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[LB466 LB467 LB546 LB651]

The Committee on Education met at 1:30 p.m. on Tuesday, March 5, 2013, in Room
1525 of the State Capitol, Lincoln, Nebraska, for the purpose of conducting a public
hearing on LB651, LB467, LB466, and LB546. Senators present: Kate Sullivan,
Chairperson; Jim Scheer, Vice Chairperson; Bill Avery; Tanya Cook; Al Davis; Ken
Haar; Rick Kolowski; and Les Seiler. Senators absent: None.

SENATOR SULLIVAN: Good afternoon, everyone. We're starting a little bit late; hope
you don't mind. The Retirement Committee was in here over the noonhour, and then we
were lacking a few key senators who were also going to be introducing bills, so we're
ready to begin now and | welcome you all to the Education Committee. | am Senator
Kate Sullivan, Chair of the committee. I'd like to introduce you to the other members of
the committee. To my far left is Senator Ken Haar of the Malcolm area, District 21,
Senator Tanya Cook from the Omaha area; Senator Les Seiler from the Hastings area.
To my immediate right is the Vice Chair of the committee, Senator Jim Scheer of the
Norfolk area; and to his right is Senator Rick Kolowski. Also, one of the members is
going to be our first introducer today, Senator Al Davis of the Hyannis area. To my far
right is Mandy Mizerski, who is our committee clerk; and to my left is Kris Valentin, the
research analyst. We also have two pages helping us today, Phoebe Gydesen from
Lexington, a student at UNL; and Sean Miller, who's a student at the Doane Lincoln
Campus. On our agenda today we have four bills that we're going to be hearing, LB651,
LB467, LB466, and LB546. If you're planning to testify, | would ask that you pick up a
green sign-in sheet that is at the back of the room. If you do not wish to testify but would
like your name entered into the official record as being present for the hearing, there is
a form on the table for that as well. I'd ask that you would fill out that green sheet before
you testify. Please print, and it's important to complete the form in its entirety. When it is
your turn to testify, please give the sign-in sheet to the committee clerk and this will
make sure that we have an accurate public record. If you do not choose to testify, you
may submit comments in writing and have them read into the official record, but please
let us know if that's your intent. If you have handouts, we ask that you have 12 copies
and give those to the pages for handing out to the committee. When you come up to
testify, please speak clearly into the microphone and state and spell both your first and
last names. | would also ask that you please turn off all your cell phones, pagers, and
anything else that beeps. And if you must have a conversation other than testimony,
please take it out into the hall so as not to distract the testifiers and the bill introducers.
We'll be using the light system today for all testifiers. We'll have five minutes to make
your initial comments. There will be a yellow light that comes on when you need to wrap
up your comments. And the red light, when that comes on that indicates that you're
done. Okay, with those details out of the way, | will...our first bill that we're hearing today
is LB651, and the introducer is Senator Davis. Welcome.

SENATOR DAVIS: (Exhibit 1) Good afternoon, Chairman Sullivan and members of the
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Education Committee. | am Al Davis, A-l D-a-v-i-s, and | represent the 43rd Legislative
District. | am here today to introduce LB651. This bill would repeal the property tax
levying authority of the community colleges. The community colleges would be funded
in the same manner as the University of Nebraska and the Nebraska state colleges.
Nebraska's six community colleges fill an important niche in our state's overall
education system. It is obvious that community colleges are great economic engines for
host cities and satellite campus locations, but they provide far less obvious benefits to
Nebraska citizens who live in remote and isolated areas of our state. Property tax is
currently one of the primary sources for these colleges. Supporting community colleges
in this manner places a huge burden on the backs of property owners throughout the
state, but this burden is most troublesome to individuals who live hours away from the
physical location of a community college campus and cannot easily access the college
offerings. The handouts | provided report the 2011-2012 property taxes levied to
support community colleges' area operating budgets. The per-student cost by county
range from a low of about $380 per year from Scotts Bluff County, which includes a
campus site for Western Nebraska Community College, to a high of $30,065 per
student from Wheeler County for Northeast Community College. Travel time from
Wheeler County to a campus of Northeast Community College would be about two
hours. We all know the state carries the responsibility for all other higher education
costs. Support for community colleges should not be borne by property taxpayers in
Nebraska who now pay higher property tax bills than all surrounding states. Earlier this
session, one of the arguments made in opposition to LB405 and LB406 was that they
did not address property taxes. Now that LB613 has opened the door for a
comprehensive review of our current tax codes, it would only make sense to include
community college funding in the state budget instead of obtaining it from individual
property taxpayers. The property tax discussion should start with the following example
as a model from which to build a new taxing structure for community colleges. And what
I've done here is take a particular parcel of random ground in Grant County, Nebraska,
and I'm going to give you a little data on that. The property tax on one piece of land in
Grant County is $76.84 per year for Western Nebraska Community College. The state
of Nebraska has their tax rebate program in which they rebate a certain percentage of
tax to local entities to local taxpayers, which they call a property tax rebate. That piece
of property tax rebate goes back to everybody in the state, whether you own...whether
you live in the state or not. So in one instance, you can say that Ted Turner benefits
from this property tax rebate just as | do or Senator Sullivan. So if we were to eliminate
the tax credit and take that funding and put that towards the community college funding,
in Grant County, on this particular piece of ground, that is $56.46 per year. Now that is
not reflected in the fiscal note that you look at. If you look at the fiscal note, it's an
eye-popping figure. But you can see that by doing...by eliminating this property tax
rebate and putting that money towards the community colleges, we'd be reducing the
costs by about two-thirds. With LB651, | am proposing that the current property tax
support for our Community College System be replaced, to support from state tax
dollars. It has been suggested that the Education Committee participate in the work of
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the proposed Tax Modernization Commission. | believe this policy issue should be
included in the overall evaluation of our education funding. Fairness is one of the stated
objectives for the commission, and | believe greater fairness in Nebraska's tax structure
would be achieved by moving funding for community colleges from individual property
owners to the state, where it can reside with the rest of our higher education funding
responsibilities. And I'd be happy to answer any questions. [LB651]

SENATOR SULLIVAN: Thank you, Senator Davis. Senator Scheer. [LB651]

SENATOR SCHEER: Thank you, Senator Sullivan. Senator Davis, is this a bill to start
discussion in relationship to the overall look at the tax programs that are available to the
state right now, or is this something that you introduce with the true intent of perhaps
utilizing the property tax rebate portion of the budget and then assuming that general
funding would pick up the remaining portion of it? [LB651]

SENATOR DAVIS: Well, that's kind of late to the game, Senator Scheer, but that's one
of the things that | think would make a great deal of sense, would be to take that
property tax rebate and put that funding into the community colleges. It still will be a
savings for people that are remote from the college. And | will just use my own example.
You know, we are in the Western Nebraska Community College System. | live 150
miles...basically, from Scottsbluff, 140; so, you know, there's very little opportunity for us
to really get any benefit from the community college. But we are obligated to pay the
property tax. This would...and property tax, of course, is the primary issue that people in
rural Nebraska are concerned about. And the community college property tax is always
at the top of the list in terms of what people feel they are paying which they're not
getting a benefit from. So | think that this would go a long way towards solving that
problem. [LB651]

SENATOR SCHEER: That would. But is the bill...is your intent to have discussion about
this and more so with the Tax Revision Committee that will be brought forward, rather
than something immediate from this bill? [LB651]

SENATOR DAVIS: Yes, that's correct. [LB651]

SENATOR SCHEER: Okay. Thank you. [LB651]

SENATOR SULLIVAN: I'd like to know a little bit more. You know, property tax relief is
one thing, but you also expressed concern about the fact that perhaps in your area you
don't get the full benefit of a community college. Tell me a little bit about where your
young people go on to get their postsecondary education; do you have any idea?
[LB651]

SENATOR DAVIS: | think most of our students end up at Chadron State College. And,
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you know, obviously there is some participation with the community colleges. [LB651]
SENATOR SULLIVAN: Uh-huh. [LB651]

SENATOR DAVIS: We have students at UNL, we have students at Kearney State,
we've got students at Doane; so several of the four-year schools. And | do have some
students that have taken advantage of the Western Nebraska Community College
operation in Alliance where they have a program that's designed for training for REA
workers and that. [LB651]

SENATOR SULLIVAN: Uh-huh. Uh-huh. [LB651]

SENATOR DAVIS: You know, | mean it serves a good purpose. It's just that, it seems to
me, more logical that the state could pick up the cost of it. [LB651]

SENATOR SULLIVAN: Uh-huh. Uh-huh. [LB651]

SENATOR DAVIS: You know, in the '60s, when Governor Tiemann was in office, you
had the Governor put through new tax proposals to eliminate property tax. Well, you
know, when the Community College System came along, that was the way it was
funded. [LB651]

SENATOR SULLIVAN: Uh-huh. Okay. Any other questions? Thank you, Senator.
[LB651]

SENATOR DAVIS: Thank you. [LB651]

SENATOR SULLIVAN: We will now hear proponent testimony on LB651. Okay.
Opponent testimony. Welcome. [LB651]

MICHAEL CHIPPS: (Exhibit 2) Thank you. Good afternoon to the Education Committee,
and to you as Chair. Ladies and gentlemen of the Education Committee, my name is
Michael Chipps and I'm the president of Northeast Community College. My spelling is
M-i-c-h-a-e-l C-h-i-p-p-s, and I've been with the Nebraska Community College System
for well over 32 years, so | was asked to testify in opposition to this bill. I'm here to
speak on behalf, Madam Chair, on behalf of the Nebraska Community College
Association regarding LB651, a bill that eliminates property tax levying authority and
provides state funding for Nebraska's community colleges. First of all, LB651 would give
new meaning to what we call the word "community,” which is a core word in Nebraska's
community colleges. Second, this legislation would remove local support from
community colleges, which annually contributes more than $125 million to Nebraska's
community colleges and accounts for approximately 42 percent of the community
colleges' budget. Third, Nebraska would be seriously financially challenged by adding
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community colleges to its budget. Just imagine what it would take for the state to
assume the cost of the numerous facilities and employees on all of the community
college campuses across our great state. So even if the Legislature based this decision
only on a fiscal note, the resulting financial impact to the state would be staggering.
Fourth, and even of greater concern to me as a fellow born and bred Nebraskan, if
LB651 was enacted it would migrate governance from local to state control, and greatly
hinder the community colleges' ability to properly and promptly address local education
and work force training needs. Today's community colleges stand ready, willing, and
able to respond quickly, efficiently, and effectively to the needs of communities, to
students, to businesses, and industries. | have personally witnessed replacing local
governing boards with well-meaning, but weak, advisory councils resulting from such
legislation. Local governing boards are not weak. They clearly understand the needs
and the challenges that face each of the community college service areas. Enactment of
such legislation would certainly erode affordable and accessible education, and place
more of the financial burden on the back of students. It is almost certain that eventually
the tuition of our community colleges would more than double; and as a long-term
result, higher education would eventually lose its foothold as the great equalizer. This
has transpired in states like neighboring lowa, where now 5 percent of the total budget
comes from local property taxes and as the community college tuition is one of the
highest in the country and nearly two times as much as Nebraska. In addition, this bill
would remove most if not all of the support used currently to provide quality career
technical education. This would include programs in areas of high local need, such as
machining, welding, construction, electrical, and the like. Long term, community
colleges would revert to two-year junior colleges, which I've seen historically across the
many states of America, offering mostly academic courses for transfer to senior
institutions. Of course, this correspondingly greatly weakens the colleges' ability to
impact local economic development activities and spur rural revitalization. Now in
closing, Nebraska has one of the best community college funding formulas in the nation.
Many states would love to replicate what Nebraska does for its citizens. Do not, |
encourage you, do not advance LB651 if you believe that Nebraskans wish to keep a
community college education affordable and accessible. By moving toward more state
control of community colleges, students will suffer the most, as what has transpired with
such plans in other states, since tuition and fees would need to be dramatically
increased to support the lack of available funding to keep our doors open. | have copies
of the testimony, which I've already distributed to you, and an abbreviated copy of our
Northeast Community College 2012 graduate employment report to give you an idea of
the impact that a community college has on its service area. Thank you for your time
and consideration. [LB651]

SENATOR SULLIVAN: Thank you, Dr. Chipps. You probably have experience working
with community colleges in other states. There are variations in how the Community
College Systems are funded. And in some cases, is it just total state support in some
states? [LB651]
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MICHAEL CHIPPS: Madam Chair, what's happened in the state of Colorado, actually,
I'm not sure they finalized the process but they were looking at defunding the
Community College System. With that, of course, their tuition increases have increased
dramatically. If you look at Minnesota, since 1995 they went to a superboard system,
which probably would more than likely happen to us if we went under state control, and
eventually it went up to about $150 a credit hour. Right now, at Northeast Community
College, for tuition only we charge $76 per credit hour. We still make it affordable and
accessible for our students, and that's the most important part that | think our senators
really need to grapple with. Are we going to broaden that gap between the haves and
the have-nots? Nebraska community colleges continue to, and the Legislature helps us
to do that. [LB651]

SENATOR SULLIVAN: How do you respond to the concern that in some of the very
sparse, sparsely populated areas of our state where they aren't close to a community
college campus, that they don't feel they're getting their bang for their buck, if you will?
[LB651]

MICHAEL CHIPPS: | understand that very much, Madam Chair. What's happened is,
and being in the business and at three community colleges in the state of Nebraska and
worked kind of almost as missionary work, | believe this is what it really is. What
community colleges do is the great missionary work of the state of Nebraska to help our
students, especially those that can't afford to go to other types of institutions. The thing
is, is what I've created as a president is extended campus opportunities. The Truman
Commission in 1947 really wanted to place community colleges within 50 miles of all of
its American residents. They ran out of money before being able to do that. They
created 1,167 of us. And what I've created, like at Mid-Plains, for instance, were places
in Broken Bow, Nebraska, in Imperial, Nebraska, in Ogallala and Valentine in order to
address what Senator Davis is concerned about. Western has not been able to do that.
They created a site in Sidney, which is about the best they could do. But the extended
campus operation works very well. In Broken Bow, we've increased the student
population and the interest. | think it's real important, Madam Chair, to understand that
not only do we deliver a number of continuing ed courses at those extended campuses;
really, we're designing curriculum and programs that work in those smaller communities.
And not only in those communities but in those schools. If you look around a 19-mile
radius around Broken Bow, we're attracting the likes of Callaway, Anselmo-Merna, and
those...and Ansley, to be able to bring their high school students in to do technical
training, like welding and working on combines and pickups and those types of things,
to be able to develop those skills in the local community. If you look at our attachment
that we have just for Northeast Community College and look at the placement rate,
there 99 percent, first of all, was the response rate; about 87 percent, if | recall correctly,
are students that either continue their education or go right into the work force and stay
within the state of Nebraska. And so basically, that all works together for all
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Nebraskans. But that's how we delivered it in an extended campus format. And we
delivered...I think we had about 40...35 sites at Mid-Plains and about 60 sites, | believe,
at Northeast where we deliver evening classes as well. [LB651]

SENATOR SULLIVAN: Okay. Thank you. Any other questions for Dr. Chipps? Senator
Scheer. [LB651]

SENATOR SCHEER: Dr. Chipps, thank you for coming down. In response to Senator
Davis' concerns, as far as not having the available services and realizing that Northeast
has done an outstanding job of providing those services in the outlying areas, is there
some impediment in the area that Western just is not able to do the extension that some
of the other campuses have been able to accomplish over the years, or why would that
part of the state be so isolated? [LB651]

MICHAEL CHIPPS: That's a good question, Senator Scheer. The issue is that what
we've ended up with is a situation where Western, because of the sparseness of
population that Senator Davis talked about, makes it extremely difficult for them to
deliver more permanent settings. But | don't know the actual figure for Western
Nebraska Community College, but | believe that they're also delivering to multiple sites
throughout that area. | don't know if Senator Davis has that information, but the issue is,
is that they're able to do that similar to the way we did it at Mid-Plains. You just have to
be able to establish those, like an octopus, establish those fingers out into those areas,
and you can do so through a variety of means. Certainly the one you're well familiar with
is the ability to deliver on-line instruction. However, again, when you look at rural
Nebraska, you're dealing with a telecommunication issue of that last mile into those
rural communities. So it is difficult, Senator. It's difficult for Western. It was very difficult
for Mid-Plains when | was that far out with a geography of 2.2 people per square mile.
But it can be done and usually it certainly centers around funding in the ability to provide
those services. So | know that there are ways to do that. And what we've been able to
do, even in Broken Bow, to add on to it, is to deliver up to a master's degree at Broken
Bow at that extended campus, and | know that Western can do something similar, so
we can keep those students in the local area, because frankly, with all due respect,
people my age always felt that people...our kids wanted to move away. Today that
sense is not there. That sense is | really would like to stay but | don't know how. And
one way to do that is that effective arm of community college delivering in those rural
communities, and that's what Broken Bow realized, with the Adams group and all of
them, that we actually cannot only stabilize people...areas like Broken Bow, that they
can become a regional hub, a regional force if the community college is in that area.
[LB651]

SENATOR SCHEER: Okay. Thank you. [LB651]

SENATOR SULLIVAN: Any other questions? Thank you for your testimony. [LB651]
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MICHAEL CHIPPS: Thank you, Madam Chair and the Education Committee. [LB651]

SENATOR SULLIVAN: Uh-huh. Any other further opposition testimony? Welcome.
[LB651]

JACK HUCK: (Exhibit 3) Thank you. Good afternoon, Senator Sullivan and members of
the Education Committee. My name is Jack Huck, J-a-c-k H-u-c-k. | am president of
Southeast Community College and joining you this afternoon in opposition to LB651.
What we've shared with you this afternoon is a copy of our annual report, our most
recent annual report to our residents. And Dr. Chipps has already covered a number of
items with you which | am going to not repeat, but let me hit some highlights here and
then get to a couple of points that | want to be sure to leave with you. At the top of the
front of the annual report, you'll notice some information about the placement of our
most recent graduating class, a class of 1,771 total graduates. And within our 15-county
district, you see the map there of where those graduates were placed as they left us.
You can see that by far most of them stay in the state of Nebraska, and within the state
of Nebraska most of them stay in southeast Nebraska. So if you take our 15-county
district, that's a one-year snapshot. Now take that times 40 years of our history, and |
think you get a sense of what the community college means to the district that we serve.
You can see some information on the middle of the page about our placement rates,
and Dr. Chipps talked about some similar experiences, and that would be true pretty
much across the state, the 90-plus percent placement rates that we experience. And in
the very lower left-hand corner you see some information about cost of attendance. You
can see that by comparison to the four-year public colleges and to the four-year private
colleges, we are the best value in higher education in the state. And | would suggest to
you that one of those reasons is because of the property tax investment that's made
across each of our districts. It allows us to keep those tuition rates reasonable. And if
access is important to you, | would suggest the continuation of that source of revenue
then is also important. Leading from that to the backside, when you think about tuition
and accessibility, if you would look at the pie chart, which is about two-thirds of the way
down the page, dealing with our revenue sources, you'll notice that for us about a third
of our money comes from state aid appropriated by the Legislature, typically with your
support, which we appreciate very much; about a third of our income comes from
tuition; and about a third of our income annually comes from property taxes. Obviously,
if you remove that property tax source, that has a significant impact on our revenue flow
and leaves only two other sources for possibly making that up, if you use the typical
state university model now here in Nebraska, and that would be either tuition or state
appropriations from the Legislature. We would suggest to you that this three-legged
stool that currently exists is very insightful, works very well for your community colleges
across the state, and we would encourage you to continue using that source. Down at
the very bottom of the page, you also see a little history about our property tax levy at
SCC. Our maximum levy now, as authorized by the Legislature, is slightly over 11
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cents, but you can see in the seven-year history that's depicted there for you, we've
been in that 6-cent to 7-cent range across time. And again, our board, as all boards are
across the state of community colleges, are very focused on only using that portion of
the property tax levy that they need to make their college work. | would also share with
you that each year | make it a point to visit with county commissioner groups in all of our
15-county district, and I've been doing that now for 19 years that I've been in this
position. Across those 19 years, | have never had a county commissioner in 1 of our 15
counties who has suggested in any way that the property tax burden is such in their
county that that's a problem for them; in fact, just the opposite. Practically every county
commissioner I've ever interacted with in that regard has said to me, this is one of the
best investments we make from the county that | represent, that they're representing,
and that our property tax dollars are well spent. Now that doesn't change the fact that
the property tax is the most hated tax in the world. | understand that. But | think it's also
important that you understand that the county commissioner groups of the 15 counties
of southeast Nebraska believe it's a wonderful investment that they're making through
that small property tax levy. In closing, | would also share with you, | did have a chance
to chat this morning with Randy Schmailzl, who's the president at Metropolitan
Community College in Omaha. Randy was not able to be here today because of other
commitments, but he did want me to say to you that if you look at our two largest
community college districts in the state, being Metro and Southeast, he is in exactly the
same place | am in terms of his support for the continuation of access to the property
tax. Thank you for the opportunity to share those thoughts with you. [LB651]

SENATOR SULLIVAN: Thank you, Mr. Huck. Can you tell me a little bit more about the
local property tax situation for Southeast Community College in that it went...quite
dramatically dropped from 6.76 to 67 Any reason...explanation of that? | mean more
efficiency in your programming or...? [LB651]

JACK HUCK: | would...well, and it's really related to those revenue sources that |
mentioned to you earlier. In that time frame, we have continued to look at tuition and the
share of the burden that it should carry. I will tell you that our tuition share at Southeast
is a little higher than the other districts across the state. We get about a third of our
money from tuition, as you can see. In the other districts across the state, for the most
part the more rural districts, that's closer to 20 percent. So we get more money from
tuition. That allows us to keep the property tax rate a little bit lower. And then the other
very positive outcome there is in the state of Nebraska, as you know, we did not suffer
as much in the downturn of the economy as some other states, and this committee and
your predecessors and your peers in the Legislature during those years did continue the
appropriate flow of state aid to the Community College System across the state. And of
course, if you attend to those two sources, then that allows us to try and keep the
property tax down. And that's just what we did. That's what happened in those years,
really is we were moving to a little more reliance on tuition and state aid, a little less
reliance on property tax. [LB651]
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SENATOR SULLIVAN: You indicated that of all the community colleges, all of them are
below their maximum levy. Do you know what the average is? [LB651]

JACK HUCK: I'm sorry, | don't know what that average would be. [LB651]
SENATOR SULLIVAN: Okay. Okay. [LB651]

JACK HUCK: We range...we would be at the low end. The range is 6 up to 11,...
[LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]

JACK HUCK: ...but | don't know the average. I'm sorry. [LB651]

SENATOR SULLIVAN: Okay. All right. Any other questions? Senator Seiler. [LB651]
SENATOR SEILER: Wouldn't that also reflect the increase in valuation? [LB651]
JACK HUCK: Absolutely. [LB651]

SENATOR SEILER: That you're adjusting downward the levy to adjust for the rise of the
valuation. [LB651]

JACK HUCK: And that would be probably the largest property tax factor that's a part of
that equation. And you're absolutely right, Senator Seiler. Over those same years, as
you all know, there have been significant increases in valuation. And again, we...|l think
local boards, all local community college boards, you know, the people that we're taking
property taxes from are their constituents, and they're very sensitive to not raising
property tax dollars that we don't need. And we don't have the philosophy that we're
going to put it in our pocket. We'd rather leave it in our constituents' pockets whenever
possible, and valuations have been a part of that equation. [LB651]

SENATOR SEILER: Thank you. [LB651]

SENATOR SULLIVAN: Speaking of governing, can you tell us a little bit about the size
of your board and their locations in terms of the 15-county area? [LB651]

JACK HUCK: Each community college has an 11-member board of governors. Ten of
those members are elected by district in each community college area. So, in my case,
we have five districts which are, populationwise, equalized districts from a population
standpoint. So there's two members from each of five districts elected by the people in
those districts. And then one member, in the case of each community college board, is

10
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elected at large from the entire college district, and that would be a similar pattern
across the state. [LB651]

SENATOR SULLIVAN: Okay. Senator Kolowski. [LB651]

SENATOR KOLOWSKI: Thank you, Madam Chair. President Huck, the last couple of
years, the funding issues between Metro and the other five community colleges of the
state were an issue. Has that been worked out and where are we on that whole
scenario compared to looking at this proposal today? [LB651]

JACK HUCK: It has been worked out. That issue really dealt...focused primarily on the
issue of the division of state aid,... [LB651]

SENATOR KOLOWSKI: Uh-huh. [LB651]
JACK HUCK: ...s0 it wasn't on the property tax issue. [LB651]
SENATOR KOLOWSKI: Right. [LB651]

JACK HUCK: And as | mentioned to you all earlier, | talked to Randy Schmailzl at Metro
this morning and he's in exactly the same place as | am in terms of wanting to continue
our access to the property tax as an important part of our revenue stream. On the state
aid portion, which is where the dispute was, you know, we're in the midst of a current
agreement, again, that went through this committee and your predecessors, as that
agreement was reached with the help of Senator Adams in the past and Senator Flood.
You know that's...we're really right in midstream of that and | guess | would say to you,
as one of the six presidents across the state, I'm certainly hopeful that that's not just a
temporary phenomenon, but we're in the midst of a long-term agreement, if you will, in
terms of the way we look at that ability to divide state aid. So it's peaceful now. It's
certainly my hope that it's going to remain peaceful for years to come. [LB651]

SENATOR KOLOWSKI: Yet you also have the five outside of Metro in an association
with one another, but Metro is not part of that. [LB651]

JACK HUCK: That is correct. Membership in the association is now voluntary and they
have chosen not to be members. Obviously, we still talk. | told you | talked with Randy
this morning. But they are not officially members of the association, that is true. [LB651]
SENATOR KOLOWSKI: Okay. Thank you. [LB651]

SENATOR SULLIVAN: Senator Haar. [LB651]

SENATOR HAAR: Thank you. Well, from a personal interest, | think you ought to raise
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your salaries, but you know what I'm talking (laughter)...since my son teaches there.
Looking at your revenue pie chart, a third, a third, a third it's just about. So the question
is always, where would the money come from? And the first, so you could double
tuition. That would take care of it. [LB651]

JACK HUCK: That would solve it, yes. [LB651]

SENATOR HAAR: And that would bring you almost in line with...well, still not quite with
the public four-year colleges. [LB651]

JACK HUCK: Correct. [LB651]

SENATOR HAAR: And it must be a little scary for community colleges to think of being
in the fray for another $135 million. Would you say that's accurate? | mean if it all had to
come from the state, we're talking about another $135 million out of the General Fund.
[LB651]

JACK HUCK: You know, Senator Haar, I've heard...I've been in this position long
enough now and I've worked with enough legislators and actually a number of
Governors throughout that period. And one of the recurring themes that has been very
well embedded in my memory banks is related exactly to your question. And that is,
when you look at the needs for the future that the state of Nebraska has and consider
the impacts of secondary education, of Medicaid, of Medicare, of other entitlement
programs and so on, | think it's become very clear to me that the competition for funds
for those of us in postsecondary education, with all of those other activities, is very, very
keen. And when you talk about being in the fray for how would you raise that amount of
money, | think you're right on target. | think that is somewhat of a frightening potential to
think about all of the other needs that are out there. And trying to replace those property
tax revenues with other state funds is indeed frightening. [LB651]

SENATOR HAAR: Yeah. Now in public school funding, K through 12, 49 percent comes
from local property tax, and | guess | just think...I sort of think of Southeast and so on as
being the midway between K through 12, between public K through 12 and the
four-year. That doesn't quite put it there, 49 percent, 33 percent, and...anyway. Well,
thank you very much. [LB651]

SENATOR SULLIVAN: Getting back to some of the things that Senator Davis said and
the sparsity of where he lives and community colleges reaching out to community, and
then you think, well, community maybe being our whole state, how much cooperation
and collaboration discussion goes on among all of the community colleges in terms of
reaching out to all parts of the state and sort of collaborating on some projects? [LB651]

JACK HUCK: There's a great deal of that, Senator Sullivan. Let me, if | can, give you a
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couple comments in that regard. Number one, I'm going to share my bias with you.
When | went to work for Southeast Community College in 1975--frightening there
too--my first job with the college was to extend our services to every 1 of our 15
counties throughout our district. So near and dear to my heart is the provision of our
educational opportunities to people throughout our district and we've been serious about
that throughout our entire heritage. And so we have counties that are sparse in
population also, at least for the southeast corner of Nebraska. Now, granted, it's not like
Cherry County. | understand that. But certainly Pawnee County, Johnson County,
Thayer County, Richardson County, some of the counties along the southern border
there for us are fairly sparse in population. We're very intentional about providing
services to those counties in our district and paying great attention to what their needs
are. Whether that's for individual students or whether that's for business and industry in
their location, we pledge to work with all of those endeavors. But that's within our
district, and your question kind of goes to, what about cooperation amongst districts
also. Perhaps one of the best examples | can give you, and it's a distance education
example, is | have the good fortune of having some folks at our institution in our health
occupations programs who were some of the early adopters of distance education, and
we have the only American Medical Association Certified Radiology Technology
Program in the United States emanating from Southeast Community College. We
deliver that program as far away, so far, as American Samoa. But that's not really our
intention. Our real intention was what could we do for citizens of the state of Nebraska.
And that, to me, is one of the finest examples of we have delivered our radiology
technology, two-year associate degree rad tech program, to citizens across the state of
Nebraska. And that is primarily because of the collaboration and the assistance we get
with the other community colleges, so that when we deliver that program to a student in
Rushville, Nebraska--and we've done that--when we deliver that to a student in
Rushville, Nebraska, we're working, in that case, with Western Community College to
set up the clinical experience for that student in the local hospital, because that's an
important part of the program. They can get the classroom instruction from our distance
learning effort, but they need the hands-on clinical piece locally. And we work with our
fellow community colleges across the state to make sure that happens. And there are
myriad examples like that where we are all committed collaboratively to taking those
kinds of opportunities to citizens across the state of Nebraska. [LB651]

SENATOR SULLIVAN: Thank you. Any other questions? Senator Seiler. [LB651]
SENATOR SEILER: | was interested, do you have a foundation like Hastings? [LB651]
JACK HUCK: We do. [LB651]

SENATOR SEILER: Does that reflect any income? | don't see it broken down anywhere.
Is that under miscellaneous? [LB651]
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JACK HUCK: No. Actually, in our case our foundation is in business primarily for the
purpose of supporting scholarships. [LB651]

SENATOR SEILER: Okay. [LB651]

JACK HUCK: And so they provide scholarships to students. And the way you would see
that show up here... [LB651]

SENATOR SEILER: Tuition? [LB651]

JACK HUCK: ...is in the tuition number, because those scholarships become tuition to
us. [LB651]

SENATOR SEILER: That was going to be my second guess. [LB651]
JACK HUCK: Yep, that's how we get it. [LB651]

SENATOR SEILER: Thank you. [LB651]

SENATOR SULLIVAN: Senator Kolowski. [LB651]

SENATOR KOLOWSKI: Thank you, Madam Chair. President Huck, as President
Chipps also mentioned the mission of your school and what you're aiming toward and
how that might change if you went to a different funding source, as proposed by this bill,
why do you think that would be such a derailment of your mission and vision of where
you'd like your school to be, if the money is still flowing, coming into your school, but
from a different source? Is it state control, those kind of things that would derail your
efforts, or other things that you think would be in the way? [LB651]

JACK HUCK: You know, I think you're right on target, Senator Kolowski, and your first
statement is correct. And this is Jerry Maguire, "show me the money." If the money is
there, | think certainly the purposes, the goals, the objectives that you have could very
much remain in place. | think probably the biggest significant change comes maybe with
the source of the money, which you also mention, and that is, if those are entirely state
sources, assuming that that leads then to some type of governance differential than
what we're experiencing today, | would tell you that | believe one of the reasons your
Community College System...our Community College System here in Nebraska is so
successful is because of the local control and the governance factors that are in place. |
mentioned to you earlier our county commissioners that | visit on an annual basis. | can
tell you that those county commissioners know who their representative is, elected from
their community college district. It is their friends and neighbors, and they feel no
compunction whatsoever in interacting with those folks about needs that they have from
us. Community colleges were created to be responsive and centered on the needs of
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the area that they serve. And | think certainly the governance structure that we have in
place for local control is one of the primary factors that allows us to do that, and that's
probably the biggest risk factor in the issues that you raise. [LB651]

SENATOR KOLOWSKI: But | still wonder about the aspect of completing your mission
as it's currently described, no matter where the money would be coming from. And |
certainly understand the history of the community college, from the technical community
college birth in Nebraska at the late...those late dates in the '60s and the early '70s. |
remember going around the state with Paul Kennedy from UNO, and we all had Udo
Jansen's course maybe at Lincoln and those things in common as far as the community
college foundings. But that changes. You've kept true to your mission over all that time
and all those changes, but | just wondered how you...why that would change with your
funding sources coming from different levels. And that is, you know, if that wouldn't
change, because you need to do the things you're doing on economic growth and all the
rest and now the great expansion into transferability of courses and coursework to the
universities and colleges in the state, makes it like other community colleges across the
country. Coming from lllinois, where the concept was born, | know it very well. So |
just...I'm still trying to grapple with that. Why would it change that much since it's so
intact and so much a part of your DNA as to how you operate? [LB651]

JACK HUCK: Right. And again, | think those are good comments. The fact, if you look
at the way other states operate and there are a number of models, as you well know,
there are a number of models around the nation, and to suggest that this is the only way
it can work, absolutely not. [LB651]

SENATOR KOLOWSKI: Right. [LB651]

JACK HUCK: | mean there are state systems where community colleges function very
effectively. So I'd be the last to say to you that this is the only way it can work. There are
multiple models. [LB651]

SENATOR KOLOWSKI: | appreciate that. Thank you. [LB651]

SENATOR SULLIVAN: Any other questions? Thank you for your testimony. [LB651]
JACK HUCK: Thank you. [LB651]

SENATOR SULLIVAN: Welcome. [LB651]

DENNIS BAACK: (Exhibit 4) Thank you. Senator Sullivan and members of the
Education Committee, for the record, my name is Dennis Baack, D-e-n-n-i-s B-a-a-c-k.

I'm the executive director of the Nebraska Community College Association. The two
presidents have done an excellent job of laying out what we have in the system today
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and why we want to maintain that system as we have it today. And, Senator Kolowski,
I'll try to answer your question a little bit. In watching and visiting with my colleagues
across the country, as you see states go to...and Minnesota is a prime example of that.
Minnesota at one time had a very, very strong junior college system and a technical
college system at the same time. When they were put under a superboard, the technical
colleges there have really suffered because that isn't where the money has gone,
unfortunately. Unfortunately, it's gone to transfer education, those kinds of things.
Technical programs are very expensive. They're very expensive, too, because in some
of them there's not that many students and it costs a lot for the equipment and stuff to
keep those programs up to date. Plus, | see, you know, if you look back in just the last
few years of what's gone on in Nebraska and what you had in Nebraska, we had, you
know, we've suffered some from the recession and the state of Nebraska was not able
to increase their funding very much. | mean we increased it a little bit for us but held it
fairly flat for the last five years. It would have been difficult for us to deal with the 6,000
new students that came into the community colleges during that time had we had to rely
totally on state funding. And | think these separate sources helped us in getting past
that. Plus, | think one of the things that's part of our mission is access, and we're
supposed to be the most accessible. And if we get tuition too high, as you raise tuition,
and my boards are very cognizant of raising tuition in community colleges as they are of
raising property taxes, but if you get tuition too high you are cutting access for some
students. And | think we want to be very, very cautious about doing that. So | think that's
kind of why we feel very strongly that we need to have all three sources of funding, and
| think those three sources help us meet those regional needs. And | will tell you that in
Western Community College, they do work with their high schools in their area. They
do, do courses at high schools. They do try to get out in the area. Plus, people need to
remember that EMT training, we do all of the EMT training in the state. That's for the
rural parts of the state. We also do an awful lot of training in the medical fields, and you
will find that the people we train in the medical fields tend to stay in the rural parts of the
state. If they leave that rural part of the state, many times they don't come back. They
don't come back to that part of the state. | think for the rural communities, | think the
community colleges could be one of the factors in keeping those rural communities
stable, at least as far as population and stuff goes, so we don't lose those. Our
placement rates within community colleges are very good. We're over 80 percent stay in
the area where they're educated, and over 90 percent, right at 90 percent of all those
students stay in Nebraska; so we don't contribute much to the brain drain. And we don't
have a lot of out-of-state students. Of course, on the borders they do have. When you
get into Metro, they're going to have some students from lowa. Those things
automatically happen. But we don't have a lot of nonresident students that do come to
Nebraska for the community colleges. So with that, I'll just end my testimony and I'd be
happy to answer any other questions, if there are any. [LB651]

SENATOR SULLIVAN: Again, getting back to Senator Davis' comment, and even
Senator Scheer's, for that matter, regarding, you know--1 don't think there's anyone here
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from Western--does that present a little different situation out there, particularly because
of the real sparse areas and reaching out to some of those counties in terms of
programming? [LB651]

DENNIS BAACK: Oh, it's more difficult because it is, the distances are much greater, if
you look at Senator Davis' district... [LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]

DENNIS BAACK: ...and look how big that district has to be to bring in the same
population that you have in some of the other districts. So you're going to have those
great distances between. And | think it's incumbent upon the schools and | think
Western does a pretty good job of trying to make sure that they get to all of those
communities and try to serve those communities. [LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]

DENNIS BAACK: But it is very difficult when you get into the very rural areas of the
state. It's a very difficult thing to do, but that isn't going to stop them from trying. [LB651]

SENATOR SULLIVAN: Sure. Do you know what the average property tax levy is among
all six colleges? [LB651]

DENNIS BAACK: You know, | don't know an exact average, but there's one that is right
up...right up towards the limit. They're not quite at the limit. And most of the rest of them
run in the 8 cents to 9 cents range. [LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]

DENNIS BAACK: Metro and Southeast are both below that, but, you know, | don't know
an exact. I've never actually averaged them together to see what it is. [LB651]

SENATOR SULLIVAN: Okay. All right. Any other questions for...Senator. [LB651]

SENATOR KOLOWSKI: Madam Chair, thank you. Mr. Baack, thank you. I look at the
pending legislation that we have concerning academies as a tremendous opportunity for
the community colleges across the state. The dual enrollment and articulation
agreements that Millard has done with Metro and UNO have been tremendous. And |
hope replication of that and growth of those across the state will tie some...bind some
things together better than we ever had before and hopefully be a feeder system for you
to receive students from the various school districts, as well as hopefully getting
students to take some college credits early, which really helps them on costs and other
impacts down the road. [LB651]
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DENNIS BAACK: Yeah. No, | think you're absolutely correct. And I...you know, and |
think, you know, | was here for the career academies discussion and stuff that the
committee had, and it does get to be more difficult when you get to the rural areas. But |
don't think we should preclude the idea that they can be established out in those rural
areas. With distance education and a lot of the things that we can do, | think we can
make those work in some of the rural areas of the state too. And | think that that will
certainly help us along the line, and | think those are a great thing to be coming. | think
it's starting to...it will start to get more and more students interested in technical
education and finding out about careers that technical education can provide for them.
And they are good careers. [LB651]

SENATOR KOLOWSKI: Thank you. [LB651]

SENATOR SULLIVAN: Any other questions? Thank you, Mr. Baack. [LB651]
DENNIS BAACK: Just one last comment, if | might. [LB651]

SENATOR SULLIVAN: Okay. [LB651]

DENNIS BAACK: The Rural Electric Association did ask me to put on the record that
they are also opposed to this bill. We do...we have linemen training programs at
Northeast Community College and at Western Community College and at Metro
Community College, which furnish them an awful lot of workers, so they wanted me to
emphasize that. [LB651]

SENATOR SULLIVAN: Thank you very much. [LB651]
DENNIS BAACK: Uh-huh. [LB651]
SENATOR SULLIVAN: Any other testimony in opposition? [LB651]

MARSHALL HILL: (Exhibit 5) Good afternoon, Senator Sullivan, members of the
committee. I'm Marshall Hill, M-a-r-s-h-a-I-1 H-i-I-l, executive director of the Nebraska
Coordinating Commission for Postsecondary Education. Frankly, we agree with virtually
everything you've heard in testimony up to this point about concerns related to this bill.
Many of you will recall that you charged the Coordinating Commission a couple of years
ago to do a comprehensive review of community college issues, and we provided that to
you, subsequent to LB340. I'm going to confine the rest of my comments to responding
to some questions and points that I've heard you raise. Senator Sullivan, you pointed
out that states do this funding in different ways. In the material that we've just had
distributed to you, you'll see a table which indicates how states do indeed fund their
community colleges. | caution that this is data from several years ago. It doesn't exist in
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this comprehensive manner right now. At least two states are incorrect on this, lowa
being one of them. But the general flavor of how states do this work and how they fund
their community colleges is true. Thirty-two states fund their community colleges by
reliance on a combination of tuition and fees, local property taxes, and state
appropriations. | would agree with Dr. Huck, you can't look at states that have local
property tax and say they automatically have good Community College Systems or say
that the lack of that makes them bad. There's no real match-up to this. Some states
have very strong Community College Systems and do them in both ways. They've not
decided on their funding sources solely on the basis of what might be the best, but on
all sorts of political issues such as we've heard today. Senator Sullivan, you also asked
a question about the degree to which the community colleges cooperate with one
another in helping serve the state, perhaps even outside of their own districts. They do
that all of the time. One of the routine reports that | make to our commissioners at every
commission meeting is a report on our approval of request by a community college to
service some entity outside their district. We run a process to ensure that there are no
objections to that. Every one of our meetings, we report on having approved at least a
half a dozen of those initiatives, consistent all the time. We hardly ever have difficulties
that we have to arbitrate on that. On the issue of Western's difficulties in reaching out to
the extent that the other community colleges do, you know, our community colleges
cannot afford to do something at a loss. And clearly, to do something away from
campus requires funds, and you have to be able to generate the funding for that, either
from a sufficient number of students or from donations or other kinds of work. So it is
inherently more difficult when you're in a sparsely populated area. On-line education is
helping address that. It's not an easy answer. It is a challenge. I'd summarize by saying
that our objections to this approach are twofold: first, the practical issue of replacing the
loss of $126 or so million in state support...in local property tax support, excuse me, for
the community colleges. We believe the community colleges are extraordinarily
important to Nebraska's future. They are the place where first-generation college
students go. They are the place where many of our most needy students go. And they
are the place where our students who want to major in technical fields go for training.
It's very important that they remain open and accessible. So raising community college
tuition in order to make up for a loss of local property taxes would be something that
would really give us concern. The last issues are philosophical in large report. |
personally do believe that there is an added connection with the community when that
community is indeed providing direct property tax support to the community colleges.
Can that be worked around? Yes. But is it an important demonstration of community
and tie together? | believe it is. [LB651]

SENATOR SULLIVAN: Thank you, Dr. Hill. Any questions? Thank you very much. Any
further opposition testimony? Anyone wishing to speak in a neutral capacity? Senator
Dauvis for closing. [LB651]

SENATOR DAVIS: Thank you, Senator Sullivan. I've enjoyed listening to the discussion.

19



Transcript Prepared By the Clerk of the Legislature
Transcriber's Office

Education Committee
March 05, 2013

| want to say, first of all and foremost, that | am a firm believer in the good the
Community College System does. | think it's...| agree with everything that's been said in
terms of that we need a place for students to go, we need technical training, it's
something that's very important to the state. So | don't want to eliminate the community
colleges. | just think it's important that you understand that from the beginning. Mr. Hill
talked about how valuable it was for the community to support them. And, you know,
perhaps this is an issue of sparsity and west versus east and population versus none,
but it's very difficult for me to, when | hear that phrase, to say how am | involved with
Western Community College. | am not a part of the community in Scotts Bluff County
because of the distance. It's just the way it is. So | understand the point they're making,
but in the rural areas, just as in the state of Nebraska, their seats are proportioned on
population, in large part; so obviously, Scotts Bluff County is going to predominate. If
you look at the data that I've provided, you'll see that in Scotts Bluff County and Lincoln
County it's well over...in those two counties, which is Mid-Plains and Western,
over...well over 50 percent of the use of the college comes from the county itself. We
heard talk about economic development--and | think it is economic development. And in
my particular cases, it would be economic development for North Platte and economic
development for Scottsbluff, but at the expense of everyone else who lives within those
regions. So it's just something to consider. The people that live in the grass counties,
which are predominately ranching, are paying about between 12 percent and 20 percent
of their gross income in property taxes. Now that's before you pay any salaries, any fuel,
any equipment purchases or, you know, anything else. So it's a significant burden. We
have a way to deal with almost 70 percent of this if we were to eliminate the property tax
rebate from the state and apply that money towards the property...for the property tax
hole in the Community College System. Last but not least, | want to say thank you to
Mr. Huck and Mr. Baack for all the help that they gave us in this data, and to my LA
Sherrie Geier, who did a lot of the work for it. So | appreciate your time. Hope that you'll
at least take this and consider it, and maybe when you are on the commission to study
taxes you might consider it. Thank you. [LB651]

SENATOR SULLIVAN: Thank you, Senator Davis. Do you know, this probably hasn't
been the first time that this issue has been brought up. [LB651]

SENATOR DAVIS: | think Dennis told me it's ten times in the last 25 years. (Laughter)
[LB651]

SENATOR SULLIVAN: Okay. Do you think it's been exacerbated by the increase in land
values and the fact that property taxes have risen significantly? [LB651]

SENATOR DAVIS: Well, I'm not sure that's the case. But you heard testimony that
when times got tough for the state, they stopped putting in revenue. [LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]
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SENATOR DAVIS: We still have the costs are still increasing. [LB651]
SENATOR SULLIVAN: Uh-huh. [LB651]

SENATOR DAVIS: And so, as it always is the case, you end up going back to the land...
[LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]

SENATOR DAVIS: ...to pay for it. [LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]

SENATOR DAVIS: And that's what's happened in the state. [LB651]
SENATOR SULLIVAN: Uh-huh. [LB651]

SENATOR DAVIS: You know, we've gone back to the property tax because there's not
sufficient revenue at the state level to pick up the costs anymore. [LB651]

SENATOR SULLIVAN: When you first started talking, | wrote down two things on either
side of the paper, and one was tax policy and on the other side was educational needs.
And I'm wondering, in these grass counties, if there has been enough done on the part
of any educational institution to reach out to what might either be some unmet current
needs of people in the grass counties; or when you look at economic development and
rural revitalization, do these institutions need to play an even greater role in that?
[LB651]

SENATOR DAVIS: | think they could be helpful. | will say this. When we had not had
any service really in Hyannis from Western,... [LB651]

SENATOR SULLIVAN: Uh-huh. [LB651]

SENATOR DAVIS: ...so a year ago | contacted our representative. And, you know, she
contacted the college and they were very receptive and they came in. And maybe it was
the first time anybody had asked for it. So, | mean, | think they're certainly willing to do
it. But as Mr. Hill | think said, it's impossible for them to do things at a loss. [LB651]
SENATOR SULLIVAN: Uh-huh. [LB651]

SENATOR DAVIS: So does that answer your question? [LB651]
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SENATOR SULLIVAN: Yes. Yeah, uh-huh. [LB651]
SENATOR DAVIS: Yeah. Okay. [LB651]

SENATOR SULLIVAN: Just opens more guestions actually, but it's a conversation for
another time. (Laugh) [LB651]

SENATOR DAVIS: Yes. Thank you. [LB651]

SENATOR SULLIVAN: Any other questions of the senator? Thank you, Senator Davis.
[LB651]

SENATOR DAVIS: Thank you. [LB651]

SENATOR SULLIVAN: Okay. That closes the hearing on LB651. We'll now move on to
LB467 being introduced by Senator Avery, who | failed to introduce earlier because he
was introducing a bill in another committee. So welcome, Senator. [LB467]

SENATOR AVERY: (Exhibit 1) Thank you, Madam Chair. | hope | didn't delay you.
[LB467]

SENATOR SULLIVAN: No, not at all. [LB467]

SENATOR AVERY: Good afternoon, committee. My name is Bill Avery, B-i-I-1 A-v-e-r-y.
| represent District 28 here in south-central Lincoln. LB467 amends current law 85-2405
of the Postsecondary Institution Act. It does it in the following manner. It allows the
commission to enter into and administer interstate reciprocity agreements for
postsecondary distance education. As you know, of course, distance learning is a vital
tool for modern education. It allows students nontraditional opportunities to get degrees,
even advanced degrees. The rapid advancement of technology and the Internet have
allowed the availability of on-line classes to flourish and, with that, the number of
student participants. The Midwestern Higher Education Compact, of which you are a
member, | believe, Madam Chair,... [LB467]

SENATOR SULLIVAN: Uh-huh. [LB467]

SENATOR AVERY: ...defines, as one of its ongoing goals, the state authorization
initiative. This aims to ease the process for colleges and universities that want to offer
distance education programs and courses to students living in other states through the
development of reciprocity or reciprocal agreements among the states that are
members of this compact. LB467 allows the Coordinating Commission to approve or
reject applications from Nebraska postsecondary institutions and approve or reject
authorizations granted by other states pursuant to such agreements, and sets fees for
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review and evaluation of these applications. | have here an amendment that | want to
have distributed, if the pages would come forward. | am not going to go into this
amendment in great detail, but I'm sure that there are others who will follow me who
may want to. This amendment for your review reflects the agreement made between the
commission and the University of Nebraska with regard to expansion of oversight in
distance education activities and the need to foster regional higher education compacts.
The agreement was worked out between the Postsecondary Commission and the
university. Marshall Hill is here to discuss this compromise language. | believe this bill is
needed to enable the Postsecondary Commission to participate in reciprocity
agreements and to promote distance learning in the state, and | urge you to give it
favorable consideration. Thank you. [LB467]

SENATOR SULLIVAN: Thank you, Senator Avery. Would you rather all our questions
be directed to other testifiers, or would you want to field a few questions? [LB467]

SENATOR AVERY: | think you would prefer that. [LB467]

SENATOR SULLIVAN: (Laughter) All right, I'll...thank you for putting words in my
mouth. [LB467]

MARSHALL HILL: (Exhibit 2) Good afternoon again, Senator Sullivan and members of
the Education Committee. I'm Marshall Hill, M-a-r-s-h-a-I-| H-i-I-, executive director of
the Nebraska Coordinating Commission for Postsecondary Education. My oh my, where
to start on this issue? We could very quickly get very far afield and very deep into the
weeds, and I'm going to try to keep us from doing that but | want to be responsive to any
guestions you have. As you know, on-line education is growing about 10 percent a year
in American higher education. Millions and millions of students take on-line courses and
they do so through a nonsystem which is becoming increasingly dysfunctional. Right
now, there is no alternative to an institution like Bellevue University or the University of
Nebraska or any Nebraska institution who enrolls students in other states, to go through
the process of contacting each of those states to determine what kind of approvals and
what kind of fees are necessary in order for them to enroll students there. Multiply that
by at least 2,000 American higher ed institutions that are doing that and the 50 states
that they need to contact, and you can quickly see how irrational this is. To put some
numbers around that, you'll hear in some testimony, but the University of Minnesota
recently budgeted $500,000 to pursue this project per year. A nonprofit New York
institution was recently told by the state of Arkansas that the fee for them to apply to
offer courses and programs there was $130,000. Nebraska is rational and reasonable in
how we do this work, but many states are not. So is there a better way? We believe
there is. For the past two years or more, three large groups have been working to
develop a model reciprocity agreement. And the way that agreement would work would
be if Nebraska were a part of that agreement and other states were a part of that
agreement, we would approve our institutions to participate and they would approve
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their institutions to participate. Nebraska institutions could, therefore, offer courses and
programs in any of those other reciprocity states without having to go through any
process of approval there. How effective will this be? It depends on how many states
that we have join. | have been personally deeply involved in this for the past almost two
years now. The first group was Presidents' Forum and the Council of State
Governments. Many of you are probably familiar with the Council of State Governments.
A group brought together a drafting team to develop a model state reciprocity
agreement. Next we were joined by the regional higher education compacts.
Midwestern Higher Education Compact is our compact for Nebraska. The regional
compacts will administer this national agreement. And then lastly, started early last
summer, the national Commission on Regulation of Postsecondary Distance Education
was established, sponsored by the Association of Public and Land-Grant Universities
and the state higher education executive officers. I've been personally active in all three
of those groups. Those groups have come together around an approach which has
states approve institutions. States take the role of resolving complaints about activities
of their institutions and working through all that process. In April there is going to be a
national unveiling of this approach. Every state has been invited to send a team to
participate in implementation talks. We've identified the team for Nebraska. It's going to
be myself, Dr. Susan Fritz from the University of Nebraska, and Dr. Mary Hawkins from
Bellevue University. You'll hear from both of them today. The proposed bill simply allows
the Coordinating Commission to join such an agreement on behalf of the state, to
administer the agreement within the state, to approve or disapprove institutions for
participation in the agreement, and then the last point, if need be, for us to charge
institutions fees for reviewing their applications that would not exceed the amounts of
the additional work for that. That prompts the natural question: How much would we
charge institutions? I'm committing that we would charge no more than $300 per
institution per year, and we would reevaluate that in two years to determine whether
that's too much, too little, or what have you. I'm going to stop there and respond to any
guestions you have about this. [LB467]

SENATOR SULLIVAN: This is a little confusing. [LB467]
MARSHALL HILL: It is. [LB467]

SENATOR SULLIVAN: In April there's going to be this, quote unquote, unveiling. So are
we getting ahead of ourselves with this? [LB467]

MARSHALL HILL: That's a very good question. | don't think so. There are a number of
states that are going to be able to join the reciprocity agreement fairly quickly. | would
like Nebraska institutions to be able to benefit, to the extent they can, as quickly as
possible. We know what the regional agreements are going to look like. They're going to
be consistent with the national discussion. This bill would allow the Coordinating
Commission to determine whether or not we should or should not join. | have seen
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nothing in the work that has gone on thus far that would lead me to recommend that the
state not join. If we do not join, our institutions would not be able to avail themselves of
any of the benefits until at least a year from now. [LB467]

SENATOR SULLIVAN: Okay. Senator Haar. [LB467]

SENATOR HAAR: Thank you. So just clarify for me because I'm a little confused on this
one. This would mean that, for example, if I'm a UNL student, me taking a distance
course from Alabama or something like that and vice versa. Is that the kind of situation
we're talking about? [LB467]

MARSHALL HILL: Let's turn it around, Senator, and you'll hear that. You'll hear some
more specifics from the people who will testify. If the University of Nebraska right now
puts a course on-line, a program on-line, and a student from Alabama... [LB467]

SENATOR HAAR: Okay. [LB467]
MARSHALL HILL: ...signs on to take that course... [LB467]
SENATOR HAAR: I'm now in Alabama. Okay. [LB467]

MARSHALL HILL: You're now an Alabama student. The university is obligated to
determine whether or not the state of Alabama has a requirement for them to register
and be approved in Alabama in order to do that. And they have to contact every single
state in the nation. Some states are entirely unreasonable about this. Let me give you
an example. If the university, let's take Bellevue, if Bellevue were to hire an adjunct
faculty member to teach an on-line course for them, and they hired a person who lived
in the state of Missouri, and that's all that person did for Bellevue, the state of Missouri
takes the position that that act alone is equivalent to Bellevue wanting to set up a
campus in Jefferson City, and it triggers all of the requirements for them going through
the review process and paying the fees and so forth. That just is ludicrous to me.
[LB467]

SENATOR HAAR: Yeah. [LB467]

MARSHALL HILL: Similarly, some states say that if your institution owns or rents a
computer server in the state, that that constitutes the requirement for you to get full
approval. Some states are seeing this as a revenue-generating opportunity and they are
elevating fees. | mentioned Arkansas. Tennessee is terrible about this. Massachusetts
is terrible about this. New York is terrible about this. Some states will not join. But | am
convinced that over time the institutions within those states will convince their states to
join. Why? Because if you are in a state not party to the agreement, you are at a
competitive disadvantage. You have no alternative but to contact every state and
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territory in the Union or risk the possibility of being sued by that state's Attorney
General. And | think we all know that Attorneys General are often ambitious and | think
sooner or later we're going to see a very public lawsuit on these issues. I'm optimistic
about this. | think this can work. There has to be some trust. There has to be some trust
about this and that's been evolving. This is about the third time there has been a
national attempt to solve this problem and this one is the only one that's going to have a
possibility of success because it's totally voluntary. States can choose to participate in
this or not. Institutions can choose to participate in this or not. If states join and choose
to drop out, they can do that. If institutions join and choose to drop out, they can do that.
There will be no fees to states. There will be fees to institutions to support this activity.
But for any institution that has remotely expanded across the country for on-line
offerings, this will be a far less-expensive process for them than the current crazy
system. [LB467]

SENATOR HAAR: Okay. So again, I'm in Alabama at the University of Alabama or
whatever it is, and you guys have a course | want to take here in Nebraska. Do | pay
that tuition amount to the school, to my school in Alabama or to UNL? [LB467]

MARSHALL HILL: No. No, no. This does nothing to change the flow of dollars from
student to institution. [LB467]

SENATOR HAAR: Okay. [LB467]

MARSHALL HILL: So if you're an Alabama resident taking a course from Metropolitan
Community College here in Lincoln or taking...or enrolled in Dr. Huck's program that he
mentioned, you would pay tuition to the Nebraska institution. It doesn't do anything
about that. The one thing it does change is the responsibility for dealing with problems
that arise. Right now, if | became aware that students in Nebraska felt that they were
being mistreated by an institution in another state, there is no formal mechanism to help
resolve that issue. The informal mechanism would be for me to call my counterparts in
other states--thankfully, all of whom | know--and say, you know, you've got a problem, |
want to rely on you to fix this. They would have no obligation to do that. [LB467]

SENATOR HAAR: Uh-huh. [LB467]

MARSHALL HILL: If Nebraska and those other states were part of a reciprocity
agreement, they would have an obligation to do that in the same way that if one of
Nebraska institutions happen to generate complaints around the country. It would be
our obligation to work with the Nebraska institution to get to the bottom of that and get a
resolution. [LB467]

SENATOR HAAR: Thank you. [LB467]
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SENATOR SULLIVAN: So who signs the agreement? Do we sign it as a state or each
individual institution within Nebraska agree to reciprocate and sign an agreement?
[LB467]

MARSHALL HILL: Well, if you advance this bill, as | hope that you do, the Coordinating
Commission would, on behalf of the state of Nebraska, join a reciprocity agreement that
is going to be administered for us through the Midwestern Higher Education Compact.
[LB467]

SENATOR SULLIVAN: So then any sort of relationship that an institution within
Nebraska has with a student in another state would have to go through the commission.
[LB467]

MARSHALL HILL: No, not at all. [LB467]
SENATOR SULLIVAN: Oh. [LB467]

MARSHALL HILL: Actually, there's almost nothing that would change about how that
would happen. We're not going to have any greater oversight really of the normal
workings and operations of the on-line offerings of the institutions at all. We're going to
check a few things. And frankly, all Nebraska institutions would meet the initial
requirements for participation, which are two principal ones. The agreement is open to
institutions that are accredited by an accrediting body recognized--"recognized" is a
technical term--recognized by the U.S. Secretary of Education. All Nebraska
degree-granting institutions are so accredited. The second requirement is that the
institutions be able to demonstrate financial viability. One of the reasons institutions
have students that experience difficulties is because they get into financial trouble. So
the national agreement calls for institutions...our public institutions are deemed
financially responsible because they enjoy the financial backing of their states. Nonprofit
and for-profit institutions have a measure of their financial viability. It's called financial
viability index score, composite score, developed by the United States Department of
Education, and there is a requirement for institutions to perform at or above a 1.5 score
for that. There will be mechanisms to hear appeals for institutions that momentarily drop
beneath that, but institutions that are financially weak won't be allowed to avail
themselves of the efficiencies of the agreement to expand throughout the states.
[LB467]

SENATOR SULLIVAN: Thank you. Any other questions? [LB467]

MARSHALL HILL: I will tell you that I've worked in higher education all my life. This is a
plate of spaghetti. All of this is enormously complex and complicated, but | believe for
the first time ever it's workable. Much of it is built on Nebraska law right now. The bones
of the national reciprocity agreement, they're coming together around what are
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reasonable things for a state to regulate; frankly, are based on the good work that we all
did two years ago with reviewing all of our legislation on that. [LB467]

SENATOR SULLIVAN: Yes, Senator. [LB467]

SENATOR HAAR: | take it if we have any further questions, we just ask Senator Avery.
Is that right? [LB467]

MARSHALL HILL: Yes, sir. (Laughter) [LB467]
SENATOR SULLIVAN: Senator Kolowski. [LB467]

SENATOR KOLOWSKI: And | have an Amazon question. If there are any taxes to be
paid, where are they paid? Which state? | don't think there are any taxes on fees but...
[LB467]

MARSHALL HILL: | don't think there are any tax implications to this bill, Senator.
[LB467]

SENATOR KOLOWSKI: (Laugh) Thank you. [LB467]
SENATOR SULLIVAN: Thank you, Dr. Hill. [LB467]
MARSHALL HILL: Thank you. [LB467]

SENATOR SULLIVAN: Welcome. [LB467]

SUSAN FRITZ: Thank you. Good afternoon, Senator Sullivan and members of the
Education Committee. | am Susan Fritz. | am Susan Fritz, S-u-s-a-n F-r-i-t-z, interim
executive vice president and provost for the University of Nebraska System. I'm here to
testify for the university in support of LB467. The university supports LB467 with
Senator Avery's amendment. If the amended LB467 passes, this law would streamline
the postsecondary institution process for obtaining authorization to offer courses and
programs in states beyond Nebraska. At the present time, the University of Nebraska is
similar to the other postsecondary institutions that offer distance-delivered courses and
programs beyond the state's borders, must seek state authorization on a state-by-state
basis. State processes and fees vary widely, as you heard from Dr. Hill, which makes
obtaining authorization time-consuming and expensive. We estimate that fees and staff
time have cost the University of Nebraska $35,000 for approval to offer courses and
programs in 39 states. And | would add that these are the states that have the lower
fees and the authorization process was somewhat streamlined. We have several more
complicated authorization proposals under review at this time. When we complete the
state authorization proces