the Senate was wlling to bring forward. The purpose of a
conference committee is to reconcile these differences.

CHAI R HAWKER asked Conm ssioner Hanley, Departnent of Education
and Early Developnment (EED) to testify. He indicated the
committee would work from the HB 278 conparison used as a
section-by-section analysis of the bill [entitled HB 278
Conmparison,” wth a footer dated 4/22/2014 9:58 AM. He
anticipated that nost of the dialogue will be on the Senate
version of the bill since the Senate added to the bill with a
f ew excepti ons.
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2:34:29 PM

CHAIR HAWKER directed attention to the first item of interest,

which is Senate Section 2. The House version related to
"secondary school"” courses but did not limt testing out of
prograns to core subjects. The Senate version allowed "high
school " course credit testing via mastery of core subjects. He

asked for the departnent's perspective.

M KE HANLEY, Commi ssioner, Departnent of Education and Early
Devel opnent (EED), said both versions acconplish simlar things.
Currently, districts are allowed to give students opportunities
to test out of courses; however, sonetines the opportunities are
avai l able and sonme districts have not allowed testing out of
courses to occur. The governor's version [of HB 278] contained
a provision to limt testing-out assessnents to core areas.
This is largely due to a sensitivity to school districts, since
districts would need to develop assessnments for these subject
areas, and a recognition that sonme elective courses do not |end
t henselves well to a summative assessnment, such as drama and

debate. Thus, the bill would require districts to allow testing
out for core areas subjects, such as reading, witing or
| anguage arts, mat h, soci al st udi es, sci ence, and world
| anguages. O her courses were identified as optional, he said.

The [ House Section 2] allows testing-out for all courses.
2:36:27 PM

REPRESENTATI VE GATTIS explained that the House Education
Standing Commttee disagreed with the departnent on testing-out
of courses. The House determned that final exans exist for a
topic such as pottery, and the district nust admnister that
exam to students who believe they have nastered the course
t opi c. The House worked on the assunption that these tests
al ready exist. She asserted that nunerous courses identify a
certain level of proficiency so testing-out should be allowed to
students who denonstrate that |evel of proficiency.

2:37:52 PM

REPRESENTATIVE KITO 111 pointed out another issue that was
raised related to students having the ability to test out of a
series of core courses. For exanple, students could test out of
Algebra | and enroll in Algebra Il. One concern was that if the
high school had testing-out options for every core class,
students could effectively test out of high school and never
attend any cl asses.
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CHAI R HAWKER rem nded nenbers the process will be to introduce
the subjects, lay the groundwork, but not debate the issues to a
conclusion at this point.

REPRESENTATI VE GATTIS, with respect to testing-out, preferred to
all ow students who have mastered the course work test out and
nove on with their education and not spend an additional year in
a cl assroom

CHAIR MEYER added that the Senate's approach was to allow
students to test out of core topics. Later, districts could
expand into other topics since it mght be burdensonme to ask
districts to provide testing-out options for all courses at
once. He then asked which term the departnent favored, using
the term "high school"” or "secondary school." He further asked
whet her high school is defined as grades 9-12 and secondary is
defined as grades 7-12.

COWM SSI ONER HANLEY responded that traditionally the departnent
uses the term "secondary school” but they are synonynous. After
verifying that a definition for the terns existed, he agreed
t hat secondary school begins in 7th grade. Thus, the departnent
woul d prefer the term "high school” since the departnent does
not allow any option to test-out of mddle school courses. In
further response to a question, he agreed he would recommend the
Senate version that uses the term "high school."

2:40:46 PM

CHAIR HAWKER referred to House Section 4, relating to |anguage
that the state nmay not cede any neasure of autonomy or contro
over education standards or assessnents. He asked whether any
probl ens exist with this | anguage.

COWM SSI ONER HANLEY answered no. He said concern arose when the
state joined the Smarter Balanced Consortium in regards to
finding a new state assessnent standard. Al t hough the
perception was that the state had relinquished its authority and
soneone el se would control the state's standards, he assured the
committee that was never the case. This | anguage [House Section
4] sinmply clarifies that the state should not give up autonony
to someone outside the state. The departnent would agree with
t hat statenent.

2:41:50 PM
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REPRESENTATI VE GATTI S asked why the Senate renoved the autonony
| anguage fromits version

COWM SSI ONER HANLEY interjected that a conversation ensued for
the renoval of the |anguage since House Section 4 essentially
tells the departnent to "not do sonething which is not being
done."” The Senate found it unnecessary to retain the autonony
| anguage; however, he said it is not harnful to include the
| anguage.

CHAI R HAWKER commented that it seens like this is an area that
woul d not be an area of concern. He turned to Senate Section 7
and the three subsections on Internet funding, technical support
for the student one-on-one program and funding for innovative
approaches to |earning. He <characterized this as a nore
substantive area, with significant financial consequences. He
referred to these provisions as 7A, 7B and 7C. He asked for the
agency's perspective on 7A, the broadband | nternet bandw dth.

COW SSI ONER HANLEY recognized that additional broadband can
only be a positive nove, but the negative aspect is the fisca
aspect. The goal is to have all schools attain a m ninum of 10
nmegabits, which is a mninmm floor. The departnment has no
concern with increasing the anobunt of Internet broadband to
school s st at ew de.

CHAI R HAWKER highlighted that the issue on the House version
woul d be that the fiscal inpact was $7.3 million.

2:45: 24 PM

CHAI R MEYER asked if the federal matching funds are $4 for every
$1 the state puts towards this.

LI NDA THI BODEAU, Director, Ofice of the Director, Libraries,
Archives & Miseuns, answered that the e-rate is a discount
program not necessarily providing matching funds. She said the
di scount is based on the poverty level in any given school and
may range from 20-90 percent with an average in Alaska of 70
per cent . She indicated that in off-the-road system areas the
average is 80 percent. For exanple, if $100 is spent, with a
poverty rate discount of 80 percent, the federal governnent
woul d provide $80 and the district would pay $20.

2:46: 36 PM
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CHAI R MEYER offered his belief that this would not only help the
school s but al so hel ps the communities, villages, and region.

M5. THI BODEAU agreed that schools provide access to the public
in off hours and sone public school libraries are also public
libraries.

CHAI R MEYER asked whether concern exists that additional costs
are involved for provider services.

M5. THI BODEAU answered that additional costs would be related to
first-tinme cost for the vendor to initially set up the equi pnment
and put in new routers, wring, or swtches; however, these
costs are also eligible for the discount. The Federa
Communi cations Commission (FCC) requires that e-rate discounts
be made each January and the cost is a very significant factor
i n choosi ng which vendor is chosen for the school.

2:47: 50 PM

CHAI R HAWKER asked what drives the $7.3 nillion fiscal note
whether it is the cost the state would need to bear to bring al
the districts up to the 10 negabit |evel.

M5. THI BODEAU answered that the fiscal note amount represents
the cost for districts below 10 negabits per second. I n
response to a question, she agreed the state would need to bear
t hat cost.

CHAI R HAVWKER asked whether the state could access any matching
federal funds or additional federal grant funding.

V5. TH BODEAU answer ed no.

CHAl R HAWKER asked for further clarification on which districts
m ght be affected.

M5. THI BODEAU did not specifically recall individual districts;
however she noted that a spreadsheet has been distributed to
comittee nenbers.

2:49: 23 PM
REPRESENTATI VE GATTIS referred to a survey on bandw dth. She
asked whether the state has identified any alternative if the

state cannot deliver this. She offered her belief that
technology will be the driver in educational delivery.
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COWMWM SSI ONER  HANLEY explained that this proposal has been
generated by the legislature so he was unsure if an alternative
exi sts. He pointed out the vision and goal will be to increase
opportunities and equalize them statewide and this proposal has
the potential to acconplish this.

REPRESENTATI VE GATTIS said sone districts have inadequate
bandwi dt h and may struggle. She asked for ways these districts
can be helped to creatively provide adequate I|Internet bandw dth.

2:51:15 PM

CHAIR HAWKER turned to Senate Section 7B, to the $3 nillion
funding for technical support and training for students, known
as the one-to-one initiative.

COW SSI ONER HANLEY answered that this initiative is simlar to
one introduced last year by Senator Dunleavy to increase
opportunities for students. He explained that the goal is to
change the way teaching occurs and technical devices are a tool.

CHAIR HAWKER remarked this wll be a policy call by the
conmittee based on the legislature's wllingness to fund $3
mllion.

COWM SSI ONER HANLEY answered yes. He remarked that he did not
see a downside to adding technology into schools in the 21st
century; however, there is a cost associated with it. I n
further response to a question, he agreed the one-on-one
initiative appears to have a fiscal inmpact of $3 nillion per
year.

2:52:30 PM

SENATOR DUNLEAVY hi ghli ghted one advantage will be that students
woul d no |onger be saddled and wei ghed down by backpacks. As
districts nove into this technology, all textbooks wll be
downl oaded onto tablets and all information and communication
will be acconplished wusing these devices. In fact, this
technology wll revolutionize Al askan classroons and research
will be done by students accessing the Internet via their

tabl ets, he said.

CHAIR HAWKER referred to the $3 mllion fiscal note and asked
what that would cover, for exanple, whether it would begin in
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ki ndergarten or in the 11th grade and how w dely the program
woul d extend to across the state.

SENATOR DUNLEAVY answered that the Al aska Association of Schoo
Boards could provide detail, but he envisioned that districts
woul d be ready and wlling to make the transition. He suggested
that the districts that were interested would have ideas about
the grade | evel appropriate for inplenentation.

2:54: 57 PM
REPRESENTATIVE KITO Il said this funding proposal did not arise
on the House side. He asked for further clarification of what

happens if course materials are on tablets and a student drops
or otherw se damages the tablet and all the course work is |ost.
In addition, although significant information may be avail able
on their tablets, students mght not be able to take notes and
utilize the information in the sane way as they can using paper
tabl ets. He further inquired as to whether there is a good way
to include witten comunication on tablets since witing is
part of the course work.

REPRESENTATI VE GATTI S asked about the procurenent process in
terms of the one-to-one program noting that the state
procurenent process can be used rather than using the Al aska
Associ ati on of School Boards (AASB) as the default provider. |In
ot her words, an open conpetitive bidding process should be used
if a substantial nunber of tablets will be purchased.

2:57:17 PM

CHAIR HAWKER directed attention to Senate Section 7C to the
funding for encouraging innovative approaches to learning with a
fiscal note of $750,000 for each of the next three years.

COWM SSI ONER HANLEY expl ained that sonetines districts need an
opportunity to "get the ball rolling" and the inplenentation
strategy for these grants is that they woul d be operated through
the departnent, which fits within its mssion to provide funding
to districts with innovative ideas to inprove education. The
departnment would report on funding expenditures and grant
out cones, but he was unsure if the departnent would speak to the

| egi slature on individual school district ideas. Still, it
doesn't nean the inplementation strategies will be lost since
the departnment would report, which will allow for legislative
response.
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CHAI R HAWKER asked how the departnent would allocate funds to
assure sonme degree of fairness and parity between districts
t hroughout the state.

COWM SSI ONER  HANLEY answered that the statute offers broad
| anguage and it would be necessary to stipulate paraneters to
address this issue. He acknow edged the inportance to assure
integrity in the process. He anticipated that grants ranging
from $50 to $150 thousand would be issued, but the details have
not yet been fl eshed out.

3:00: 00 PM

CHAIR HAWKER directed attention to Senate Section 14 to the
correspondence study prograns. He characterized this as being
one of the nore controversial provisions. This relates to

i ndi vidual |earning programs (ILPs) and the ability to rollover
the student allotnent or stipend for program naterials.

COWM SSI ONER HANLEY answered that the ILP |anguage is not new
but puts regulatory |anguage into statute. He said the
departnment has not weighed in on the ability to rollover the
funds; however he also understood the "use it or lose it"
spendi ng philosophy that mght ensue, rather than identifying
needs and spending funds on them Certainly one pro would be to
avoid parents having a quick rush to spend noney since funds
will otherw se expire.

CHAIR HAWKER asked whether it wuld be beneficial to ILP
students to allow roll over funding.

COWM SSI ONER HANLEY answered yes. The stipends are typically

determined by school districts and are not excessive. He
pointed out these decisions are already nmade by the districts
and unexpended funds will revert back to the districts.

CHAIR HAVWKER commented that the fiscal note is indeternm nate
since the departnent doesn't know.

COWM SSI ONER HANLEY answered that the note is zero because the
correspondence students would still be funded at .80 with this
f undi ng nechani sm

CHAI R HAWKER asked whether there has been testinony from the
| ocal school districts to indicate any support or opposition.
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SENATOR DUNLEAVY offered his belief that the Mtanuska-Susitna

Bor ough School District is in favor of this. He al so believed
that the Galena City School District IDEA programis in favor of
it. He did not believe extensive comrent has been received but

certain areas have denonstrated support, he said.

COWM SSI ONER HANLEY said he hasn't received any public coment,
but he did not think having this flexibility would pose a
probl em for correspondence prograns.

3:03:43 PM
REPRESENTATIVE KITO 11l wondered if there is any benefit in
attaching a cap on the rollover anount. He expressed concern

that a buildup could result over tine if a student is in the
program for 12 years.

SENATOR DUNLEAVY responded that it would be difficult for that
to occur since the ILP requires the purchase of equipnment and

material for course work. He offered his belief that the
process is established. In addition, once the child exits the
program any residual allotnment wll be returned to the

district. He did not foresee this happening.

CHAI R HAWKER was reassured knowi ng the funds would revert to the
districts.

3: 05: 09 PM

CHAIR HAWKER referred to Senate Section 16, noting the House
proposes to prohibit funds being spent on the inplenentation of
"common core" standards inplenmentation for K-12. He was unsure
if this reaffirnms current practice or if it would constrain the
departnent's ability to operate and develop the state's
curricul um

COW SSI ONER HANLEY related that the "common core" standards
were developed as a national novenent. Al aska chose to
reference sone of those materials but developed its own
standards. Thus, the departnent never adopted the "comon core"
standards. He suggested that this |language is being proposed to
insure that the state won't do so. One thing he noted is that
sponsor of the conponent was clear that the intent is not to
inhibit the adoption of the state standards. Prior to the state
adopting the higher-level standards, sone districts had taken
the initiative to adopt the "comon core" standards. He pointed
out that the expectations from students is simlar in the new
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state standards and the "conmon core" standards at graduation.

Thus, it doesn't create issues for the departnent, especially
given that the state trains specifically to the A aska standards
and much of the verbiage and standards are the sane. For

exanpl e, Anchorage adopted the "common core" standards just
prior to the state noving forward with adopting its standards.
He hoped the intent is not to wthdraw support from any
districts that have noved ahead of the departnent.

CHAI R HAWKER renmarked that the conm ssioner has referenced that
this is a "don't do what you're not doing neasure.”

REPRESENTATI VE GATTIS reported that the |[House Education
Standing Conmttee] worked with the admnistration on several
areas. She referred to Section 4 of the bill, which read:

AS 14.03.083 is anended by adding a new subsection to
r ead:

(d) The departnment and the state Board of Education
and Early Devel opnment nmay not enter into or renew a
contract or agreenent, or participate, wth any
organi zation, entity, group, or consortium after the
effective date of this section that requires the state
to cede any neasure of autonony or control over
education standards and assessnents, including the
determ nati on of passing scores.

CHAI R HAWKER asked whet her that was previous [|anguage].

REPRESENTATI VE GATTI S agr eed. She enphasi zed that the goal is
to not adopt a national standard, to use state standards and
tests for the state to be in control of education in Al aska.
She agreed that the |anguage does what the state is already
doi ng.

COWMM SSI ONER HANLEY appreci ated the work that was done since the

| anguage was previously a little broad. He reiterated that the
current |anguage is not an issue.

CHAIR MEYER indicated that as the comm ssioner states this is
something already being done so the Senate did not view the
| anguage as necessary and didn't include this |anguage.

3:12:16 PM
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CHAI R HAWKER directed attention to House Section 16, noting the
Senate version did not include this provision, which will add a
requi renent that the state Board of Education reconmmend changes
to pronote efficiency in the adm nistration of public education.

REPRESENTATI VE GATTIS said the intent is to identify and pronote
efficiency in the adm nistration of public education.

COMM SSI ONER HANLEY answered that this provision was part of the
House CS for HB 278. Certainly, the state Board of Education
(BOE) does not shy away from maki ng reconmendati ons or offering
support. He voiced concern over the |language as witten in that
it requires the BOE to make recomrendations as to the nmethod of
educati on spending by state and school districts that results in
ef ficiencies. In reviewing the BOE s duties, which are in
statute, this l|anguage seens to fall outside its duties and
pur vi ew. He related that BOE nenbers are policy oriented and
are not experts in nethods of education spending at school
district levels or making recommendations to the |egislature on

educati on spendi ng. He referred to sonme of the duties and
policies, for exanple, that the BCE shall adopt statew de goals
on regulations regarding application and award of grants. The

current legislative report requires the BCE to provide a sunmary
of resolves and rationales in support of policy decisions,
program or curriculum changes made, and additional information
relevant to the efforts to inprove education. It seens to be a
stretch to ask the state BOE about nethods of educational
spending, since it seens to be outside of the BOE s duties and
experti se.

CHAI R HAWKER renmarked that the |legislature retains the authority
to appropri at e, whi ch is solely t he | egi slature's
responsi bility. He suggested that the conm ssioner has given
the | egislature a good groundi ng.

REPRESENTATI VE GATTIS remarked this |anguage cane about in the
|atter hours and didn't get a lot of discussion. She said this
| anguage does not represent a sticking point.

CHAI R HAWKER thanked Representative Gattis, remarking he was
beginning to see a way forward through this process.

3:16:19 PM
CHAIR HAWKER referred to Senate Section 20 to the changes to the

debt rei nbursenent program percentages. He acknow edged t hat
this is a serious conmponent of HB 278 and is one of the
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contentious points between the House and the Senate versions of
the bill.

CHAIR MEYER offered several reasons Section 20 needs to be

considered. If the state isn't fortunate enough to increase oi
production and doesn't build a gas pipeline or control expenses,
the state will have used up all of its savings in ten years.

The legislature doesn't have nmuch control over the 60/40 debt
bond rei nmbursenent program yet the state nust pay 60 percent of
bond debt reinbursenent. Thus, the Senate's approach was not to
incentivize the 60/40 bond debt reinbursenent program by
flipping it to a 40/60 ratio. The 70/30 program has been a
little nore successful because the conm ssioner has a little
nore control over how that noney is spent; however, when a | ocal
school district passes bonds, the state is liable for 70 percent
of the bonds and |ocal community is responsible for 30 percent.
He deferred to the comm ssioner; however, he noted this program
is heavily used and it costs the state significant noney.

CHAIR HAWKER explained that the 70/30 program was initially
established as a bal anced program that involved both the schoo
debt and school grant prograns. He asked about the historica
outl ook and noted that the legislature may consider suspending
the program for several years.

COWM SSI ONER  HANLEY responded that the 70/30 has severa

paranmeters in order for a school to qualify, which includes a
square footage ratio to students, and a denonstrated need for
t he program This program has provided a powerful way for the
schools to maintain their facilities and build facilities when
needed. The 60/40 program does not have those paraneters so it
allows school districts to work outside those square footage
par anmet er s. They also don't have to denonstrate need; however

he cautioned that these bonds are not frivolous, but are used to
mai ntain school facilities. He suggested it m ght nake sense to
protect the integrity of the 70/30 program nore so than the
60/ 40 program

CHAI R HAWKER asked for a foundational view of the history of the
debt program

3:22:33 PM
ELI ZABETH SWEENEY  NUDELMAN, Director, School Fi nance and
Facilities Secti on, Depart ment of Educati on and Early

Devel opnent (EED), highlighted the grant program and the debt
pr ogram The grant progranms use a conpetitive process, noting
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that projects are ranked by the departnent, and the |egislature
funds the projects in rank order. One list covers nmgjor
mai nt enance and another construction. The lists overlap, but
the grant list allows all districts to participate and the debt
program is |limted to nunicipalities with bonding abilities.
Al though nunicipalities can bond, not all nunicipalities have
the financial backing to do so. Anot her overlap between the
debt and grant prograns is the participating share based on
qual i fying square footage and nmj or maintenance projects on the
debt program is 30 percent, with the state paying 70 percent

The participating share in the grant program is based on the
assessed val ue per [Average Daily Menbership] ADM The Regi ona
Educati on Attendance Areas (REAAs) are set at two percent and
each district in the grant program has a participating share
that ranges from 5 percent to 35 percent. For exanpl e,
Anchorage has a 30 percent participating share in the grant
program whi ch equals the 30 percent in the debt program

CHAI R HAWKER suggested there is a carefully constructed inter-
rel ati onshi p between these prograns.

3:25: 06 PM

REPRESENTATIVE KITO 111 noted that the change in the debt
program decreases the mpjor split from 70/30 to 60/40 wth the
districts receiving 60 percent, but having an ability to go to
the grant list and only pay the 30 percent participating share.
Thus the pressure would be transferred from the debt programto
the grant program He identified this as the "balancing act."

For exanpl e, if the participating share was changed in
conjunction with the debt reinbursenent rate, municipalities
would still be using the debt program as opposed to being
incentivized to apply for the grant program Again, this

represents the balancing of the two prograns. Therefore, if the
| egi sl ature decreases the debt reinbursenent rate on the debt
program there is a strong possibility that nunicipalities that
can obtain a 30 percent participating share will use the grant
program then try to get on the grant |list since there is a
financial incentive for themto do so.

CHAI R MEYER asked for further clarification on participation in
the grant program [those on the list] since it seens |like the
incentive for nunicipalities is to try for the 70/30 or 60/40
prograns rather than to wait for a grant.

COWM SSI ONER HANLEY agreed that the list is extensive.
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M5. NUDELMAN estimated perhaps 150 projects have currently been
eval uated and are awaiting funding, but it doesn't address al
the projects awaiting major maintenance grants. Districts are
limted to the nunber of requests they can nmake so they tend to
work on their highest priorities, understanding project funding
is limted. Thus, many nore projects are waiting to get on the
list.

REPRESENTATIVE KITO Il commented that it nmay be a good idea to
suspend new construction; however, the concern he has is related
to the major maintenance list or the debt program that supports
maj or mai nt enance. He offered his belief that suspending the
program wll delay routine facility naintenance and could
decrease the sustainability of those buil dings.

CHAI R HAWKER acknow edged that suspending the 60/40 program
woul d put nore pressure on the grant and nai ntenance |ist.

REPRESENTATI VE KITO |11 agreed.
3:28:29 PM

CHAIR MEYER asked for further clarification on whether mjor
mai nt enance approved by the departnent is eligible for the 70/30
programor if it would fall under the 60/40 program

M5. NUDELMAN answered that currently major nmintenance is
eligible for the 70/30 program and itens such as roof and
boiler repairs fall under the 70/ 30 debt program

3:29:19 PM

REPRESENTATI VE GATTIS said is inportant to keep buildings
mai nt ai ned and suggested retaining the nmai ntenance aspect.

SENATOR HOFFMAN  conmented that the problem wth major
mai ntenance is that although the list continues to grow the
state has not been funding anything on the |ist.

3:30: 36 PM
CHAI R HAWKER directed attention to Senate Section 23, related to
the residential school stipend with a $2.25 million fiscal note,

which is not in the House version.

COWM SSI ONER  HANLEY explained that the state has severa
residential schools, which are funded just |ike any other
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schools through the BSA and the [foundation] fornula; however,
these schools also receive a stipend for a residential
conponent .

CHAI R HAWKER asked whether the residential school stipend is
funded through the BSA or the foundation fornula.

COW SSI ONER  HANLEY answered that it is funded through the
foundati on fornul a.

CHAIR HAWER clarified that the foundation funding is
substantially nore than just the BSA

COW SSI ONER HANLEY expl ai ned that residential schools receive a
boardi ng stipend to help cover the cost of housing, feeding, and
nmonitoring students for 24 hours per day. Last year, a proposal
was before the legislature to increase that funding to reflect

actual costs. The legislature increased the funding for
residential conmponents, but did not fully fund it. He said the
$2.2 mllion will raise the stipend to approach actual costs to

house students, noting the rate for the nobst expensive district
for a residential student's room and board is at $59 per day and
the |l owest is at $40 per day.

CHAIR HAWKER asked whether the $2.25 mllion will bring the
funding level up to last year's recomendation that was
partially funded.

COWMM SSI ONER HANLEY answer ed yes. In response to a question he
said it does not exceed the departnment's request but reflects
t he exact request by Senator Coghill and Representative Gattis.
3:33:26 PM

CHAIR HAVWKER turned to Senate Section 24, which wll increase
the required local contribution froma 2.65 mll rate to a 2.8
mll tax |evy. He asked Commi ssioner Hanley to provide
background i nformation. He referred to a handout in nenbers’

packets entitled "Departnent of Education & Early Devel opnent,
Prepared 4/19/2014, FN: Increase to required MII rate 2.65 to
2.8." He stated that this chart identifies the cost per schoo
district.

COW SSI ONER HANLEY answered that the mll rate averaged 2.9
mlls prior to a change that occurred two years ago. At a
certain point new properties came in with a mll rate of 2.0 so
districts fell between 2.0 and 4.0 dependi ng on how quickly they
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were grow ng, the value of property, and the property tax rate.
Thus, on average the m Il rate was about 2.9. Two years ago the
| egi sl ature chose to take on nore of the share. The basic need
is determ ned by |local and state contribution, he said.

CHAIR HAWKER interjected that this change was adopted under
Senate Bill 182 wunder actions taken by the House Finance
Standing Comm ttee on 4/14/2012.

COWM SSI ONER HANLEY explained that the mll rate represents the
| ocal contribution of the basic need for schools and school
districts. In April 2012, the legislature chose to establish
the mll rate at 2.65 for all districts. This neans funding for
the basic need was shifted to the state, requiring the state to
pick up an additional $20 mllion from local nmunicipalities.
This proposal would shift it back to about $11.9 million.

CHAIR HAWKER renarked that the 2012 bill was a gratuitous
transfer of school funding responsibility from the |ocal schoo

districts to the state at $20 million. This provision would put
the responsibility of approximately $12 million back on |ocal
school districts and reduce the state's cost of funding basic
educati on. He characterized it as a basic cost-shifting with a
net benefit to the state. He directed attention to M. Teal's
af orenenti oned spreadsheet to a footnote |[Senate Section 24
proposes increasing Required Local Effort (RLE) from 2.65
[mlls] to 2.8 [mllIs]]. This provision would increase RLE by
approximately $12 mllion and reduce state funding by the sane
amount, he sai d.

COW SSI ONER HANLEY agreed that it is a cost-shift; however, it

will not change the anount of the overall funding to school
districts.

3:38: 29 PM

CHAI R MEYER said he has asked his staff to provide conparisons
using different mll rates, such as 2.7, 2.75, or 2.9 since the
Senate felt this proposed nunber was part way between the 2.65
and the average rate in 2012. He recalled at the tinme the

| egi sl ature changed the rationale for funding, the vote was
cl ose, and sone uncertainty existed anong the nenbers about the
overall effect of the change. Now that the Senate has had nore
time to consider this matter, he considered that perhaps the
state may have taken on nore of the burden than it should have.
It now appears that comrunities should carry nore of a burden.
Certainly, it's up to communities to decide whether they want to
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voluntarily provide nore funding in the BSA process; however,
muni ci palities should contribute nore to education so the burden
is not on the state, he said.

CHAIR HAWKER referred to a summary sheet being distributed to
menbers [entitled, Departnent of Education & Early Devel opnent,
Prepared 4/11/2014, Request Local Effort adjustnent], which
shows a spectrumof rates. In response to a question, he agreed
the mll rate was set at 4.0 for nmany years.

CHAIR HAWKER further clarified that the average for the ol der
property mll rate was set at 4.0 and newer property was set at
2.0, and that the average mll rate was 2.9.

COWMM SSI ONER HANLEY agr eed. He related his understandi ng that
the nunmber was chosen from the nmnunicipality with the |owest
effective mll rate, which was the MSB's rate at the tine
al t hough he adnmitted he did not participate in the discussion.

CHAI R HAVWKER restated that the average mll rate was 2.9.

3:41: 58 PM

REPRESENTATIVE KITO I1l noted that the overall effect of
increasing the mll rate will be an increase on |ocal property
taxes since it will place nore of a burden on |ocal governnent.

CHAIR MEYER pointed out that nunicipalities have a choice
whet her to increase property taxes or sales tax in areas with an
est abl i shed sal es tax.

REPRESENTATI VE GATTIS explained that the Matanuska-Susitna
Borough (MSB) doesn't have a sales tax so it would result in a
property tax increase.

CHAIR HAWKER identified Section 24 as one of the itens of
contention between the House and the Senate versions of the
bill.

CHAI R HAWKER rel ated that Senate Section 25 allows for voluntary
| ocal contributions and the House does not find this to be a
probl em

3:44:10 PM
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CHAI R HAWKER directed attention to Senate Section 26, which wll
raise the correspondence study factor from 80 percent to 90
percent of the BSAwith a $6.1 mllion increnent.

COWM SSI ONER HANLEY stated that the departnment is neutral on
this issue. The $6.1 nmillion in funding would go to districts
for their correspondence prograns.

3:45: 17 PM

SENATOR DUNLEAVY observed that a theme runs through the bill to
incentivize | ower cost approaches to education. The
correspondence homeschool concept in sever al districts
represents a neans to educate kids at a nuch lower rate than in
the cl assroom The state developed a system in the past 50

years that provides schools in every community, wth classroons
of approximately 25 students. The fiscal situation doesn't | ook
as promsing and as the state faces fiscal wuncertainty the
guestion arises as to how to pivot the system to reduce costs
yet maintain a quality education for kids.

SENATOR DUNLEAVY related a scenario to illustrate how the
| egi slature inpacts | ocal districts either by creating
incentives or else by penalizing districts via |egislation.
Senate Section 26 was developed to incentivize |ow cost
appr oaches. What conpl i cates this process is t hat
correspondence students have not been viewed as public school
students even though they are part of the public school system
In some districts hybrid progranms exist and sone honeschool
students take sonme courses at the brick and nortar school s. He
characterized this approach as providing nore flexibility for
the districts, especially those with a diverse population, and

to offer a different approach to engage nore famlies. Many
homeschool students have statistically remained outside of the
system This proposal attenpts to incorporate a | ower-cost
program and incentivize it to see how districts and schools
respond. He viewed Senate Section 26 as a neans to reduce
costs.

3:48: 48 PM

REPRESENTATIVE KITO 11l said it 1is inportant to not over

incentivize prograns that may take enphasis away from the state
provi di ng education for students in neighborhood schools.
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SENATOR DUNLEAVY said the district receives funding and
determnes the distribution so it should help the nei ghborhood
school s.

CHAI R MEYER asked when this i ssue was | ast rai sed.

COM SSI ONER  HANLEY reported that the [foundation formula
funding factor for correspondence students] was initially set at
.80 when the program was switched from the statew de Al yeska
correspondence program in the early 2000s. In response to a
guestion, he agreed that .80 was the initial nunber chosen in
2000.

SENATOR  DUNLEAVY  asked for further clarification t hat
[foundation formula funding factor for correspondence students]
was never funded at 1.0 but has al ways been set at . 80.

COWM SSI ONER HANLEY explained that it was funded differently
when the state operated a statew de correspondence program but
the funding factor shifted to .80 when correspondence prograns
[were of fered by districts.]

CHAI R HAWKER asked for clarification when that change occurred.

COW SSI ONER HANLEY was unsure of the exact date, but believed
it was in the early 2000s.

3:50: 22 PM

CHAIR HAWKER turned to Senate Section 27, which was originally
in the governor's bill. This language would allow a charter
school with at least 75 students to obtain additional funding
for the first three years. Currently, charter schools obtain a
suppl ement for the first year only. This proposal would change
the fornmula by renoving language limting the adjusted student
count for a charter school to 95 percent of the student rate for
a school that has 150 or nore students.

3:51:19 PM

REPRESENTATI VE GATTIS clarified that the governor's proposal was
accepted in the House Education Standing Commttee, but was
del eted in House Finance Standing Comrittee, probably due to the
cost .

COWMWM SSI ONER HANLEY related that the fiscal inpact would be
$483, 000.
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CHAIR HAWKER pointed out it is listed on M. Teal's chart as
formul a changes for charter school size factor at $483, 900.

3:51:48 PM

SENATOR DUNLEAVY offered his belief this is an attenpt by the
Senate to reach out to a diverse group of Alaskans who want to
be engaged in public education. Al t hough charter schools are
public schools they have struggled to gain a foothold. Senat e
Section 27 recognizes that charter schools provide a valuable
approach to education to engage nore students each year and this
hel ps them obt ai n adequat e fundi ng.

3:52:36 PM

CHAI R HAWKER, referring to House Sections 20-22, stated he would
set aside the BSA issues for now. He directed attention to
House Sections 23 and 24, which he characterized as a policy
call on teacher tenure.

REPRESENTATI VE GATTI S suggested that some teacher tenure studies
exist and it mght be possible to | ook at teacher tenure.

3:53:40 PM

The commttee took a brief at-ease from3:53 p.m to 3:56 p.m
3:56:26 PM

CHAI R MEYER stated that although teacher tenure is not included
in the Senate version of the bill, teacher tenure is of interest
to the Senate.

3:57:44 PM

CHAI R HAWKER directed attention to House Section 47 and Senate
Section 55, to the two salary and benefits studies proposed.
The House study would be due on January 1, 2016, but the
Senate's took the approach of using an LB&A study with a report
due January 1, 2016.

COWM SSI ONER HANLEY deferred to Senator Faircl ough.

3:58: 42 PM
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SENATOR ANNA FAI RCLOUGH, Al aska State Legislature, as Chair of
the Legislative Budget & Audit Commttee, stated that the Senate
Finance Commttee considered previous LB&A studies that were
underway to review health care benefits statew de. A Senate
Fi nance subcomm ttee held over the past interim evaluated the
| argest cost drivers for all school districts statew de and

identified health care costs as the largest driver. The LB&A
Comm ttee has gat hered considerable information about individual
benefits in each school district. The question was whether to

build on the current information or ask the administration to
restart the process. She deferred to the commttee with respect
to the approach to take. As Chair of the Legislative Budget &
Audit Committee, stated that the LB&A study on health benefits
could be built on as a cost savings opportunity. She noted that
the House will chair the LB&A conmittee next |egislature.

CHAI R HAWKER rel ated his understanding that it would be a pretty
substantial cost savings issue.

SENATOR FAI RCLOUGH answered that the proposed overall cost
savings were estimated at $45 million, but as the conmttee dug
deeper it was the Senate Finance subcommittee's position to
honor collective bargaining. The <contractors had wused a
conbi ned approach. The conmmttee broke the costs into
i ndi vi dual years.

CHAIR HAWKER interjected that he was actually interested in
further clarification on the cost of performng the studies. He
recalled that if the DOA performed the studies it could cost
$600, 000, but if the LB&A committee continued the costs nmay be
cl oser to $100, 000.

SENATOR FAI RCLOUGH advi sed that the noney has been invested and
LB&A estimated it could conplete the initial survey for
$150, 000.

CHAl R HAWKER asked whether the LB&A' s work had been done under
the Chair's signature authority.

SENATOR FAIRCLOUGH related that the Senate Finance Standing
Commttee has been housing the contract itself, wth Suzanne
Arnmstrong as the project coordinator, but LB&A has been
coordinating it.

4:01:40 PM

FREE CC on HB 278 -43- April 22, 2014



SENATOR DUNLEAVY explained that the work was the result of SB
90, which passed the legislature in 2013, but the study needed
nmore tinme nore tinme to flesh out the information.

REPRESENTATI VE GATTIS reported that the House doesn't consider
this to be a sticking point. She stated that this |anguage was
put in as a recomendation by the Sustainable Education Task
Force during the House Finance conmttee neetings; however, the
House doesn't have any preference for which agency perfornms the
st udi es.

REPRESENTATI VE KITO 111 asked for further clarification on the
advertising process and how the contracts are solicited.

SENATOR FAI RCLOUGH expl ained that a |egislative team consisting
of three to five nmenbers will identify the criteria and work
with the procurenent officer in the Legislative Affairs Agency
on a request for proposal (RFP) which would be public noticed
and di stri but ed.

4:04: 00 PM

CHAI R HAWKER renarked that he appreciated the clarity and can
see a route forward. He ski pped past Sections 50 and 51 which
are studies proposed for the foundation forrmula, including the
district cost factor and the school size factor, noting this has

been quite contentious in HB 278. He suggested substanti al
i nt er est exi sts W thin t he | egi slature to conduct a
conprehensive review of the foundation forrmula and not limt it

to just a few vari abl es.
4:05:18 PM

REPRESENTATI VE GATTIS asked for further clarification on the
January 31, 2017 reporting date and whether it should be January
31, 2016.

CHAIR HAWKER referred to Senate Section 52, which directs EED to
do a study on developing energy and engineering efficiency
statewide for school design and construction with a fiscal
i npact of $620, 000.

COMWM SSI ONER HANLEY answered that this wll require EED to
consi der prototypical designs with the idea of enhancing energy
efficiency in the state, potentially with nodels that can be
expanded. He characterized this study as being simlar to the
LB&A studies in that the EED would |ikely contract this out.
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CHAI R HAWKER char acterized Senate Section 52 as a funding policy
call.

4:07:13 PM

CHAIR HAWKER directed attention to Senate Section 53, which is
an expansion of the ANSEFP's [Alaska Native Science and
Engi neering Programis] STEM programinto the mddle schools with
a termnation date of June 30, 2017, which essentially creates a
pilot program noting the ANSEP program has been a very
successful nodel .

COWMM SSI ONER HANLEY concurred that the STEM program has been a

very successful nodel. Al though ANSEP is not listed in the
bill, it is a nodel that fits the STEM [Science Technol ogy
Engi neering and Math] program very well; however, it does not

precl ude anot her program from bei ng consi dered.
4. 08: 48 PM

SENATOR DUNLEAVY related that the enphasis in mddle school
woul d be to conme out of mddle school with Al gebra | concepts.

COWM SSI ONER HANLEY answered that is correct. In response to a
guestion, he acknow edged that it has encouraged raising the
bar .

CHAI R HAVWKER poi nted out that the STEM program has a $3 nillion
fiscal I mpact and is on M. Teal's  spreadsheet for
consideration. This concludes the inventory of the policies and
poi nts that require additional conversation, he said.

4:10:10 PM

CHAIR MEYER turned to Senate Section 54. He related that the
governor previously reconmended renoving the H gh School
Graduation Qualifying Exam (HSGQE) exam but the Senate took it
further and allowed students to get their diploma if they
initially failed the exit exam

COW SSI ONER HANLEY agreed that the goal is to renove the HSGCE.
The | anguage also mrrors the | anguage that was in a House bill.
The governor had initially planned to phase out the HSGQE over
three years and this |anguage just is another way to achieve the
sanme result. In doing so, it would allow students who have net
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all other criteria and received their certificate of achi evenent
to receive a diplona.

CHAI R HAWKER rel ated his understanding that if this |anguage was
retained and the diploma was issued retroactively that the
requi renments would still need to be conpleted for graduation.

COWM SSI ONER HANLEY agreed that these students would need to
have nmet all other graduations requirenments, but are students
who sinply did not pass a portion of the exit exam

4:12: 44 PM

CHAIR HAWKER returned to the core school funding approach to
identify the differences that exist between the |legislative
bodi es. He asked M. Teal to explain the different between the
House and Senate versions of HB 278. He stated that the House
version used a multiple-year approach on a BSA increase with a
smal | er amount funded outside the BSA [fornula] in year one.
The Senate's approach was to provide three years of commtted
fundi ng outside the [BSA] formul a.

MR. TEAL agreed with the summary. He said people could argue
whet her one approach is better than the other; however, the
primary difference is that the BSA is typically considered to be
a pernmanent increase. Technically, it is not a pernmanent
i ncrease since the BSA can always be changed downward. The sane
woul d be true for a one-tinme increase. He did not recall a one-
time increase that has ever been renoved and typically the
increase has been rolled into the BSA;, however, he rem nded
menbers that one legislature can't bind any future | egislatures.

CHAIR HAWER said that the Senate's approach is easy to
understand since it is to fund $100 mllion each year outside of

t he BSA. Since the approximate conversion rate is that every
$25 million increase outside the BSA equates to a $100 increase
in the BSA, this essentially neans that $100 mllion in each of
those three years roughly equates to a $400 [dollar] increase
[to the BSA] for each of the next three years. The House
version was not quite as generous, he said. He asked for

further clarification on how the House BSA increase works since
it my be a little confusing.

MR. TEAL referred to his spreadsheet to the House FY 15 columm
with a line item of $30 mllion [$30,000.0], whereas the House
columm contains $30 nillion outside the BSA and $45 nmillion
[ $45,832.2] as a BSA increase, or a $185 increase to the BSA,
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bringing the total BSA to $5, 865. However, converting the $30
mllion to a BSA equivalent nmeans that the $76 mllion total
di stributed according to the fornula converts to a $303 increase
in the BSA [listed as the Approximate BSA Equival ent (Doll ars)
on the spreadsheet. ]

CHAIR HAWKER, referring to the spreadsheet, asked for further
clarification that the [BSA increase] of $185 includes rolling
past one-tinme funding of $25 mllion.

MR. TEAL answered that is correct. The governor's proposal to
include $25 mllion was deleted from the operating budget;
however, it was replaced in the House version of HB 278 with $30
mllion outside the BSA The Senate |anguage increase of $100
mllion outside the BSA plus <changes in the fornmula to
correspondence and charter schools brings the Senate's total to
$106 million, which equates to a $427 increase to the BSA

4:18:12 PM

CHAIR HAWKER asked for further clarification on the growth
factor inside the BSA funding.

MR. TEAL reported that the House version [inside the] BSA
funding increases by another $58 in FY 16, bringing it to
$5,923, but the cost drops in the total distributed amunt
according to the formula because of the reduction to the $30
mllion outside the BSA. He suggested thinking of it as going
from $45 mllion inside the BSA to $60 nillion in FY 16 and
bringing that up to $75 million in FY 17.

CHAI R HAWKER related his understanding that the current House
version does not nmake a commtnment for any outside the BSA
anmount .

MR. TEAL answered that is the reason there is a reduction from
$75 mllion to $60 mllion. The net is $75 mllion mnus $30
mllion, which drops to $45 mllion, but raising the BSA by $58
adds in the additional $14 mllion. The House has nore nopvenent
but it is wunderstandable if one thinks of it sinply as
increasing the BSA by $185, then another $58 increase, and
anot her $58 increase, whereas the Senate increnent is constant
for three years.

CHAI R HAVWKER highlighted the House Finance Standing Commttee

took a very neasured approach to conserve as nmuch noney as
possible while providing adequate investnent in the BSA
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al though he acknow edged it doesn't nmke as nmuch of an
investnment as the Senate does. The House version wanted to
split sonme of it between "inside and outside" the BSA, he said.

4:20: 44 PM

CHAIR MEYER commented that the public requested stability and
this gives schools $427 in increased funding that can be counted
on for the next three years. Al though the Senate's funding
level is higher than the House, the House could still add
additional funding outside of the fornmula funding in FY 16 and
FY 17 to increase their education funding. The Senate does not

intend to further fund the fornmula, but wll study the
foundation formula over the next three years and try to fix it.
Since the process is significant, it will take several years to
acconpl i sh. In addition, the Senate's goal is to hold the

districts harmless for the next three years while the foundation
formula is studied and avoid an annual battle. This represents
the Senate's attenpt to adequately fund education for the next
three years.

4:22:12 PM

CHAI R HAWKER enphasi zed t he House's approach was to commt to an
increase to the BSA for the next three years, but the Senate's
approach makes a conmitted and forward funded approach using an
outside the BSA [formula] nmechanismto fund educati on.

4:22:32 PM

SENATOR DUNLEAVY explained the wunderlying philosophy in the
Senate's approach has been to support the neighborhood schools
while exploring ot her appr oaches such as residential,
correspondence, charter schools, and honme study prograns. The
Senate's approach woul d provide three years of sustained funding
at a level to meet the needs of the minstay schools and
districts while at the sane tine exploring other approaches and
opportunities. At the sanme tinme the studies wll provide
i nformati on and an understanding for future decisions.

SEANTOR DUNLEAVY said the House and Senate's [ Standing]
Education Comm ttees have |ooked at funding and sustainability.
M. Teal has identified that by 2024 three itens nay consume the
state's entire budget. He recalled a prior funding shortfall in
the 1980s and subsequently funding began to fall apart. The
state could currently be hemmed in by price and declining
production that <could result in an wunsustainable |evel of
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f undi ng. Instead of waiting for an exhaustion of funding
reserves, he suggested the |egislature could nmake determ nations
and see what can be acconplished to |ower educational costs by
exam ning different approaches while still trying to maintain
the quality of education.

CHAI R HAWKER remar ked that that was a wel | -stated expl anation
4:25:13 PM

SENATOR HOFFMAN al so rem nded the conmttee the last tine the
state had an extended BSA increnment was when the |egislature
i npl enented recomrendati ons by an education task force, chaired
by Representative Hawker. At the tinme the general consensus by
t he education community was that they were satisfied.

SENATOR HOFFMAN expressed concern that the House's current
approach doesn't increase the BSA to the anmpunts the education
comunity would like, which is a $400 increnent this year, and
an additional $125 increnment each of the next two years for a
total BSA of $650. In fact, the House falls well short of that

f undi ng. He doubted the education comunity could support the
House's approach to only add $185 to the BSA, with a $58
increnent in the next two fiscal years. He anticipated the
response wll be that that Ilevel of funding is woefully

i nadequate to neet the educational needs of Alaska's students.
At a tine when the legislature is addressing education, it is
unsatisfactory to endorse such low increnents to the BSA He
wonder ed whet her the BSA will be addressed again in two years or
if the $30 mllion in funding nmeans that education needs wll
continue to be funded outside the [foundation] fornula each
year. He did not agree wth the House's perspective on
education funding for the next three years.

CHAI R HAWKER responded that he cannot speak for the House;
however he offered his belief that the House has taken an

approach of "living within our neans." He suggested that it's
easy to raise [the BSA funding], but nearly inpossible to take
sonet hi ng away. The general sentinent of the |egislature and

the public is that value is not being realized from the schools
and student perfornmance. Thus, instead of rewarding the status
quo by "witing a check"” the state needs to be shown [student]
per f or mance i nprovenents. "This is the balance that we're in
this commttee to discuss,” he said.

4:29:19 PM
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REPRESENTATIVE KITO 11l conmented that M. Teal has indicated
the level of funding inside the BSA and outside the BSA He
asked whether it would satisfy Al askans that the state is
committed [to education] if the funding over the next three
years was all within the BSA, while at the sanme tinme the studies
are conpleted and the fornulas are readjusted. He asked for
further clarification on the Senate FY 15, FY 16, and FY 17
figures for the BSA increnment of $427; however, he questioned
whether this includes $6 million for correspondence schools and
the $400,000 for the charter school size factor. Still, all
districts don't have correspondence prograns and charter schools
are only in a handful of school districts. He asked whet her
this represents an average for school districts since the other
anounts only apply to sone districts.

MR. TEAL concurred that the funding is not distributed equally
to all districts, but it is allocated on the basis of the
[ foundati on] fornula. The aforenmentioned spreadsheet indicates
that it's a formula distribution like the fiscal note section,
whi ch has the sanme issue, which is the grants to districts since

the state doesn't know how they will be allocated; however, the
state does know how correspondence and charter school nonies
will be allocated. Those funds are placed into the public

education fund and are distributed wthout appropriation
according to the formul a.

REPRESENTATIVE KITO 111 expressed concern that the $427 BSA
equivalent is actually not going to be the sanme for every
district. He asked for further clarification that this figure
Wil be the anount for school districts that receive
correspondence and charter school funds, but it wll be |ower

for those schools w thout correspondence or charter schools.

MR TEAL answered that is correct. He characterized it as a
formul a distribution.

CHAI R HAWKER related his understanding that [funding for those

schools] will not be appreciably | ower.
MR. TEAL agreed that is correct. He clarified that the $6
mllion in funding is out of a $1.2 billion program so the

"needl e" won't be noved very far.
4:32: 03 PM

REPRESENTATI VE GATTI S advi sed nenbers that the House Education
[Standing Conmittee] did not review the BSA or financial
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portions, but deferred the financial aspects to the House
Finance [Standing Committee] to review. Certainly, nenbers have

an obligation to nmake decisions to live within the state's
neans. Ganted, it would be nuch easier for the legislature to
simply fund education by "witing the check." However, she

viewed the House's approach as establishing |ong-term education
funding through the BSA The public and sonme nenbers have
expressed an interest in having the total education funding
within the BSA and not outside the BSA She questioned whet her
the state has the ability to continue to fund at these |evels
and whether the studies will exam ne that issue.

SENATOR DUNLEAVY explained that the projections indicate that

the state is not living within it nmeans and this wll continue
unl ess sonet hi ng changes. He said the Senate nodel recognizes
this and attenpts to pivot and consider other approaches to well
educate Al aska's children. Continuing to fund neighborhood
schools at the exclusion of other innovative educationa
approaches wll hasten that day. In fact, the educational
system that has evolved over 50 years in Alaska sinply needs
nore noney every year. The | egislature and adm ni stration nust

decide if it wll fall off the cliff in 2024 or if it can
institute innovative approaches using technology, the Internet,
and | ow cost nodels to change the course and |evel-off funding
costs.

4:35:54 PM

MR. TEAL comrented one thing that the conmttee may wi sh to
consider as it deliberates whether to fund inside versus outside
the BSA is that funding outside the BSA does not allow |oca

contributions to increase. Putting noney inside the BSA neans
that |ocal contributions can go up by 23 percent of that anount.

He referred to page 4, to Senate Section 25, which would allow
funding distributed outside the BSA to be used to determne

voluntary | ocal contributions. This would allow |ocal
contributions to increase. That funding would include the
entire $100 million, or sonme other anmpbunt, noting the House has
funding outside the BSA as well. Those funds would increase

voluntary local effort as does quality schools, which is a $16
per ADM grant distributed according to the formula. He recalled

earlier coments that raising the mll rate wll increase
property taxes; however, that will not necessarily raise taxes.
He related a scenario to illustrate that as the mlIl rate goes
up, the local contribution will be nore, but the nunicipalities

can choose not to increase the voluntary effort by that anount.
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CHAI R HAWKER interjected that, for exanple, the community could
pay for it out of existing revenues.

MR. TEAL agreed; however, he said there isn't any I|inkage

between raising the mll rate and increasing taxpayer burden
since a district can contribute nore because the sum of required
and voluntary contributions wll be higher, and they could
choose to contribute the sanme anount, or they could choose to
contribute |ess. He acknow edged sone exceptions, such as
Tanana, Nenana, and other districts that have very |ow |ocal
effort so an increase could affect them He said that nost

districts contribute a significant anmount of noney voluntarily.
He offered to provide a spreadsheet for the next neeting that
show whi ch school districts m ght be affected.

CHAIR HAWKER confirnmed that the comrmittee would |like to have
t hat additional information.

4:39:21 PM

CHAI R HAWKER suggested the free conference conmttee on HB 278
has chall enging deliberations ahead. He counseled nenbers to
focus on possible outcones and not perfect outcones and to al so
seek common ground to build on to reach resol ution. He assured
menbers that neither body will dictate final provisions in the
bill. He highlighted that the comon objective is to achieve
what is possible today to inprove schools and conmt to |ong-
term and sustainable funding increases. He acknow edged Senat or
Hof fman related the legislature previously took a collaborative
appr oach. He also anticipated the free conference conmttee
process will take sone tine. He announced that the proposed
"consent"” free conference commttee substitute for HB 278 is now
avail able for distribution, which he hoped the commttee wll
adopt as a wor ki ng docunent.

4:43:19 PM

CHAI R MEYER enphasi zed that the Senate would |ike to continue
del i berations and asked whether the commttee could identify
out standi ng i ssues other than the funding issues.

CHAIR HAWKER related his wunderstanding that the outstanding
issues are the ones just discussed with the comm ssioner. He
asked to have staff review the issues for nenbers.

4:44: 42 PM
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M5. LUCKY clarified that she just received the proposed free
conference "consent"” commttee substitute [FCCS for HB 278] and
hopes to post it to the Bill Action Status Inquiry System
(BASI S) soon.

M5. LUCKY reviewed the prelimnary actions the commttee has
t aken. She indicated the House and Senate reached consensus on
Section 1. Many of the sections on page 1 [of the HB 278
Conpari son section-by-section] relate to the HSGQE or exit exam
The proposed [FCCS for HB 278] would repeal the exit exam but
does not propose an alternative assessnent vehicle, address
retroactive diploms, or include a period to retest since those
itenms may require additional discussion.

M5. LUCKY advised that the House version included statenents on
ceding control and "common core" standards, which are not in the
proposed [FCCS for HB 278] however, anendnents are being
drafted. She related the new statutory references in AS
14.03.126, AS 14.03.127, and AS 14.03.128 in Senate Section 7,
include funding for Internet services, personalized |I|earning

opportunities grant prograns, and innovative approach to
| earning grants, but are not in the proposed consent [FCCS for
HB 278], but will be considered as amendnents.

CHAI R HAWKER stated that the proposed consent [FCCS for HB 278]
was a col | aborative process.

4:46: 45 PM

M5. LUCKY indicated that Senate Sections 8, 9, and 11 were the
sane; however, since the [HSGQE] exit exam was repeal ed, these
sections were witten a little differently since the assessnents

or diploma options are not yet resolved. In addition
outstanding issues include the fiscal 1issues, including debt
rei nbursenent, the residential school stipend, the mll tax
| evy, correspondence study factor increase, and funding for
charter school s. She turned to House Section 15 and Senate
Section 16, noting |language related to the "conmon core"
standards will be renmoved and will becone an anendnent.
REPRESENTATIVE KITO 111 asked whether it would be easier to

identify the sections that are not resolved and are open rather
than try to figure out agreed upon |anguage that is in the
proposed FCCS for HB 278.

CHAI R HAWKER agreed and offered to summarize the open sections
that relate to issues that are still unresolved: House Section
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2, related to "secondary" school courses through nastery, not
limted to core topics; House Section 4, related to the state
not ceding any mneasure of autonony or control over education
standards and assessnents. The general sense has been that not
cedi ng autonony is unaninously agreed to as a non-issue. Still
unresolved is Senate Section 7, which includes funding for
| nt er net, t echni cal equi pnent support and training, and
i nnovative approach to learning grants; Senate Section 14
related to correspondence study prograns and student all otnent
roll overs; and Senate Section 16, which is related to the
semantic change to "language arts" for "reading, witing."
Al t hough the "common core" standards inplenmentation | anguage was
not included, he reiterated that there appears to be agreenent
on this.

CHAI R HAWKER turned to House Section 16, which would direct the
state Board of Education (BOE) to make recomendati ons pronoting

ef ficiency. Al though he cannot speak for the House, he
suggested this is an area that will be held tightly to since a
m sunderstanding on the role of the BOE has been identified.
Still unresolved is Senate Section 20, related to debt
rei nbursenent, noting that some conprom se direction has been
i dentified. Senate Section 23 would increase the reconmended
school stipend, which will sinply be a funding decision; Senate
Sections 24 and 25, related to the required local contribution
mll tax levy and voluntary local contribution are unresol ved.
Senat e Secti on 26 woul d i ncrease t he state f undi ng

correspondence study from 80 to 90 percent of the BSA, Senate
Section 27 includes the governor's proposed |anguage for
i ncreased funding of approxi mately $483,000 for charter schools,
which is not included in the House version. He remarked that
seened |ike a good investnent to him

CHAIR HAWKER directed attention to House Sections 20, 21, and
22, as being the "elephant in the room" relating to the "inside
the BSA" and "outside the BSA" |evel of funding. House Sections

23 and 24, relating to teacher tenure still need to be sorted
out .
4:52:21 PM

CHAIR HAWKER said a series of reports and how they wll be
structured represent the linchpin, including identifying aspects
to be included and how to reevaluate and re-engineer education

in Al aska. These studies include the proposed Departnent of
Education's (EED) study on efficient school design and
construction, which seens to nake a |lot of sense. I n addition,
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Senate Section 54 relates to the EED issuing a diploma to those
students who failed the exit exam which he personally thought
was a non-issue. This fits into the larger discussion, which is
whether to require other benchmarking or attainnent standards
instead of the exit exam

4:54:15 PM

CHAIR MEYER asked for further <clarification on the House's
position on the [ HSGQE] exit exam

REPRESENTATI VE GATTIS explained that the public and the
departnment did not find the HSGQE to be as rigorous as it should
be and did not adequately neasure what high school graduates
shoul d know. The conmittee held discussions on how to address
students who passed their final exans, but did not receive a
hi gh school diploma [because they failed the exit exan. She
did not think issuing a retroactive di ploma was an i ssue.

CHAIR MEYER related his understanding that the Senate agreed
with the governor's version of HB 278 that there should be an
SAT, ACT, or WrkKeys assessnent as an alternate assessnent.

4:55:43 PM
The committee took an at-ease from4:55 p.m to 5:22 p. m
5:22:05 PM

CHAI R HAWKER suggested that several additional itens could also
be "taken off the table," since agreenent exists. He directed
attention to House Section 2, related to testing-out of courses
limted to core topics. He asked whether Senator Meyer had a
strong position on the | anguage in Senate Section 2.

CHAI R MEYER answered no; the Senate does not.

CHAI R HAWKER i ndi cated that several House nenbers felt strongly
about this so this would be an item that would go to the House
caucus with the recomendation to keep the House Section 2
| anguage.

CHAIR MEYER offered his belief that would be fine with the
Senat e.

CHAI R HAWKER directed attention again to House Section 4, which
states that the state may not cede any neasure of autonony or
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control over education standards and assessnents. He recalled
Comm ssioner Hanley saying it really is "not doing what we're
al ready not doing." In response to a question, he agreed the
House version would be included in the proposed "consent"
version [FCCS for HB 278].

CHAIR MEYER said the Senate believed the I|anguage in House
Section 4 was not necessary, but it seens inportant to sone of
the House nenbers so it wll be included in the proposed
commttee substitute [ FCCS for HB 278].

CHAI R HAVWKER agr eed. In terms of the [HSGQE] exit exam he
asked whether sone form of attainnment testing should be offered
or if exit exans will sinply be renoved and the matter wll be
addressed in a separate bill next legislative session, if so
desired.

CHAIR MEYER, relating his desire to show good faith effort,
agreed that the Senate will go with the House | anguage to repeal
the [ HSGQE] exit exam

5:25:48 PM

M5. LUCKY explained that the House version of HB 278 did not
repeal the [HSGQE] exit exam however, the House did pass a
separate bill, [HB 220], to repeal the exit exam She clarified
that the House's position was to have a clean repeal of the exit
exam

CHAIR HAWKER clarified that the proposed FCCS HB 278 wll
include the Senate Section 3 language to repeal the exit exam
but will not add the Senate's |anguage to require other
attai nnment testing, [such as the ACT, SAT or WorkKeys].

CHAI R MEYER concurr ed.

5:26:21 PM

SENATOR DUNLEAVY asked for further clarification on the action.
M5. LUCKY pointed out that the conference commttee would adopt
partial Senate Section 3 |anguage to repeal the exit exam but
not require the SAT, ACT, or WrkKeys be taken.

SENATOR DUNLEAVY related that the governor's bill required the

SAT, ACT, or WrkKeys be taken, although no cut score would be
used but an assessnment would be taken. Senate Section 3
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elimnated the current HSGQE. He asked for further
clarification that the free conference committee wll not
requi re any assessnment and that the high school diploma would be
conferred at the local |evel.

M5. LUCKY agreed the exit exam would be repeal ed and there would
not be any other requirenments put into place.

SENATOR DUNLEAVY conmmented said this |anguage is different from
ei ther the House or Senate version.

5:28:09 PM

REPRESENTATI VE GATTIS reiterated that the exit exam is repeal ed
in [HB 220] and enphasi zed that it shoul d be repeal ed.

SENATOR DUNLEAVY agreed, but was unsure that the Senate |anguage
di sm ssed all exans on exit.

REPRESENTATI VE GATTIS explained that the House Education
[ Standing] Commttee considered whether another exam wll be
required. However, after examning the costs of admnistering
an exam such as ACT or SAT or WrkKeys, the WrkKeys was |eft
as an optional exam that wll be given during the student's
junior year, but will not be required in order for the student
to receive a diplona.

SENATOR DUNLEAVY offered his belief that the Senate accepted the
governor's language in the bill so the Senate may not concur
with this change.

5:30: 57 PM

CHAIR MEYER suggested that sone type of neasurenent s
necessary, but it can be acconplished through regul ation. Thi s
woul d allow the departnent to decide if it is best acconplished
by adm ni stering the ACT, the SAT, or WrkKeys, or ACCUPLACER

SENATOR DUNLEAVY asked whether intent |anguage should be
proposed authorizing the departnent to develop regulation to
satisfy this requirenent.

CHAIR HAWKER clarified the free conference conmittee' s process,
such that each body has a caucus it represents and the process

will be to solicit support and concurrence from the respective
caucuses. He asked whether intent |anguage could address sone
type of optional attainment testing. He asked whether an
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uncodified law of intent allows the departnent to promulgate a
regul ation to allow students to take one of the exans.

COWMM SSI ONER HANLEY expl ained that currently the WrkKeys is in
regulation and is required to be taken in the 11th grade. This

will not be affected by the proposed adoption of a [nodified
Senate Section 3]. He indicated that the governor's intent was
to allow students a choice by adding the SAT or ACT instead of
the WrkKeys. |If the SAT/ACT is not added in the bill, students
will continue to take the WrkKeys.

CHAIR HAWKER suggested wusing the governor's |anguage as a
recommendation for optional testing [by adding in the SAT/ACT as
optional exanms students can take instead of WrkKeys]. He
further suggested that the Senate Section 3 be provisionally
adopt ed.

COWMM SSI ONER HANLEY sai d the governor woul d support that.
5:33: 55 PM

REPRESENTATI VE GATTI S asked whether the ACCUPLACER assessnent
will be included.

COWM SSI ONER  HANLEY answered no; that SAT/ACT as well as the
Wr kKeys are all avenues as qualifiers for the Alaska
Per f ormance Schol ar shi p. Currently, students who want to take
t he SAT/ ACT nust pay for it. The adm nistration's position was
that it would save $2.7 mllion by renoving the HSGQE so the
departnment could institute an alternate option and pay for the
SAT/ ACT exans. Currently, the ACCUPLACER is not one of the
tools and was not added to the governor's |anguage in HB 278.

REPRESENTATI VE GATTIS agreed that WrkKeys and SAT/ACT are
alternate exam choices, but questioned not including the
ACCUPLACER exam as a choi ce.

COWMM SSI ONER HANLEY expl ai ned that the departnment will work with
local districts to offer the optional WrkKeys that aim for
students seeking careers, or the SAT/ACT for students who aim
for a college score. He was unsure how the ACCUPLACER exam
would fit within these options.

REPRESENTATI VE GATTI S acknow edged that the ACCUPLACER exam was
never discussed in the House Education [Standing] Commttee.
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CHAIR HAWKER concluded that the Senate approach [in Senate
Section 3] will be taken with respect to the [HSGQE] exit exam
noting this item wll cone before the respective caucuses for
further discussion.

5:36:42 PM
CHAIR HAWKER referred to Senate Sections 7A, 7B, and 7C, which
relate to the Internet, technical equipnent and training, and

i nnovative | earning grant approaches to educati on.

CHAIR MEYER wel coned Senator Dunleavy's participation in the

House caucus to inpart his expertise. He has spent his whole
life in education, serving as a teacher, superintendent,
principal, and on the school board. He described him as

know edgeabl e about education, enploying an innovative and
progressi ve approach to create change in the field of education.
However, at the end of the day it wll relate to |evel of
spendi ng and where it will be spent, he said.

5:38:12 PM

CHAIR HAWKER referred to Senate Section 14, and asked Senator
Dunl eavy to also address the caucus on this |language related to
a correspondence study program individual |earning plans, and
student allotnments. He directed attention to Senate Section 16,
to t he " common core" st andar ds | anguage, whi ch t he
admnistration is sonewhat anbivalent about, although it is
i mportant to some nenbers.

CHAI R MEYER rel ated the Senate [was neutral] on Section 16.

SENATOR DUNLEAVY clarified that the Senate didn't disagree with
t he House.

CHAIR MEYER remarked that he did not believe it is the BCE s
role to discuss spending.

CHAIR HAWKER of fered to reconmend Senate Section 16 with respect
to renmoval of the "conmon core" standards | anguage.

5:39:42 PM
CHAIR HAWKER referred to Senate Section 20, which relates to

debt reinbursenment, which is an area that wll require further
di scussi on.
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CHAIR HAWKER directed attention to Senate Section 23, to
increases for residential school stipends, which is a spending
I ssue. He asked Senator Dunleavy to address the caucus on this
i ssue.

5:40: 06 PM

CHAI R HAWKER identified [Senate Section 24] related to the ml
levy will also be a House caucus conversati on.

CHAI R MEYER acknow edged that the Senate education funding is
nore than the House |evel; however, the Senate is offering a
means to gain a credit. He offered his belief that the
education funding should be shared with nunicipalities. The
proposal is not necessarily a tax increase since nunicipalities
can elect not to do the voluntary portion. He acknow edged it
was a potential savings to the state.

CHAI R HAWKER acknow edged it would be a cost-shifting neasure
fromthe state to the nmunicipalities.

5:41: 08 PM

CHAIR HAWKER referred to Senate Section 26, related to the
correspondence study, and asked Senator Dunleavy to address the
House caucus. He directed attention to Senate Section 27,
related to the charter school start-up funding, renoved in the
House Finance [Standing] Conmttee. He acknow edged that there
has been substantial support for charter schools.

REPRESENTATI VE GATTI S highlighted offered her belief that one of
the things the governor's bill did was address the need for
parity between the nei ghborhood schools and the charter schools.
However, to do so will require substantial funding. The House
Finance Conmittee struggled with the level of spending for
charter schools and renoved the additional funding; however, she
acknowl edged the significant parental support for <charter
school s.

CHAI R HAWKER i ndi cated that Senate Section 27 will be brought to
the House caucus with the recommendation to adopt the Senate
| anguage.

5:43: 09 PM

SENATOR DUNLEAVY renmarked that the charter and correspondence
famlies don't necessarily have an organized constituency group
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or |lobbying group to approach the legislature as a whole.
However, the voice of this group should be heard and can only be
heard through the respective House and Senate nenbers who
represent them

REPRESENTATI VE HAVWKER poi nt ed out many sections have
comonal i ty. He directed attention to Senate Sections 50-53,
related to studies and reporting, which wll require further
di scussi on; however, he said he sees a way forward.

5:45:18 PM

CHAIR HAWKER directed attention to Senate Section 54, which
relates to retroactive high school diplonas. If the free
conference conmttee adopts the Senate's |anguage on testing it
will automatically mean accepting the Senate version of Section
54.

M5. LUCKY pointed out Senate Section 53 is not actually a study
but is for a mddle school pilot program She related her
understanding that it is still an outstanding issue.

CHAI R HAWKER acknow edged it was still outstanding.

5:45: 58 PM

CHAI R MEYER asked for further clarification on teacher tenure.
CHAI R HAWKER sai d the House is divided on this issue.
REPRESENTATI VE GATTIS stated that teacher tenure passed the
House. She said the vote is an indicator the House wants this
i ssue to be brought forward.

CHAIR MEYER remarked sonme Senate nenbers felt very strongly
about teacher tenure. He offered to bring it to the Senate
caucus as well and hoped this is sonething that could be agreed
upon.

5:48: 55 PM

ADJ OURNMENT

There being no further business before the conmttee, the Free

Conference Commttee on HB 278 neeting was recessed to a call of
the chair at 5:49 p. m
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